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Every  person  who  maliciously 
cuts,  defaces,  breaks  or  injures 
any  book,  map,  chart,  picture, 
engraving,  statue,  coin,  model, 
apparatus,  or  other  work  of  lit- 
erature, art,  mechanics  or  ob- 
ject of  curiosity,  deposited  in 
any  public  library,  gallery, 
museum  or  collection  is  guilty 
of  a  misdemeanor. 

Penal  Code  of  California, 
1915,  Section  623. 
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Alcoa  Aluminum 
Spheres  hover  near 
the  ocean  floor. 

Spying. 


What's  the  speed  of  the  Cromwell 
current  off  the  Peruvian  coast?  How 
do  salt  and  oxygen  levels  affect 
fish?  And  what's  the  water  tempera- 
ture in  the  Tonga  Trench?  Data 
gleaned  from  spying  spheres  fabri- 
cated by  Alcoa  are  helping  forecast 
weather,  chart  the  oceans  and 
harvest  the  sea,  our  next  frontier. 
It's  not  surprising  to  find  Alcoans 
going  down  to  the  sea  in  ships.  The 


Artemis  undersea  defense  system, 
underwater  decompression  chambers 
and  storage  tanks  are  only  a  few  of 
the  areas  we're  involved  in. 
Fifty-two  thousand  Alcoans  on  seven 
continents  like  to  do  the  unlikely.  In 
oceanography.  Packaging.  Transpor- 
tation. Aerospace.  And  a  dozen  other 
fields.  Try  us.  Chances  are  r~jr} 
we'll  come  back  with  a  new  l~~~J 
approach;  a  change  for  the  better. 


Change  for  the  better  with 
Alcoa9  Aluminum 
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Capsule  designed  and  developed 

by  Frank  E.  Snodgrass, 

Scripps  Institution  of  Oceanography.  UCSD. 
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We  seem  to  be  turning  our  backs  on 
everything  that  made  America  great 


WE  pamper  criminals  and  hamper  police, 
when  the  police  are  all  that  save  us 
from  anarchy. 

We  spend  billions  to  pay  people  not  to  work 
—  when  we  need  the  workers,  and  haven't  got 
the  billions. 

Devoted  men  in  uniform  spend  their  lives, 
underpaid  and  in  jeopardy,  fighting  to  keep  our 
nation  safe.  Then,  for  political  advantage,  we 
sweep  aside  their  gravest  advice. 

Companies  which  provide  millions  of  the  best- 
paying  jobs  in  the  world  were  built  out  of 
profits  made  by  ambitious  men  who  plowed 
those  profits  back,  to  make  more.  Now  Govern- 
ment and  unions  call  such  men  selfish,  and  tax 
and  destroy  the  profits  vital  to  tomorrow's  jobs. 

We  spend  billions  to  get  to  the  moon,  for 


some  ridiculous  "prestige",  instead  of  using 
those  billions  to  reduce  our  debt  and  make  us 
safe  and  solvent  again. 

For  voters  at  home  we  placate  our  enemies 
abroad  and  attack  our  friends  (and  how  we 
need  those  friends!). 

We  concentrate  more  and  more  power  in  a 
central  government  (too  often  of  little  people) 
and  so  weaken  the  local  governments  —  which 
are  the  very  essence  of  democracy  and  freedom. 

We  spend  billions  for  foreign  aid  and  let 
prosperous  foreigners  who  owe  us  billions  spend 
our  money  to  deprive  us  of  our  dangerously- 
needed  gold. 

Common  sense  used  to  be  the  outstanding 
trait  of  Americans.  In  Heaven's  name,  what  has 
happened  to  it? 


New  Warner  &  Swasey 
Automatic  for  space  age 
components  requires  precision 
gages  to  measure  extremely 
close  tolerances. 


WARNER 
SWASEY 

Cleveland 

PRECISION 
MACHINERY 
.     SINCE  1880    4 


YOU  CAN  PRODUCE  IT  BETTER.  FASTER.  FOR  LESS  WITH  WARNER  &  SWASEY  MACHINE  TOOLS,  TEXTILE  MACHINERY,  CONSTRUCTION   EQUIPMENT 
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Avis  battles 
The  Bill  Blooper. 


If  there's  an  error  in  your 
rent  a  car  bill,  bug  us. 
Especially  if  it's  in  our  favor. 

When  an  Avis  girl  adds  2  +  2 
and  gets  3,  we  only  lose  money. 
If  she  gets  5,  we  lose  customers. 

And  we  don't  want  our  shiny 
new  Plymouths  spoiled  by  a 
simple  mistake  in  arithmetic. 

We  try  harder. 


OAVIS  RENT  A  CAR  SYSTEM,  INC.  A  WORLDWIOE  SERVICE  OFOT. 
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INTRODUCTION:  THE  CASE  FOR  SPACE 

Who  needs  space?  Who  needed  movable  type,  elec- 
tricity, atomic  energy — or.  for  that  matter,  the 
wheel?  The  only  people  who  needed  these  revolu- 
tionary developments  were  those  who  didn't  want 
to  be  left  behind  by  history. 
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ARE  THE   RUSSIANS   LOSING   INTEREST,  TOO? 

For  centuries  the  Russians  had  a  national  inferiority 
complex.  Sputnik  helped  cure  it — with  implications 
so  deep  as  to  be  unfathomable.  Are  Russians,  like 
Americans,  letting  concern  over  earthly  problems 
dim  their  enthusiasm  for  space?  Don't  count  on  it. 


43     BATTLE  OVER  THE  FUEL  CELL 

Space  exploration  can  have  no  practical  applica- 
tions? Well,  the  gas  industry  is  betting  $14  mil- 
lion that  a  fuel  cell,  developed  for  the  space 
program,    may   revolutionize  the   utility   business. 


72 


WHAT  RETURN  ON  THE  SPACE   INVESTMENT?  55 

It's  ludicrous  to  expect  that  we  will  get  a  quick  re- 
turn on  our  multibillion-dollar  investment  in  space 
exploration.  But  it  is  shortsighted  to  the  point  of 
self-destruction  to  think  that  we  can  shortchange 
space  and  still  remain  technological  top  dog  in  a 
world  where  knowledge  is  a  prime  asset  and  re- 
search a  prime  investment. 


NORTH  AMERICAN   ROCKWELL  67 

The  logic  of  the  first  great  space-age  merger  is 
splendidly  sound,  but  between  the  concept  and  its 
realization  will  come  many  problems,  many  delays. 


KEEPING   MAN  ALIVE  79 

In  looking  outward,  man  is  also  forced  to  learn 
more  about  the  human  machine.  That  effort  may 
yield  big  dividends  in  human  health  and  longevity. 
The  payoff  to  date  is  spotty  but  hopeful. 


THE  SYSTEMS  APPROACH  80 

It  took  50  years  to  get  from  Kitty  Hawk  to  super- 
sonic flight,  but  the  U.S.  is  trying  to  get  from  crude 
rocketry  to  a  man  on  the  moon  in  barely  20  years. 
To  do  so,  it  is  leaning  heavily  on  systems  engineer- 
ing, a  sophisticated  form  of  coordination  and  plan- 
ning. 


(Contents  continued  on   next   page) 
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CIVILIANS  IN  SPACE  92 

If  space  is  a  dead  end,  then  why  are  so  many  non- 
aerospace  companies  interested  in  it?  Answer:  It's 
where  the  technological  action  is. 

FROM   LITTLE  ACORNS  94 

.  .  .  grow  prime  acquisitions.  The  space  program 
has  spawned  many  a  specialized  little  company  that 
made  an  attractive  buy  for  a  technology-hungry  big- 
ger outfit. 

NASA'S  OTHER  PAYROLL  96 

Space  employees  have  to  eat,  get  around  and  use 
all  the  other  services  that  the  earthbound  use. 
Rather  than  supplying  many  of  these  services  itself, 
NASA  farms  them  out  to  a  wide  variety  of  big  and 
small  businesses. 


IS  THERE  A  SPACE  LOBBY?  99 

If  so,  it  was  set  up  by  the  Russians  when  they  first 
launched  Sputnik.  That  created  a  public  demand 
for  the  space  program  that  was  implemented  by 
some  of  Washington's  most  powerful  and  presti- 
gious figures.  Now  the  public  is  less  interested, 
and  so  are  the  politicos. 


AN  INTERVIEW  WITH  WARD  J.  HAAS  104 

"When  a  society  looks  inward  on  itself,  it  begins  to 
die."  So  says  scientist-seer  Ward  J.  Haas.  In  a  far- 
ranging,  thought-provoking  interview,  he  challenges 
those  who  say  space  is  diverting  our  attention  from 
more  urgent  earthly  problems.  He  says:  "When  the 
species  can  find  an  outlet,  it  moves  forward.  When 
it  can't,  it  carves  itself  up.  The  logical  new  frontier 
is  space." 


FROM  ICARUS  TO  ARTHUR  CLARKE  112 

If  the  young  think  that  space  started  with  Wernher 
von  Braun  or  Sputnik,  then  they  just  don't  know 
history — or  literature.  Man  has  always  dreamed  of 
going  into  space.  Only  now  that  he  has  the  means 
does  the  allure  seem  to  be  fading. 

AEROSPACE  COMPANIES:  FUTURE  STILL  BRIGHT      115 

For  the  great  aerospace  industry,  space  explora- 
tion meant  a  new  source  of  business  and  a  logical 
extension  of  technology.  At  the  moment,  neither 
the  logic  nor  the  promise  seems  very  bright,  but 
the  future  still  is. 


AEROJET-GENERAL:  THE  YEARS  WHEN 

EVERYTHING  WENT  WRONG  116 

Space  cutbacks  hurt  this  great  space-and-rocket 
company,  and  attempts  to  diversify  hurt  even  more. 
Looked  at  over  the  long  term,  however,  it's  hard  to 
see  how  all  this  knowhow  can  fail  to  pay  off. 


NASA  ON  THE  CAMPUS  118 

One  of  the  space  program's  greatest  accomplish- 
ments was  the  stimulus  it  gave  to  U.S.  higher  ed- 
ucation— a  stimulus  by  no  means  confined  to  the 
narrow  area  of  space  exploration.  The  pity  is  that 
budget  cuts  have  made  it  mostly  a  thing  of  the  past. 

BALANCE  SHEET  ON  NASA  121 

Any  agency  that  is  as  large  as  NASA,  and  whose 
failures  are  often  so  glaringly  apparent,  is  an  easy 
target  for  criticism.  Some  of  it  is  deserved.  But 
NASA  has  also  been  well  enough  managed  to  en- 
able U.S.  science  and  technology  to  take  some  mas- 
sive steps  forward. 
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American  Airlines  chose  a  plane  for  the  1970s. 

American  chose  to  go  all  American.  They  chose  the  McDonnell  Douglas  DC-10. 

They  chose  jet  engines  made  in  America  by  General  Electric.  And  that  choice  helped  start 

a  program  that  means  a  savings  for  America  of  $550,000,000  in  balance  of  trade. 

And  assures  20,000  jobs  for  America.  Jobs  in  25  states,  including  Ohio,  New  Hampshire, 

Vermont,  Massachusetts,  New  Mexico  and  California.  All  American.  Isn't  that 

what  youd  expect  from  an  airline  named  "American/with  an  eagle  in  its  emblem? 


Progress  is  our  most  important  product. 


GENERAL 


ELECTRIC 
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Same  Difference. 

Funny  thing  about  Coca-Cola.  The  bottle  is 
different  today.  But  inside?  Coke  has  the  same  great 
taste.  Unchanged  since  1886.  Which  was  when 
things  first  started  to  go  better.  Talk  about  having 
a  taste  you  never  get  tired  of!  After  81  years... 

Coke  still  has  the  taste  you  never 
get  tired  of. 
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Consolidated 

is 


cool  topeople 

BBS    ■    m 


Builders  and  developers  in  Consolidated's  service  area  know  the    CONSOLIDATED 
value  of  keeping  people  comfortable  with  natural  gas  air  condi-      NATURAL  GAS 
tioning.  About  15,000  homes  and  buildings  are  rising  in  our  area  COMPANY 
every  year.  They  are  all  potential  users  of  a  year-round  gas  The  East  Ohio  Gas  company,  Cleveland,  Ohio 

Climate-COntrol  System.  This  iS  particularly  helpful  in  building  The  Peoples  Natural  Gas  Company,  Pittsburgh,  Pa. 

Consolidated's  summer  gas  load.  Keeping  people  comfortable  with  ?-«^ 

a  gas  Climate-COntrol  System  iS  another  growth  prospect  for  CNG.  Lake  Shore  Pipe  Line  Co., Cleveland, Ohio 
FORBES,  JULY  1,  1968  9 


PHONE-A-PIC 
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Problem:  Find  a  way  businesses  of  all  kinds  can  quickly 
transmit  visual  images  over  ordinary  telephone  lines. 
Philco-Ford's  answer:  Vidicoder.  Transmits  anything  a 
television  camera  can  see.  Photographs,  transparencies, 
memos,  closed-circuit  TV,  educational  data,  high-speed 
computer  print-out,  drawings  and  weather  maps.  Anything 
a  camera  can  see,  you  can  see  .  .  .  now.  Anywhere  telephone 
lines  reach.  □  Extremely  high  quality  reproduction  is 
achieved  by  building  each  picture  with  a  series  of  dots.  It 
will  transmit  black  and  white  images  in  2}/^  minutes,  full 
color  in  ten.  Growth  potential:  Any  business  that  has  tight 
deadlines,  tight  security,  tight  money  can  use  it.  And  who 
doesn't?  D  Visual  communications.  Just  one  of  Ford  Motor 
Company's  growing  interests.  Others:  Education.  Space. 
World  nutrition.  Ford  is  where  what's  happening  .  .  . 
happens.  □  For  more  information  write:  Ford  Motor 
Company,  The  American  Road,  Room  737D,  Dearborn, 
Michigan  48121. 


has  a  better  idea         /  for  visual  communications 
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Side  Lines 


Birds  Fly,  Men  Drink 

Under  Senior  Editor  Richard  A.  Phalon,  a  Forbes  editorial  team 
steeped  itself  in  the  U.S.  space  program  to  prepare  "The  Case  for 
Space."  Everyone  concerned  with  the  issue  had  more  than  his  share 
of  intriguing  experiences. 

For  example,  Forbes'  Joseph  Carter  learned  that  the  great  British 
astronomer  Sir  Bernard  Lovell  was  in  the  U.S.  on  a  visit  to  a  son  at 
Harvard.  Carter  contacted  Lovell,  and  the  director  of  the  Jodrell  Bank 
Observatory  had  some  fascinating  things  to  say  about  both  the  U.S. 
and  Russian  space  programs.  One  of  the  most  fascinating:  The  Soviets 
are  experimenting  with  mental  telepathy  as  a  possible  means  of  com- 
municating with  future  planet-bound  astronauts.  AT&T,  RCA,  West- 
ern Union,  look  out! 

Reporter  Edward  Riner  spent  several  weeks  trying  to  reach  Dr. 
Jerome  B.  Wiesner,  provost  of  the  Massachusetts  Institute  of  Tech- 
nology and  special  assistant  for  science  and  technology  to  the  late 
President  Kennedy.  No  luck.  "Too  busy,"  Wiesner's  staff  people 
said.  Then  one  day  Riner's  phone  rang.  "This  is  Jerry  Wiesner,"  the 
voice  said.  "I'm  in  New  York."  Over  hamburgers  and  coffee,  Wiesner 
talked  to  Riner  about  NASA  and  the  universities  for  Riner's  article, 
which  starts  on  page  118. 


The  Wright  Brothers  at  Kitty  Hawk.  "That's  for  the  birds,"  said  scoffers. 

In  the  course  of  his  travels  for  the  issue,  Riner  discovered,  in  his 
native  North  Carolina,  an  unusual  aerospace  club.  It  is  known  as  "The 
Man  Will  Never  Fly  Memorial  Society"  and  was  founded  at  Nags 
Head,  N.C.,  close  by  Kitty  Hawk  where  the  Wright  Brothers  made 
their  historic  flight.  It  was  founded  as  a  combination  drinking  club 
and  a  living  reproach  to  those  who  think  that  man  must  remain 
earth-bound.   Its  ironic  motto:    "Birds  fly,   men  drink." 

One  interview  took  place  35,000  feet  over  the  Pacific  Ocean.  Last 
November  Editor  Jim  Michaels  was  a  member  of  Vice  President 
Hubert  Humphrey's  party  travelling  to  Vietnam  and  Indonesia.  Dur- 
ing the  flight,  Vice  President  Humphrey  chatted  informally  with 
Michaels  about  the  U.S.  space  program — of  which  he  is  an  out- 
standing supporter.  Said  he  about  Forbes'  forthcoming  editorial 
project:  "You  have  the  opportunity  to  do  something  tremendous  with 
this  issue." 

Staff  Writer  Jim  Flanigan  of  our  Washington  Bureau  had  a  rough 
time  with  NASA  Administrator  James  Webb.  Flanigan  is  an  ex- 
perienced reporter,  but  he  found  Webb  dedicated  to  the  point  of 
fanaticism.  Flanigan  brought  up  criticisms  of  NASA  and  Webb 
bristled,  "Didn't  you  hear  anything  good?" 

Indeed  we  did,  as  Mr.  Webb  will  find  when  he  reads  the  issue. 
But  hard  questions  have  to  be  asked,  too.  We  hope  we  have  asked  them 
— and    answered   them — to   our   readers'   satisfaction.    ■ 


American  Motors 
was  plugged  into 
the  largest  information 
network  in  the  world. 

Then  they  learned 
how  to  use  it. 
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American  Motors  Parts  Division  used  the  telephone 
constantly.  They  just  weren't  using  it  for  what  it  really  is. 

An  input  device  to  the  world's  largest  information 
network.  The  Bell  System. 

Then  they  learned  how  to  tie  their  computers  into  the 
network.  Now  an  American  Motors  dealer  can  get  a 
spare  part  order  processed  in  minutes  instead  of  days. 


Some  day  he'll  even  order  cars  through  the  network. 

But  the  network's  more  than  an  order  pad.  Massey 
Ferguson  learned  how  the  network  could  bring  together 
executives  from  far-flung  branch  offices  and  help  cut 
down  on  business  trips. 

Monthly  cost:  less  than  cab  fare  to  the  airport. 

The  network  even  saves  Warner  &  Swasey  time  by 


sending  confirmed  airline  tickets  to  them— automatically. 

Remember:  a  phone  is  just  a  phone  until  you  learn 
how  to  use  it.  That's  why  we  keep  a  man  on  our  payroll 
called  a  Communications  Consultant.  You  can  reach 
him  at  your  Bell  Telephone  Business  Office. 

His  job— to  help  you  plug  into  the  largest  information 
network  in  the  world. 


\bu'll  travel  three  times  faster  than  the 
speed  of  sound  in  the  new  SST. 

(The  steels  are  ready  whenever  you  are) 


1,800  miles  per  hour  in  the  cold  stratosphere  12  miles  above 
the  earth.  That's  three  times  as  fast  as  present  jetliners,  and 
twice  as  high! 

Long  as  a  football  field  .  .  .  five  stories  tall  at  the  tail  .  . . 
propelled  by  the  world's  most  powerful  turbojet  engines  by 
General  Electnc,  this  fantastic  plane  will  squeeze  the  person- 
to-plac.j  world  three  times  smaller  than  ever! 

The  economic  impact  of  the  Boeing  SST,  planned  for 
operation  by  1974  be  unparalleled  in  commercial 

transportation  by  air.  For  instance,  production  of  the  SST's 
will  create  0  new  jobs  throughout  the  country  in  hun- 

dreds of  ci  panies.  To  date,  ovc-  a  hundred  of  these  planes 
are  on  order  by  commercial  air  carriers  around  the  world. 
Predictions  are  for  the  su.c  of  more  than  400  SST's  by  1980. 

Months  of  simulated  supersonic  flight  testing  revealed  that 
only  the  very  fii  aerials,  including  supersteels,  would 

meet  the  rugged  Is    That's  why  substantial  tonnage  of 

•A  Trademark  of  Republic  Siccl  Corporation 


Republic  Hi-Performance*  steel  will  be  used  in  critical  areas 
in  each  SST.  A  special  Republic  HP  steel  was  developed 
specifically  for  this  supersonic  aircraft,  and  it  won  unqualified 
acceptance  in  competition  with  several  other  kinds  of  high 
strength  steel  tested. 

Soon  this  fantastic  enterprise  will  become  reality.  But  the 
precision  steels  for  this  and  other  large-scale  American  devel- 
opments of  the  future  are  ready  now. 

At  this  moment,  the  long  reach  of  steel  from  Republic  is 
probing  into  areas  wherever  man's  imagination  needs  it  — 
from  the  ocean  depths  to  outer  space,  from  the  heartbeat  of 
man  to  the  drumbeat  of  defense. 

Republic  Steel  Corporation,  Cleveland,  Ohio  44101. 

You  Can  Take  the  Pulse  of  Progress  at 

REPUBLIC  STEEL 

Cleveland,  Ohio  *«ioi 
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Where  dO  We  gO  frOm  here?  Snarled  freeways  Foul  air 
Drime  in  the  streets.  Soaring  medical  costs.  Overcrowded,  understaffed  hospitals.  Top- 
Driority  national  problems.  Helping  to  solve  them  is  a  TRW  specialty.  ■  For  over  a  decade, 
jur  balanced  blend  of  systems  engineering  services  and  technological  skills  have  been 
jsed  on  America's  major  space  and  defense  programs.  Now  we  are  successfully  apply- 
ng  this  experience  to  a  variety  of  civil  systems  problems.  ■  Before  a  shovel  was  turned, 
ve  saved  the  Province  of  Alberta  more  than  $6  million  in  planning  its  new  $100-million 
Edmonton  Health  Sciences  Centre.  We  are  working  with  the  Department  of  Transporta- 
ion  on  high-speed  ground  transportation  systems  for  use  between  Boston  and  Washing- 
on.  For  California  we  have  developed  a  statewide  land  use  information  system.  Our 
■easoned  systems  engineers  are  also  working  on  automobile  inspection,  public  safety, 
irban  re-development,  banking  and  water  resources  planning  programs  ■  We've  assigned 
o  these  problems  some  of  the  best  brain  power  among  our  70,000-plus  employees.  (We 
iave  almost  7,000  technical  degree  holders,  including  400  PhD's  and  two  per  cent  of  the 
ation's  physicists.)  ■  It's  a  natural  step  to  take.  We  grew  into  a  billion-dollar  company 
y  turning  advanced  concepts  into  practical  products  and  services.  ■  And  that's  one 
ystem  we're  not  about  to  change. 


ir€ww 


TRW  INC.  (Formerly  Thompson  Ramo  Wooldridge  Inc.), 

Cleveland,  Ohio  — Balanced  diversity  in 

Electronics.  Space.  Aircraft,  Automotive, 

Defense  and  Industrial  Markets. 


Trends 

&  Tangents 


BUSINESS 


Cancel  the  Flight.  The  No.  One 
"underground  best  seller"  in  busi- 
ness these  days  is  a  Treasury  De- 
partment publication  called  Over- 
seas Manufacturing  Investment  and 
the  Balance  of  Payments.  Some  big 
international  companies  have  set  up 
special  task  forces  to  study  the 
book,  others  are  hiring  outside 
economists.  The  study  attacks  the 
American  practice  of  setting  up  for- 
eign subsidiaries  rather  than  push- 
ing exports,  as  do  the  Japanese.  It 
undercuts  the  theory  that  the  U.S. 
as  a  mature  creditor  nation  will 
ultimately  benefit  from  foreign  in- 
vestment. Instead,  the  study  claims, 
the  sales  of  the  U.S.  parent  com- 
pany are  injured  far  more  by  the 
creation  of  a  foreign  subsidiary- 
competitor  than  can  be  compen- 
sated for  by  a  stream  of  dividends 
flowing  back  to  the  U.S. 

Checker  Gap.  In  today's  tight 
labor  market,  a  chronic  shortage 
of  supermarket  checkers  has  de- 
veloped. In  response,  the  Super- 
market Institute  and  National  Cash 
Register  are  starting  special  courses 
for  checkers  at  240  schools.  The 
courses  will  feature  everything 
from  sales  to  supermarket  history. 

Management  Corps.  Stanford's 
Graduate  School  of  Business  is  of- 
fering training  which  will  permit 
MBA's  and  holders  of  graduate  in- 
dustrial engineering  degrees  to  do 
well  by  doing  good.  The  school  is 
training  Peace  Corps  participants  in 
a  project  to  aid  small  business  and 
management  development  in  two 
Latin  American  countries,  Peru 
and  Colombia.  The  volunteers — the 
first  contingent  went  into  the  field 
last  year — offer  advice  on  manage- 
ment in  general  and  specifically  on 
marketing,  production,  accounting 
and  financing.  Although  the  vol- 
unteers' average  age  is  only  25, 
they  have  assumed  responsibilities 
prompting  one  of  them  to  declare: 
"We  might  have  to  wait  five  or  ten 
years  to  achieve  similar  manage- 
ment levels  in  the  U.S."  Says  an- 
other: "In  this  v\  our  abilities 
are  fully  employed,  our  judgments 


are  taken  seriously  and  the  chal- 
lenge keeps  our  interest  high." 

Pitching  Millions.  The  sports  and 
recreational  dollar  spent  in  a  com- 
munity achieves  an  ultimate  value 
of  three-and-one-half  times  its  ori- 
ginal worth  before  leaving  the  com- 
munity, according  to  a  recent  re- 
port by  the  Georgia  Institute  of 
Technology.  In  studying  the  eco- 
nomic impact  of  the  Atlanta  Braves 
on  that  city,  the  Institute  found 
that  an  initial  $10-million  expendi- 
ture was  recirculated  until  the  ac- 
tual value  in  terms  of  wages  paid 
and  local  goods  purchased  reached 
$35  million. 


WASHINGTON 


Lobby  Doctorates?  American 
University,  with  its  campus  located 
just  a  few  minutes  from  downtown 
Washington,  D.C.,  figures  the  one 
big  thing  it  has  over  most  universi- 
ties is  "that  great  big  government 
laboratory  right  next  door."  This 
fall,  as  part  of  its  business-govern- 
ment relations  program,  AU  will 
open  a  "center  for  the  study  of 
private  enterprise."  This  center  will 
concentrate  on  such  things  as  "the 
corporation's  relation  to  urban 
problems,  race  relations,  political 
problems."  The  university  already 
has  a  seminar  in  government  rela- 
tions for  business  administration 
Ph.D.  candidates  and  is  opening  a 
program  on  "the  role  of  the  Wash- 
ington representative." 

Trade  and  Taxes.  Leaders  of  the 
Emergency  Committee  for  Amer- 
ican Trade,  a  "vigilante"  group  of 
53  companies  with  a  total  of  more 
than  $80  billion  in  annual  sales,  be- 
lieve priorities  for  tax  legislation 
will  help  stave  off  a  wave  of  protec- 
tionist trade  legislation  which,  if 
passed,  "would  be  a  disaster  for 
American  exports."  Protection  bills 
for  the  textile,  steel  and  dairy  in- 
dustries are  waiting  in  the  wings, 
but  Congress  is  giving  top  priority 
to  the  President's  tax  bill,  which  is 
now  expected  to  occupy  senators 
and  congressmen  right  up  to  ad- 
journment. ECAT  officials  fear  a 
massive  retaliation  against  their 
products  if  foreigners  are  cut  out 
of  the  U.S.  market  by  quotas.  Chase 
Manhattan  President  David  Rocke- 
feller last  month  told  the  Southern 
Governors'  Conference  in  Charles- 
ton, S.C.  that  such  retaliation  would 
hurt  the  nation  generally  and  south- 
ern farm  exports  particularly. 


Oceanographic    Medicine.    The 

Navy  is  pushing  ahead  in  its  "deep- 
submergence  biomedical  program" 
to  "improve  decompression  sched- 
ules for  deep  diving,  diver  nutri- 
tion and  study  of  physiological  and 
psychological  factors  affecting  div- 
ers." This  effort,  similar  to  the 
space-medicine  program,  is  ex- 
pected to  call  for  a  whole  array 
of.  new  medicines  and  underwater 
equipment  to  help  sustain  life  un- 
der the  sea  for  long  periods. 

Baseball  Trusts.  Fifteen  years 
ago,  the  Supreme  Court  decided 
that  baseball  was  a  sport,  not  a 
business.  As  it  stands,  baseball 
clubs  now  have  all  the  price-fixing, 
merging  and  market-concentration 
opportunities  they  want.  Now  the 
Federal  Trade  Commission  feels 
baseball  should  work  under  the 
antitrust  laws  like  everybody  else. 
The  FTC  made  its  comments  in 
testimony  supporting  a  bill  in  Con- 
gress that  would  abolish  base- 
ball's long-standing  immunity  to 
antitrust  laws.  FTC  officials  say 
that  without  this  immunity,  such 
things  as  baseball's  oft-criticized 
"territorial  agreements"  and  "re- 
serve clauses,"  binding  players  to 
one  team,  would  be  abolished.    ■ 
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CHANGE  OF  ADDRESS 

If  you  plan  to  move,  let  us  know 
a  month  before  so  we  can  change 
your  address  and  keep  FORBES 
coming  to  you.  Attach  a  recent 
mailing  label  and  fill  out  your  new 
address  in  the  space  provided 
below. 


ATTACH  PRESENT 

MAILING  LABEL 

HERE 


New  Address: 


Name 


Address 


City 


State 


Zip 


Mail  to: 

Subscription  Service  Manager 

FORBES 

60  Fifth  Avenue 

New  York,  New  York  10011 
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Dorothy  might  never  have  visited  Oz 
if  weather  radar  had  been  around. 


Remember  The  Wonderful  Wizard 
of  Oz?  And  how  Dorothy  was  carried 
over  the  rainbow  by  a  tornado? 

Nowadays  she  might  never  have 
made  that  visit.  With  weather  radar, 
the  Weather  Bureau  would  very  likely 
have  detected  the  tornado  conditions 
in  time  to  warn  her. 

Weather  radar  is  one  of  the  Bureau's 
most  useful  weapons  against  rampag- 
ing weather.  The  trouble  is,  a  complex 
weather  radar  installation  at  each  of 
the  Bureau's  hundreds  of  offices 


would  be  much  too  expensive. 

Up  until  now,  that  is. 

At  the  Weather  Bureau's  request, 
ITT  Industrial  Laboratories  has  devel- 
oped a  low-cost  system  to  transmit 
up-to-the-moment  radar  weather  pic- 
tures to  almost  any  place  in  the  U.S. 

This  unique  system  transmits  the 
radar  pictures,  displayed  on  the  mas- 
ter radarscope,  over  ordinary  tele- 
•phone  lines  to  simple  receivers  at 
neighboring  stations. 

The  local  weathermen  see  weather 


conditions  firsthand.  They  don't  have 
to  rely  completely  on  reports  relayed 
via  teleprinter  or  telephone. 

This  means  that  local  forecasts  and 
warnings  are  more  accurate.  And  the 
better  they  are,  the  better  off  everyone 
will  be— fisherman  and  farmer,  pic- 
nicker and  pilot. 

Everyone,  that  is,  except  maybe 
Dorothy. 

International  Telephone  and  Tele- 
graph Corporation,  New  York,  New 
York  10022. 


ITT 


Can 
you 

take 


time 


...to  make  a  small  fortune? 

That's  exactly  what  has  happened  to  many  investors  who  have  mailed 
our  coupon.  Take  time  to  clip  it.  We'll  supply  complete  information  about 
the  successful  Ramada  Inn  franchise  program.  Your  return  on  a  Ramada 
investment  is  protected  by  the  tax  shelter  of  rapid  depreciation  writeoffs, 
and  the  7%  investment  credit.  Our  unexcelled  consumer  benefits,  such 
as  the  world's  largest  credit  card  affiliation,  SureRate,  a  guaranteed  rate 
program  including  over  1500  major  U.S.  corporations,  and  national 
advertising  campaigns,  boost  Ramada's  occupancy  percentage  above  the 
industry  average. 

Take  a  Little  Time  to  Mail  Our  Coupon. 

After  All,  Too  May  Only  Make  a  Small  Fortune. 


RAMADA 

INNS 


For  information  write,  wire  or  phone:  Ramada  Inn 
Franchise  Division,  P.O.  Box  590  (F). 
Phoenix,  Arizona  85001   •   Phone  (602)  275-4741 
□   I'm  interested  in  a  new  Ramada  franchise. 
Q  I'm  interested  in  converting  my  existing  hotel. 

NAME 


ADDRESS  . 
PHONE  _ 


CITY. 


.STATE ZIP_ 
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CONVENIENT  SUBSCRIPTION  ORDER  FORM 

Make  sure  you  get  FORBES  the  same  day  others  do— sub- 
scribe  TODAY.  Save  $5.25  per  year  on  the  single-copy  price. 

Forbes,  60  Fifth  Avenue,  New  York,  N.Y.  10011      F-2838 
Please  send  me  Forbes  for  the  period  checked 

□  1  Year  $7.50  Q  3  Years  $15.00 

□  Enclosed  is  remittance  of  $. . .  \J  I  will  pay  when  billed 
D  New  □  Renewal 


Name. 


Single  copy  50c 


(PLEASE  PRINT) 


Address. 


CitV State Zip   Code . 

Pan  American  and  Foreign  $4  a  year  additional 


"Bet  Your  Life" 

Sir:  I  should  not  get  credit  for  "the 
game,"  as  you  quoted  it  (Forbes,  June  1, 
p.  15).  It  was  Dr.  Howard  Rusk  who 
introduced  it  to  me  originally. 

— Fred  J.  Borch 
President, 
General  Electric  Co. 
New -York,  N.Y. 

Sir:  Concerning  your  "You  Bet  Your 
Life"  Presidential  prediction  poll,  I  think 
there  may  be  a  bias  in  the  Republican 
sample.  These  polls  were  probably  taken 
in  New  York  City,  home  base  for  Gov- 
ernor Rockefeller.  There  is  much  more  to 
these  United  States  than  just  New  York. 
— L.  Robert  Beatty 
Senior  Systems  Analyst, 
Radio  Corp.  of  America 
North  Palm  Beach,  Fla. 

Talk  About  Sizzle! 

Sir:  Whoever  wrote  the  article  "Sizzle, 
Sizzle"  (Forbes,  June  15,  p.  17)  is  com- 
pletely ignorant  of  the  facts  as  far  as 
McDonald's  is  concerned.  Why  doesn't  a 
prestige  book  like  Forbes  demand  facts 
from  their  writers  before  they  edit  it?  Or 
don't  they  edit  it?  For  your  amateur  in- 
formation, McDonald's  is  far  more  in 
the  real  estate  business  than  the  hambur- 
ger business. 

— Ray  A.  Kroc 
Chairman  and  President, 
McDonald's  Corp. 
Beverly  Hills,  Calif. 

Sex  Is  Chemistry? 

Sir:  I  noticed  recently  your  "Fact  and 
Comment"  column  (Forbes,  June  1) 
describing  the  use  of  provocative  photo- 
graphs of  girls  by  companies  in  the 
chemicals  business.  In  producing  adver- 
tising for  several  divisions  of  Union  Car- 
bide Corp.,  we  have  been  using  women 
as  the  focal  point  of  the  visual  portion  of 
our  ads  for  over  a  year-and-a-half.  Union 
Carbide  and  we,  as  an  advertising  agency, 
do  not  believe  necessarily  that  "sex  is 
chemistry."  We  do  believe,  however,  that 
in  many  cases  the  eventual  end  users  of 
the  products  that  our  customers  produce 
are  women.  There  is  a  difference  between 
just  using  sex  as  an  attention-getter  in  ad- 
vertising and  using  advertising  to  hit  a 
market  composed  mainly  of  women. 

— Calvin  K.  Keyler 
O.S.  Tyson  &  Co. 
New  York,  N.Y. 

Neither  First  nor  WASP 

Sir:  Bill  Buckley  (Forbes,  June  1)  was 
not  the  first  alumnus  to  get  a  nomination 
by  petition  for  member  of  the  Corpora- 
tion of  Yale  University.  William  Horo- 
witz, '29,  did  it  a  few  years  ago. 

— Hugo  Beit 
Yale  '53 
New  York,  N.Y. 

(Continued  on  page  139) 
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Agena:  Dana's  flying  laboratory 
for  the  turbine  engine  truck. 

Since  1959,  Dana  Corporation  has  supplied  turbine  blades  for  the  Agena  rocket  engine, 
workhorse  of  America's  space  program.  And  the  know-how  we've  gained  in  these  years  is 
now  being  applied  to  automotive  turbine  engines. 

The  STP  Paxton  turbine  racing  car  which  set  18  track  records  in  the  1967  Indianapolis  "500" 
used  specially-designed  blades  from  our  Schellens  True  subsidiary. 

Dana  is  currently  working  with  a  number  of  manufacturers  on  turbine  engines  which  soon 
may  power  passenger  cars,  trucks,  trains  and  other  off-highway  vehicles. 

When  these  engines  become  a  reality,  we  intend  to  have  a  piece  of  the  action.  We're  the 
world's  largest  independent  supplier  of  transportation  components,  and  we  want  to  keep  it  that 
way,  regardless  of  the  engines  that  provide  the  power. 

For  more  information  on  Dana  Corporation,  and  its  philosophy  of  diversification 
within  the  transportation  industry,  send  for  our  corporate  report. 
Write  to:  Office  of  the  President,  Dana  Corporation,  Toledo,  Ohio  43601, 
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If  you  have  plans  for  a  country, 


read  this. 


There's  quite  a  temptation  that  seems 
to  go  with  starting  a  country,  or  for  that 
matter  a  new  administration  in  an  old 
country. 

The  temptation  is  to  start  off  with 
something  everybody  can  see  (a  sta- 
dium or  a  dam,  for  instance)  to  show 
the  people  they're  getting  something. 
Whether  they  need  it  or  can  pay  for  it  is 
one  of  those  questions  that  just  doesn't 
come  up. 

And  this  is  what  makes  the  Philip- 
pine government  all  the  more  remark- 
able. Because  the  first  thing  the  Phil- 
ippine administration  is  building  is  the 
peso. 

They're  creating  a  market  for  Treas- 
ury bills. 

This  highly  sophisticated  technique 
of  financing  allows  excess  short-term 
money  to  be  invested  profitably  in  the 
government.  And  it  can  be  reconverted 
into  cash  when  necessary,  a  fact  which 
strengthens  the  government's  credit 
image. 

In  full  operation,  a  bill  market  per- 
mits the  Philippine  government's  Cen- 
tral Bank  to  expand  or  contract  credit. 
To  combat  inflation.  And  ultimately  to 
develop  a  financial  market  in  which 
short-term  bills  and  long-term  ■■ 
bonds  can  be  readily  floated  and  ^m 
traded.  (This  means  more  oper-  W 
ating  capital  for  the  government.)   ■■ 


The  Philippine  government  turned 
to  the  Bancom  Development  Corpora- 
tion, the  Philippine  affiliate  of  Bankers 
Trust. 

Bancom's  young  president,  Sixto  K. 
Roxas,  had  already  served  in  a  number 
of  top  government  economic  posts.  So 
once  his  government  accepted  the  idea 
of  Treasury  bills,  Roxas  was  fully  pre- 
pared to  move. 

He  brought  in  Bankers  Trust's  Her- 
man Frenzel,  an  authority  in  govern- 
ment securities.  Working  widi  Bancom, 
this  New  York  banker  helped  develop  a 
manual  of  procedures  and  ultimately  to 
mastermind  a  bill  market  closely  re- 
sembling that  of  the  U.S.,  Britain  and 
Canada,  world  centers  for  short-term 
money. 

This  kind  of  consultancy  won't  make 
Bankers  Trust  rich.  But  it  does  widen 
our  business  contacts. 

And  it  enables  us  to  help  our  other 
clients  in  their  Philippine  operations. 
So  if  you're  with  a  company  that's 
doing  business  overseas  or  wants  to,  or 
if  you're  the  representative  of  a  govern- 
ment seeking  private  technical  assist- 
ance in  the  financial  field,  why  not 
contact  Bankers  Trust? 
M        Whenever  a  financial  question 
I    involves  another  country,   you'll 
^U    find  our  people  and  our  foreign 
0    affiliates  good  bankers  to  know. 


You'll  find  an  international  banker  at  Bankers  Trust. 

Member  Federal  Deposit  Insurance  Corporation  ©  Bankers  Trust  Company 


Must  reading  for  every  businessman 
whose  business  is  a  close  corporation. 

How  stock-purchase  agreements 

can  safeguard  your  estate, 

and  the  future  of  your  corporation. 


IF  your  business  is  a  close  cor- 
poration, a  sound  stock-pur- 
chase agreement  can  settle  in 
advance  many  of  the  problems 
that  will  probably  arise  when 
one  of  the  stockholders  dies.  This 
will  benefit  the  remaining  stock- 
holders, the  business  itself,  and 
the  surviving  members  of  the 
deceased's  family. 

Drawing  up  and  funding  a 
workable  stock-purchase  agree- 
ment requires  careful  attention 
to  many  factors.  Among  these  are 
the  individual  business  needs  and 
the  various  tax  implications  in 
accomplishing  desired  objectives. 
"Stock-Purchase  Agreements  and 
the  Close  Corporation"  covers  in 
detail  all  of  the  major  questions 
that  you  are  likely  to  encounter 
in  working  up  stock-purchase 
agreements.  And  it  refers  you  to 
the  right  sources  to  answer 
others.  This  book  is  not,  however, 
a  do-it-yourself  manual  for  non- 
lawyers.  But  it  will  give  you  a 
complete  working  background  of 
the  field.  And  assist  you  greatly 
in  planning,  with  your  attorney, 
a  stock-purchase  agreement  that 
is  right  for  your  business. 

Why  you  should  have  a 
stock-purchase  agreement. 

When  you  pass  away,  your  es- 
tate will  have  a  buyer  for  the 
business  interest.  Your  estate 
will  be  assured  of  receiving  a 
fair  price  for  the  shares,  which 
might  be  difficult  or  even  impos- 
sible to  sell  on  the  open  market. 
The  estate  can  be  quickly  settled. 
And  tax  liabilities  will  be  min- 
imized. These  are  just  a  few  of 
the  ways  your  heirs  will  enefit 
by  a  stock-purchase  agreement. 
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When  one  of  the  stockholders 
dies,  the  surviving  stockholders 
benefit  in  many  ways.  Your  busi- 
ness will  be  protected  against  a 
forced  liquidation  or  sale  of  as- 
sets to  satisfy  the  claims  of  your 
late  associate's  heirs  who  would 
otherwise  become  the  owners  of 
the  deceased's  stock.  You  will  not 
be  forced  to  take  in  new  share- 
holders against  your  wishes.  If 
your  plan  is  funded  by  life  in- 
surance, you  will  be  able,  in  ef- 
fect, to  buy  out  the  deceased's 
interest  which  will  increase  the 
value  of  your  holdings  without 
suddenly  needing  to  raise  addi- 
tional cash. 

While  the  stockholders  live, 
there  are  many  additional  ad- 
vantages to  an  adequate  stock- 
purchase  agreement.  Emergency 
funds  are  built-up  and  credit  is 
enhanced.  Disability  income  is 
available.  You  have  the  peace  of 
mind  that  comes  from  knowing 
your  future  and  the  future  of 
your  business  are  secure. 


Here  are  a  few  of  the  subjects 
covered  by  this  book. 

1.  How  to  decide  the  best  plan  — 
stock-retirement  or  cross- 
purchase. 

2.  Desirability  of  a  trustee  in 
the  stock-purchase  plan. 

3.  Business  value  —  methods 
of  evaluation. 

4.  Valuation  factors  made  by 
tax  authorities. 

5.  Tax  considerations  on  payment 
of  premiums  by  corporation 

or  individual. 

6.  Receipt  of  proceeds  by  corpo- 
ration or  individual. 

7.  Ownership  of  funding  policies. 

8.  References  to  pertinent  cases. 

9.  Specimen  agreements. 

Even  if  you  now  have  a  good 
understanding  of  the  subject, 
this  book  will  bring  you  up-to- 
date  on  important  new  develop- 
ments. It  is  written  clearly  and 
concisely  with  a  pleasant  style 
that  shows  genuine  understand- 
ing of  the  businessman's  prob- 
lems. We  think  you  and  your  at- 
torney will  find  it  most  useful. 

This  authoritative  84-page 
book  was  written  by  Alden 
Guild,  J.D.,  in  collaboration  with 
Deane  C.  Davis,  Chairman  of 
the  Board  of  National  Life  of 
Vermont,  and  David  F.  Hoxie, 
Vice  President  of  the  company. 

For  a  complimentary  copy, 
write  (on  your  business  letter- 
head, please)  to:  National  Life 
Insurance  Company,  Dept.  F, 
Montpelier,  Vermont  05602. 

National  Life 

MONTPELIER 

VERMONT 

foundtit  in  1 150  •  A  MjIuiI  Company  •  Ownttf  by  iti  folicyhtldm 


New:  The  only 

total  package 
capability 

in  large 

rocket  motor 

hardware. 


Rohr  has  won  a  major  contract  to  manufacture  all  the  inert  hardware  — motor  cases,  insula- 
tion and  nozzles  — for  a  large  space  launch  booster  series. 

The  basic  reason  is  our  unique  space  hardware  "package  capability."  The  ability 
to  deliver  a  full  series  of  components  with  all  the  inherent  manufacturing  efficiencies  and 
customer  economies. 

Equally  important  is  the  battery  of  massive  modern  machines  at  our  Space  Prod- 
ucts Division.  Specialized  equipment  designed  and  built  specifically  for  the  fabrication  and 
assembly  of  giant  rocket  motor  components— equipment  which  includes  some  of  the  larg- 
est hydroclaves,  autoclaves  and  turning  machines  in  the  world. 

Space  hardware  jobs  are  getting  bigger 
all  the  time.  At  Rohr  the  bigger  the  better. 


SPACE 

PRODUCTS 

DIVISION 


Dedicated    to    the    pursuit    of    excellence. 


ROHR 

CORPORATION 


WeVe  known  for  a  long  time 
that  we  could  get  to  the  Moon. 

Now  we  know  we  can  get  back. 


After  the  500,000  mile  or  so  round  trip,  the 
last  few  minutes  are  going  to  get  pretty  hot. 

Like  5,000  degrees  F.  hot. 

That's  when  an  astronaut  needs  a  cool  head. 

And  that's  where  Avco  comes  in. 

For  NASA  and  the  builder  of  the  APOLLO 
spacecraft-North  American's  Space 
Division-Avco  developed  an  expendable 
"heat  shield''  that  literally  consumes  itself 
to  protect  the  vehicle  and  its  crew. 

In  the  dark  of  the  moon,  the  same  shield 
helps  protect  the  astronauts  from  the 
minus  460  degrees  cold. 


Avco  scientists  and  engineers  conducted 
thousands  of  experiments  to  find  the  ideal 
heat-shield  materials.  And  after  they  found 
them,  they  had  to  find  a  way  to  make  them 
stick  to  the  slick  stainless  steel  skin 
without  fail. 

Hundreds  of  tests  later  they  solved  that  too. 

We  weren't  surprised.  In  1955  Avco  scientists 
first  tackled  the  job  of  how  to  bring  an  object 
back  to  Earth  from  space  safely.  In  solving 
that  problem  we  became  the  leaders  in  a 
new  space  age  science:  reentry  physics. 
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Avco  is  50  000  people  moving  ahead  in  abrasives,  aerospace,  broadcasting,  electronics,  farm  equipment,  finance, 

insurance!  ordnance  and  research.  Avco  Corporation.  750  Third  Avenue,  New  York,  N.  Y.  10017.  An  equal  opportunity  employer. 
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RCA  has  a 
satellite  TV 
camera  that  can 
find  food  from 
500  miles 
in  the  sky. 

RCA  has  designed  a  TV 
camera  system  that 
can  spot  a  hundred-foot 
object  from  500  miles 
in  orbit. 

It  can  pick  out  crop 
blight  at  an  early  stage 
. . .  help  fishermen  bring 
home  bigger  catches. 
One  day  it  may  even 
help  feed  the  world. 

Today  RCA  is  filling  new 
needs  in  every  field 
from  color  TV  and  air- 
borne radar  to 
classroom  computers. 

Tomorrow? 

We're  working  on  it. 


II 
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"With  all  thy  getting  get  understanding" 


Fact  and  Comment 


NO  MORE  GO  GO  IN  SPACE? 


I  suppose  there  are  those  who  think  the  timing  of  this 
Forbes  issue  devoted  to  a  comprehensive  study  of  our  space 
program  is  bad.  Public  enthusiasm  has  dwindled  and.  as  a 
result,  so  have  appropriations.  The  nation's  space  effort 
laces  a  contracting  present  and  an  unfunded   future. 

That's  exactly  why  Forbes  has  devoted  so  many  months 
to  putting  together  this  issue,  with  its  emphasis  on  the 
earthly  fallout  from  our  planet  probes. 

This  is  no  time  to  overkill  the  budget  for  our  space 
effort,  despite  the  dollar's  dire  difficulty  today.  It  would 
be  an  extravagance  of  unaffordable  proportions  to  abort 
programs  that  must  be  programmed  years  before  they 
can  become  fans  accomplis. 

It's  hard  to  argue  that  the  future  should  share  in  a 
budget  so  dominated  by  a  present  war  on  foreign  shores 
and  a  needed  war  at  home  on  poverty,  discrimination  and 
riotous  disquiet. 


It  may  be  hard  to  argue,  but  it  must  be  argued. 

Our  present  bountiful  gross  national  product  springs 
from  past  years  of  research,  profit  and  intellectual  stimulus. 
Our  future  breakthroughs  in  knowledge  will  come  from  the 
exciting  disciplines  necessary  to  solve  the  problems  that 
arise  in  trying  to  reach  the  moon  and  beyond. 

Like  the  President  himself,  our  space  program  is  present- 
ly a  casualty  of  the  war  in  Vietnam. 

That  war  will  eventually  end  and  some  of  the  problems 
and  pressures  of  today  will  be  solved  or  dissolve.  For  a 
tomorrow  that  will  be  as  relatively  bright  for  the  U.S.  as 
has  been  its  past,  we  must  not  shut  up,  shut  down,  our 
space  shop. 

Our  future  in  the  brightest  sense  lies  in  continuing  to 
look  up,  continuing  to  look  out,  continuing  to  probe  for 
the  pie  in  the  sky. 

It's  there. 


GUNS 


Can  you  understand  why  the  Congress,  most  states  and 
most  cities  refuse  to  pass  legislation  requiring  the  regis- 
tration and  licensing  of  any  and  all  guns? 

For  the  life  of  me.  I  can't. 

We  must  register  our  cars  and  be  licensed  to  drive.  In 
many  places  we  must  get  licenses  for  dogs  and  even 
bicycles. 

Being  required  to  register  firearms  and  show  the  com- 
petence and  capacity  to  handle  them  hardly  seems  un- 
reasonable, hardly  seems  an  infringement  of  freedom. 

Who  is  it  that  blocks  such  legislation? 

Why   do  they   block   it? 

How  are  they  ab'e  to  stop  it? 


GREAT   NEWS 


One  of  the  greatest  advances  in  television  since  the  tube 
took  over  the  home  is  the  comparatively  recent  introduc- 
tion in  some  parts  of  the  country  of  the  10  o'clock  news. 


Some  of  us  who  work  for  a  living  found  it  hard  to  stay 
awake  until   11   p.m. 

And  not  too  often  worth  the  effort. 


WHAT  DID  HE  ADD? 


A  while  ago  1  asked  one  of  the  country's  most  prominent 
taker-overers  what  he  could  possibly  have  contributed  to 
justify  the  sharp  rise  in  the  stock  price  of  a  huge,  just- 
acquired  corporation. 

"What,  in  just  a  couple  of  weeks,  have  you  done  to  add 
any  real  value  to  the  stockholders'  equity?" 

His  answer  was  simple  and  convincing. 

"I  freed  a  very  capable  management  to  move,  to  man- 


age. A  stodgy  board,- dominated  by  old-timers  in  the  busi- 
ness, had  recognized  they  had  problems  and  brought  in  a 
brilliant  new  president,  but  they  couldn't  bring  themselves 
to  let  him  go  at  the  task  whole  hog. 

"We  made  an  enormous  contribution  by  freeing  an 
outstanding  man  to  do  the  job  for  which  he  was  hired, 
and  this  changed  the  company's  prospects  and  potential 
almost  overnight." 


HELP  WANTED 


In  the  May  issue  of  Natural  History  Magazine  appeared 
the  full-page  advertisement  shown  below. 

Have  you  ever  read  a  more  exciting,  specific,  demand- 
ing, challenging  set  of  job  requirements  anywhere? 

This  advertisement  puts  into  perspective  the  whole  new 
world  that  exists  in  Africa  today. 

The  National  Parks  of  Tanzania 
Wanted:   An  Assistant  to  the  Director 

The  Serengeti  and  other  national  parks  in  Tanzania 
cover  an  area  larger  than  Belgium.  They  are  the  finest 
wildlife  sanctuaries  in  the  world.  The  fight  to  save  them 
unimpaired  for  posterity  presents  a  challenge  worth  any 
man's  life. 

The  African  leaders  in  the  Tanzania  Government 
wholeheartedly  support  this  effort  and  have  urged  me 
to  secure  now  all  areas  worthy  of  Park  status  before 
it  is  too  late.  This  concern  is  matched  by  international 
support  on  an  unprecedented  scale.  No  comparable 
opportunity  for  conservation  exists  anywhere  else  in 
the  world. 

I  wish  to  recruit  a  resolute  man  prepared  to  help  me 
grasp  this  opportunity.  He  will  serve  for  some  years 
as  my  assistant  and  although  previous  experience  in 
conservation  is  not  essential  he  must  have  every  one 
of  the  following  qualifications: 
Age  about  35-40. 


A  longing  to  do  something  worthwhile  with  his  life. 
Proved    administrative    ability    in    a    business,   aca- 
demic, financial,  legal  or  governmental  career. 
A  sophisticated,  friendly  and  mature  personality. 
A  genuinely  liberal  outlook  and,  in  particular,  the 
capacity  to  like,  and  work  with,  African  colleagues. 
A  sensitivity  to  the  aesthetic  qualities  of  the  natural 
environment. 

Some  independent  means  which  will  enable  him  to 
give  his  services  for  as  long  as  he  is  needed  in  Africa 
on  a  relatively  modest  salary. 

Ability  to  fly  (or  learn  to  fly)  a  light  plane. 
If     married,     a     like-minded,     strength-giving     and 
stoical  wife. 

(Note:  the  education  of  children  presents  difficult  but 
not  insoluble  problems.) 

Although  I  am  British,  my  successor  as  Director,  in 
the  foreseeable  but  still  indeterminate  future,  will  cer- 
tainly be  an  African.  This  will  provide  a  continuing 
and  challenging  opportunity  for  service  of  the  greatest 
value  but  my  assistant  must  be  able  by  nature  to  find 
his  fulfillment  in  the  role  of  a  No.  2 — never  a  No.  1. 

Those  who  have  the  above  qualifications  and  who 
wish  to  apply  for  this  post  should  write  to  me  c/o 
Natural  History  Magazine,  Central  Park  West  at  79th 
St.,  New  York,  N.Y.  10024,  enclosing  their  curriculum 
vitae  and  two  references. 

This  is  not  a  job  for  an  escapist. 

John  Owen 
Director,  Tanzania  National  Parks 


CAHOOTS 


If  the  Justice  Department  wants  to  break  up  a  really 
rough  consumer  gouge,  instead  of  picking  on  some  poor, 
defenseless  multibillion-dollar  corporation,  they  should 
investigate  what  I  am  sure  must  be  a  nefarious  plot  be- 
tween soap  makers  and  soap-dish  makers. 

Have  you  ever  been  in  a  shower  or  a  tub  with  a  recessed 
soap  dish  that  drains!  When  dripping  hand  plonks  the 
soap  cake  into  the  ribbed  receptacle,  you  can  be  sure,  come 


the  dawn,  that  the  puddle  will  have  turned  at  least  half  the 
soap  into  a  mushy,  useless  pulp. 

Now  do  you  suppose  it's  purely  a  coincidence  that  no 
one  has  yet  designed  a  soap-dish  that  keeps  the  cake 
drained  and  dry  instead  of  in  a  constant  state  of  limpid 
disintegration? 

Cahoots,  I  say! 

After  them,  Justice! 

—Malcolm  S.  Forbes, 

Editor-in-Chief 


176  PRODUCTS 
FOR  DEFENSE  INDUSTRIES 

Of  the  many  Porter  products,  176  are  manufactured  for  the 
defense  industry  alone. ..from  custom  forging  and  machining  to 
structural  shapes... from  aircraft  ducting  to  hydraulic  hose  assem- 
blies... from  alloy  wire,  rod  and  strip  to  air-conditioning  systems... 
from  cargo  belts  to  specialty  motors.  Call  Porter.  Pittsburgh,  Pa. 


j]|]j||jjl  H.  K.  PORTER  COMPANY,  INC. 
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AEPD  (Advanced  Electrochemical  Products  Division)  is  Allis-Chalmers 
newest  special  arm  dedicated  to  government  space  and  defense  proj- 
ects: electrochemical  technology  .  .  .  new  product  development  .  .  . 
hardware  production. 

Fuel  cells  are  among  the  equipment  made  by  the  Advanced  Electro- 
chemical Products  Division.  Other  Allis-Chalmers  developments  in- 
clude electrolysis  life  support  systems  —  oxygen  concentration  sys- 
tems —  auxiliary  power  systems  —  ground  support  equipment. 

Headquarters  of  this  dynamic  Allis-Chalmers  Division  is  Green- 
dale,  Wisconsin,  where  AEPD  recently  completed  a  half-million-dollar 
plant  expansion,  including  new  inplant  qualification  provisions  for 
vibration,  thermal  and  vacuum  environment  testing. 

AEPD  is  another  example  of  Allis-Chalmers  unique  combination 
of  capabilities  —  serving  our  country's  needs  in  space  and  defense. 


ALLIS-CHALMER! 
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Eleven  questions 

for  presidents 

considering  a 

computer  installation 


If  you  are  contemplating  a  major 
data-processing  center,  here  are 
eleven  questions  you  should  be  ask- 
ing your  staff: 

•  Will  the  choice  of  location  for  the 
center  best  serve  your  interests— 
immediately  as  well  as  in  the  future? 

•  Will  the  layout  of  the  center  in- 
corporate the  most  efficient  flow  of 
traffic  among  those  departments 
that  support  or  depend  on  it? 
•Will  the  plan  permit  maximum  in- 
ternal flexibility  for  adding  and  re- 
arranging peripheral  equipment? 

•  Will  it  have  adequate  provisions  for 
physical  expansion  to  accommodate 
additional  "hardware"  and  staff? 

•  Will  the  center  have  built-in  opera- 
tional reliability? 

•  Will  it  have  safety  features  to  help 
protect  your  investment  as  well  as 
service  commitments? 

•  Will  it  have  provisions  for  main- 
taining information  security? 


•  Will  the  working  environment  at- 
tract and  hold  the  skilled  personnel 
you  require  to  get  the  maximum 
benefit  from  your  investment? 

•  Will  the  capital  cost  of  the  new 
installation  bear  a  realistic  relation- 
ship to  the  anticipated  benefits? 

•  Will  the  planning,  design  and  con- 
struction of  the  computer  center  be 
handled  so  as  to  assure  on-schedule 
and  within-budget  completion? 

•  Do  you  have  the  internal  resources 
to  plan  the  new  installation  to  assure 
satisfactory  answers  to  all  these 
questions? 

An  Austin  FACILITY  ANALYSIS 
is  one  of  seven  Austin  Engineering- 
Economic  consulting  services  de- 
signed to  assist  clients  in  analyzing 
operations,  determining  physical  re- 
quirements and  in  planning  new 
facilities  that  will  reduce  operating 
costs,  increase  efficiency,  and  en- 
hance the  company's  public  image. 


OTHER  ENGINEERING-ECONOMIC 
CONSULTING  SERVICES 

Austin  offers  these  services,  individually,  or 
in  any  combination  as  a  corollary  to  its  de- 
sign, engineering  and  construction  services 
for  industrial,  commercial  and  institutional 
facilities: 

•  Feasibility  Studies 

•  Site  Location  Surveys 

•  Site  Evaluation,  Selection  and  Planning 

•  Land  Development  Planning 

•  Utility  Analysis 

•  Material  Handling  and  Distribution 
Studies 

For  further  information  please  write,  wire 
or  teletype: 


THE  AUSTIN 
COMPANY 

Designers  -  Engineers  -  Builders 

GENERAL  OFFICES- 
3650  MAYFIELO   ROAD.   CLEVELAND.   OHIO  44121 
TELEX    216  486  5685 
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Forbes! 


"Like  Investing  in  Land 

out  in  the  Country" 

Of  course,  the  space  program  must  take  second  place  to 

more  urgent  national  needs.  But  to  abandon  space  exploration, 
to  ignore  it,  to  sneer  at  it  is  to  do  a  disservice  to  the 

long-range  health  of  the  American  economy. 
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In  backing  Columbus — so  the  his- 
torian Samuel  Eliot  Morison  tells  us — 
Queen  Isabella  had  two  motives,  prob- 
ably in  this  order:  making  a  fast  buck 
in  the  spice  trade,  and  opening  new 
territories  for  her  Catholic  mission- 
aries. That  she  was  about  to  change 
the  history  of  mankind  did  not  and 
could  not  have  occurred  to  her. 

Most  of  the  great  turning  points 
in  human  history  are  like  that:  The 
Manhattan  Project  was  basically  a  de- 
fensive move  against  the  danger  of 
Germany's  getting  there  first  with  an 
atomic  bomb.  For  better  or  worse,  it 
launched  the  atomic  age. 

Johann  Gutenberg  sought  a  way  to 
print  with  movable  type  for  the  very 
simple  and  practical  reason  that  he 
wanted  more  people  to  read  the  Bible. 
That  he  was  ushering  in  mass  literacy, 
democracy  and  the  spread  of  Protes- 
tantism was  not  at  all  on — or  in — Gu- 
tenberg's mind. 

These  great  human  adventures  had 
two  things  in  common:  1)  They  were 
done  for  simple,  practical  reasons.  2) 
Most  contemporaries  shrugged  and 
said  "who  needs  it?" 

The  editors  of  Forbes  see  some  in- 


teresting analogies  between  these  great 
searches  and  the  present  era  of  space, 
exploration. 

Looking  for  Work 

Our  present  space  program  began 
for  reasons  that  were  justifiable  in 
everyday  terms.  Russia's  Sputnik  I 
scared  the  pants  off  most  Americans, 
and  the  politicians  had  a  very  practical 
reason  for  doing  something  about  it; 
they  wanted  to  continue  in  office.  Sec- 
ondly, the  aerospace  industry  was  con- 
cerned about  prospects  of  disarmament 
and  wanted  nonmilitary  diversification. 
It  also  wanted  money  for  poking  into 
advanced  technology.  To  put  it  blunt- 
ly, the  aerospace  industry  was  looking 
for  work.  With  his  gift  for  rhetoric, 
the  late  lohn  Fitzgerald  Kennedy  sold 
the  Apollo  moon  shot  with  romantic 
phrases,  but  the  fact  remains  that  the 
nation  was  acting  out  of  quite  sim- 
ple motives. 

Now  that  the  JFK  glow  has  faded, 
space  exploration,  like  the  other  great 
events  we  have  catalogued,  is  not  es- 
pecially popular.  The  polls  show  peo- 
ple are  asking  "who  needs  it?" 

Space  has  achieved  its  initial  goals 


of  catching  up  with  the  Russians,  and 
helping  to  keep  the  aerospace  industry 
busy.  Having  done  so,  space  explora- 
tion now  has  the  potential  of  chang-. 
ing  our  world.  Slowly  but  surely,  space 
technology  and  space  knowledge  have 
begun  infusing  themselves  into  our 
lives.  We  have  gained  tremendous  ex- 
perience with  space;  we  are  no  longer 
-afraid  of  it.  For  this  reason,  Forbes 
thinks: 

1)  The  U.S.  should  continue  in  the 
forefront  of  space  exploration. 

2)  The  U.S.  should  have  a  well- 
funded  and  stable  space  program  with 
a  permanent,  though  not  extravagant, 
position  in  the  priority  of  national 
goals. 

3)  Business  should  understand  and 
support  such  a  program. 

While  space  spending  is  still  run- 
ning at  an  annual  rate  of  $4  billion  or 
so,  almost  all  of  this  is  committed  for 
the  impending  manned  Apollo  moon 
shot.  Money  has  been  largely  elimi- 
nated for  post-Apollo  moon  explora- 
tion and  for  instrumented  probes  into 
the  farther  reaches  of  the  solar  sys- 
tem. What  is  needed  is  not  lavish 
new  spending  but  a  sympathetic  un- 


Moonscape.  Throughout  history,  mankind  wondered 
what  the  moon  really  looked  like.  Now  we  know.  Sur- 
veyor VIl's  TV  cameras  gave  us  this  rock-strewn  moon- 
scape. Beautiful  terrain?  Hardly,  but  who  can  help  being 
thrilled  at  seeing  what  was  previously  denied  to  human 


eyes?  The  picture  below  is  a  spherical  mosiac  of  212 
individual  photographs  taken  by  Surveyor  in  early  1968 
and  radioed  back  to  earth.  But  man  himself  has  yet  to 
get  close  to  the  moon.  The  color  photo  on  the  preceding 
page  was  taken  from   150  miles  up  by   Gemini   VII. 
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derstanding  in  Congress  and  by  the 
public  of  the  value  of  space  exploration. 
We  are  talking  an  extra  few  hundred 
millions,  not  billions.  The  real  payoff 
will  probably  be  to  our  children.  But  is 
that  bad? 

Another  Darwin? 

B>  pushing  man  into  a  strange  envi- 
ronment, space  is  forcing  us  to  refine 
and  improve  our  technology  and  our 
management  methods  as  well. 

What  it  all  boils  down  to  is  this:  Be- 
cause of  the  tremendous  demands  for 
power,  for  accuracy,  for  planning,  for 
controlling  environments,  the  space  pro- 
gram is  giving  a  tremendous  push  to  all 
kinds  of  technology.  Representative 
Joseph  E.  Karth  ( D.,  Minn.),  chairman 
of  the  House  subcommittee  on  space 
science  and  applications,  puts  it  very 
well:  "The  real  guts  of  the  space  pro- 
gram is  not  rockets  taking  off  in  clouds 
of  steam.  It  is  the  immensely  sophisti- 
cated technology  which  has  already 
given  us  the  satellite  and  microminia- 
turization, which  has  advanced  the  state 
of  the  computer." 

It  has  also  advanced  progress  on  the 
fuel  cell.  Out  of  space  may  one  day 
come  the  ultimate  form  of  human  trans- 
portation: rocket  transportation.  ("Just 
think."  sa\s  one  aerospace  man.  "Faster 
than  any  SST  No  sonic  boom.  No  prob- 
lems about  weather.")  It  is  already 
bringing  better  weather  prediction  and 
more  efficient  location  of  natural  re- 
sources. It  may  one  day  help  us  make 
the  deserts  produce  food.  It  is  already 
leading  to  new  and  better  materials  than 
we  had  yesterday. 

We  have  already  had  our  first  space- 
age  merger,  the  $2.4-billion  North 
American  Rockwell  Corp. 

Space,  too.  is  forcing  us  to  study  man 
himself  intensively.  An  eminent  scien- 
tist. Dr.  Richard  W.  Porter  of  the  Gen- 
eral Electric  Co.  sa\s:  in  medicine 
alone  .  .  .  research  in  fields  like  biology 
and  physiology  has  spurted  ahead  at  a 
tremendous  rate  over  w  hat  we  would  be 
doing  this  very  moment  if  the  space  pro- 
gram did  not  demand  so  much  knowl- 
edge." Another  great  space  scientist  ex- 
pects the  space  program  to  produce 
within  a  few  years  positive  proof  of 
some  form  of  life  on  Mars  and  predicts 
that  this  will  "have  an  impact  on  peo- 
ple generally  comparable  to  the  impact 
that  Darwin's  theory  of  evolution  had." 

In  short,  space  exploration  is  the  very 
frontier  of  modern  technological  re- 
search and  development.  Will  it  pay  for 
itself  in  balance-sheet  terms  over  the 
next  few  years?  Will  it  give  quick  help 
to  our  current  social  problems?  No,  but 
the  smart  company  does  not  cut  out  its 
R&D  just  because  it  is  having  a  bad  year. 

Yet  many  Americans  think  we  should 
gut  the  space  program  because  our  econ- 


omy  is  in  trouble.  "We  find  increasing 
interest  in  other  countries  in  space- 
Japan,  France,  the  Soviet  Union,  at  a 
time  when  we  in  the  United  States  are 
losing  interest,"  laments  Dr.  William  H. 
Pickering,  the  brilliant,  thoughtful  di- 
rector of  Pasadena's  Jet  Propulsion 
Laboratory. 

A  Forbes  reporter  was  recently  chat- 
ting about  the  space  program  with  Navy 
Capt.  James  A.  Lovell,  astronaut  vet- 
eran of  two  space°flights.  Lovell  groped 
for  a  way  to  put  the  space  program  in 
terms  that  businessmen  could  appreci- 
ate. "It's  kind  of  like  investing  in  land 


out  in  the  country,"  he  finally  said. 
"You're  not  going  to  get  a  return  right 
away,  but  when  you  do,  it  is  going  to  be 
tremendous.  If  we  don't  invest  in  space, 
just  like  in  that  land  around  cities,  some- 
body else  will." 

That's  a  nice,  homey  way  of  putting 
something  that  is  too  often  clouded  in 
romantic  nonsense,  political  oversimpli- 
fication and  the  American  tendency  to 
deal  almost  exclusively  with  the  here- 
and-right-now.  On  the  following  pages, 
Forbes  reports  on  space,  not  as  a  specu- 
lation for  fast  results,  but  as  a  big-po- 
tential investment  for  the  long  pull. 


II 


NASA  Skyscraper.  Much  of  the  $30 
billion  spent  to  date  by  the  National 
Aeronautics  and  Space  Administration 
has  gone  into  capital  facilities.  Take  this 
vehicle  assembly  building  at  Cape  Ken- 
nedy, Florida.  The  bill:  $117  million. 
Why  so  costly?  To  give  an  idea  of  its 
size,  the  structure's  main  interior  bay 
area  is  approximately   52  stories  high 


and  it  contains  three  times  as  much  cu- 
bic interior  space  as  the  Empire  State 
building.  It  is  used  for  the  assembly  and 
checkout  of  Saturn  V  rocket  stages  and 
Apollo  spacecraft.  While  this  structure 
is  being  paid  for  out  of  the  Apollo  pro- 
gram, it  will  be  available  for  many  years 
thereafter  for  further  manned  and  un- 
manned space  ventures. 
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sting,  Testing,  Testing.  Before  risk- 
?  human  life  in  space  flights,  NASA 
ist  test  its  systems  exhaustively.  It's 
major  reason  space  exploration  is  so 
ttly.  This  November  1967  firing  of 
'.  Saturn  V  rocket  was  the  first  of  two 
ts  in  preparation  for  the  first  manned 
tollo  launch  early  this  fall.  Until  re- 
verable  rockets  are  developed,  this 
id  of  testing  is  going  to  be  a  major 
sf  item  in  space. 


Up,  Up,  Up.  Minutes  from  the  tension 
and  noise  of  the  launching  pad,  the  as- 
tronaut emerges  into  a  quiet  and  serene 
world  with  a  totally  different  perspec- 
tive. At  220  miles  altitude— nearly  30 
times  the  height  at  which  commercial 
jets  fly— this  is  the  way  the  River  Nile 
looked  to  the  astronauts  of  Gemini  XI. 
With  modern  photographic  techniques, 
this  vantage  point  can  be  used  for  more 
than  spying.  A  Radio  Corp.  of  Amer- 
ica vice  president,  Irving  Kessler,  de- 


Gemini  XI  tether  test 
over  Baja  California 


scribes  the  potential  of  a  proposed  500- 
mile-high  earth-resources  satellite:  "The 
three  cameras  will  take  pictures  in  dif- 
ferent parts  of  the  spectrum— one  blue- 
green,  one  red,  one  infrared.  Every  ob- 
ject in  the  universe  has  a  different  re- 
flectivity. You  can  tell,  for  example,  this 
is  shale;  this  is  water  pollution;  this 
bump  and  that  color  may  mean  oil.  You 
can  tell  healthy  crops  from  diseased 
crops.  This  thing  will  orbit,  making  sev- 
eral passes  over  every  region  of  the 
country  several  times  a  season."  This  is 
only  one  example  of  the  kind  of  payoff 
space  may  bring  once  the  big,  low- 
return  development  expenditures  are 
completed.  On  this  and  following  pages 
are  other  satellite-eye  views  of  earth. 


Texas-Louisiana  Gulf  Coast  I 
from  Gemini  XI 


Gemini  XI  view  of 
Arabia-Somali 


Fiction  Becomes  Fact.  Could  man  sur- 
vive, let  alone  work,  under  conditions 
of  near-weightlessness  in  space?  Until 
the  U.S.  and  the  Soviet  Union  launched 
their  present  space  exploration  pro- 
grams, scientists  could  only  guess.  Now 
we  know  the  answer  is  "yes."  Picture 
shows  Astronaut  Edwin  E.  Aldrin  Jr. 
in  1966  tethered  to  Gemini  XII, 
maneuvering  in  space,  135  miles  up. 
Question:  Is  it  worth  the  expense  and 
planning  needed  to  send  men  instead  of 
instruments  on  space  missions  at  this 
stage?  That's  a  lively  controversy  to- 
day. While  no  known  instrument  can  do 
what  a  man  can  do,  there  is  a  fantastic 
difference  in  cost.  Thus  it  seems  certain 
that,  after  the  moon,  exploration  of  the 
planets  will  he  done  by  instruments.  For 
example,  miniature  sensing  devices  can 
be  designed  for  detecting  the  presence 
of  life  on  planets,  transmitting  the  find- 
ings back  to  earth.  Manned  expeditions 
to  or  toward  Mars,  Jupiter  and  Venus 
will  almost  certainly  have  to  wait  until 
the  U.S.,  the  U.S.S.R.  and  perhaps  the 
rest  of  the  world  can  get  together  for  a 
global  space  program. 
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Algeria's  Tifernine  Dunes 


Bahama  Banks 


Nile  Delta,  from  110  miles  up 


Arabian  Peninsula's  Muscat  and  Oman 


India  and  Ceylon 


Rendezvous.  Here  is  a  shot  of  Gemini 
VII  (manned  by  Astronauts  James  A. 
Lovell  and  Frank  Borman)  photo- 
graphed by  Astronaut  Thomass  P.  Staf- 
ford from  Gemini  VI.  The  two  craft 
were  maneuvered  close  together,  168 
miles  over  the  Pacific  ocean,  and  orbited 
side  by  side  for  over  five  hours.  The  ma- 
neuver was  in  preparation  for  an  actual 
docking  of  one  spacecraft  with  another 
—which  has  since  been  accomplished 
five  times  by  U.S.  astronauts.  Purpose: 
to  make  sure  that  when  astronauts  land 
on  the  moon  they  will  be  able  to  get 
back  to  the  moon-orbiting  spacecraft. 
This  tactic  can  also  pave  the  way  for 
permanently  manned  space  platforms, 
whose  astronauts  could  be  systematic- 
ally rotated. 
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Traveling 


There  was  nowhere  to  go  but  away. 

Man  had  climbed  the  mountains. 
He'd  traveled  the  seas.  He'd  flown 
higher  and  farther  and  faster  than 
birds. 

But  he  had  to  keep  traveling  .  .  . 

So  he  turned  to  the  planets  and 
stars.  And  in  satisfying  his  drive  to 


get  out  there,  man  has  changed  the 
life  patterns  of  everyone  on  earth, 
abruptly.  Things  will  never  be  the 
same  again.  The  Space  Age  triggered 
a  flood  of  technology  that  surged  into 
every  corner  of  our  lives. 

LTV  Aerospace  Corporation  had 
a  natural  entry  into  the  Space  Age. 
An  experienced  producer  of  aircraft 
and  missiles,  we  are  applying  that 
capability  to  design  and  produce  the 
new  technology  required  by  the 
accelerating  space  effort. 

We  build  one  of  the  world's  most 
reliable  launch  vehicles.  We  design 


simulators  to  train  astronauts,  and 
maneuvering  units,  tools  and  life 
support  systems.  Our  technical 
service  personnel  work  around  the 
globe,  providing  a  complete  spectrum 
of  engineering  and  support  services. 

Helping  challenge  the  most  hostile 
environment  of  all  is  only  one  of  the 
arenas  in  which  we  compete. 

For  over  50  years,  LTV  Aerospace 
has  been  building  products  and 
systems  to  take  up  the  challenges  of 
all  environments:  sea,  air,  land  .  .  . 
as  well  as  space. 

The  last  frontier? 
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Are  the  Russians  Losing  interest,  Too? 

"Space  research  expenditures  do  not  affect  the  needs  of  the  population." 

— Alexei  Kosygin 


So  far  as  space  is  concerned,  John 
F.  Kennedy  and  Nikita  Khrushchev 
had  a  good  deal  in  common.  Each, 
according  to  his  own  style,  sold  multi- 
billion-dollar  space  programs  to  his 
respective  people.  Kennedy  did  it  by 
appealing  to  the  well-known  American 
urge  to  be  the  biggest  and  the  best. 

Khrushchev  appealed  to  pride,  too, 
but  he  did  so  in  a  peculiarly  Russian 
way:  He  played  on  his  country's  an- 
cient inferiority  complex,  aware  as  he 
was  that  it  was  not  many  generations 
ago  when  educated  Russians  spoke 
French  to  prove  they  were  civilized. 

'They  (the  West)  used  to  make  fun 
of  us,  saying  we  Russians  were  run- 
ning about  in  bark  sandals  and  lap- 
ping up  cabbage  soup,"  the  then  Pre- 
mier exulted  in  1964.  "Then  suddenly 
those  who  were  thought  to  lap  up  cab- 
bage soup  and  wear  bark  sandals  got 
into  outer  space  sooner  than  the  so- 
called  civilized  ones.  That,  comrades, 
really  shook  them  up  in  the  bourgeois 
capitalist  world." 

Khrushchev  was  saying,  let's  show 
them  we're  not  oafish  peasants;  let's 
make  sacrifices  in  our  standard  of  liv- 
ing to  show  we're  just  as  civilized  as 
the>  are. 

No  Longer  Afraid  to  Compete 

Sir  Bernard  Lovell,  the  54-year-old 
British  astronomer,  is  one  of  the  few 
Westerners  who  has  had  considerable 
access  to  both  the  U.S.  and  the  Soviet 
space  programs;  his  Jodrell  Bank  Ob- 
servatory in  England  tracks  the  satel- 
lites of  both  countries.  Lovell  feels  that 
Soviet  successes  in  space  had  a  tremen- 
dous effect  in  countering  the  Russian 
inferiority  complex  and  thus  on  loosen- 
ing the  Iron  Curtain.  "It  lifted  the 
spirits  of  the  Soviet  people.  It  made 
them   more    open."    he    told    Forbes. 

"I  remember  at  the  time  of  Sputnik, 
a  little  afterward  perhaps,  I  was  talk- 
ing to  one  of  the  senior  Soviet  scien- 
tists, and  he  said  to  me:  'Tell  me  hon- 
estly, how  does  our  technique  compare 
with  yours  in  the  West?'  I  told  him  that 
it  was  a  little  different,  but  that  his 
must  be  as  good  because  in  the  end 
the  results  were  about  the  same.  His 
face  lighted  up.  He  could  hardly  be- 
lieve me  when  I  said  that  their  instru- 
mentation was  comparable  with  that  of 
the  West. 

FORBES,  JULY  1,  1968 


Heroes  Of  The  USSR.  The 
Russians  experimented  with 
astrodogs  before  sending  a 
man  into  space.  In  1960, 
Belka  (above)  circled  the 
earth  at  a  height  of  200  miles. 


"After  that,  chances  for  visits  be- 
tween Soviet  and  Western  scientists 
greatly  increased.  You  see,  what  we 
overlooked  was  that  a  good  deal  of 
their  secrecy  grew  out  of  shame;  they 
were  embarrassed  to  have  us  see  how 
backward  they  were. 

"More  important,"  said  Lovell,  "it 
is  my  own  firm  conviction  that  their 
ability  to  compete  in  space  lessens  the 
competition  of  the  cold  war  and  cuts 
down  on  the  chances  of  a  hot  war." 

How  about  Housing? 

Professor  Leon  M.  Herman,  the  Li- 
brary of  Congress'  great  expert  in 
Soviet  economics,  thinks  that,  in  the 
Soviet  Union  as  in  the  U.S.,  some  of 
the  old  enthusiasm  for  space  has 
cooled.  Herman  says  that  in  Russia, 
as  here,  people  are  asking:  "What 
about  housing?  What  about  the  drain 
of  supplying  North  Vietnam?  What 
about  the  drifting  away  of  our  old 
allies  in  Eastern  Europe?" 

"They  have  their  own  ways  of 
measuring  public  opinion,"  says  Her- 
man, "and  they're  quite  nervous  about 
their  people's  demand  for  better  living 
standards.  They  don't  want  them  to 
think  that  space  is  robbing  them  of 
housing  or  shoes  or  transportation." 
As  recently  as  December  1965,  Alexei 
Kosygin,  Khrushchev's  strait-laced 
successor  as  Premier,  commented  that 
"Space  research  expenditures  do  not 
affect  the  needs  of  the  population." 
Coming  from  the  head  of  a  monolithic 
state,  that  was  a  defensive  statement. 

Significant,  too,  was  a  statement 
early  this  year  by  Boris  Pavovich 
Konstantinov,  a  vice  president  of  Rus- 
sia's Academy  of  Sciences:  "Space  re- 
search is  not  as  expensive  as  it  is 
useful,"  Konstantinov  said.  "It  pro- 
motes science  and  develops  technology, 
but  it  also  has  great  economic  impor- 
tance. It  makes  possible  increasingly 
precise  weather  forecasts;  it  facilitates 
air  and  sea  navigation.  It  makes  topog- 
raphical research  simpler.  And  its  im- 
portance for  defense  is  enormous. 

"There  are  those  who  think  that 
abandonment  of  space  programs 
would  make  mankind  happier.  I  am 
convinced  it  is  the  other  way  around." 

Konstantinov  sounded  hardly  dif- 
ferent from  NASA  boss  James  E. 
Webb.   Said   Webb   earlier  this   year: 
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Showing  Off.  The  Russians  know  the  propaganda  value 
of  their  achievements  in  space.  After  Yuri  A.  Gagarin 
became  the  first  man  to  circle  the  earth  in  1961,  they 
sent  him  on  a  personal-appearance  tour  of  Western 
Europe  and  the  U.S.  Last  May  they  sent  his  spaceship, 


the  Vostok  (above),  to  Le  Bourget  airfield  in  Paris  to 
impress  the  French.  To  them  prestige  is  a  correlative  of 
power.  The  Russians  can  be  secretive  too.  Not  until  after 
his  death  in  1966  did  the  world  know  that  an  engi- 
neer named  Sergei  P.  Korolev  had  designed  the  craft. 


"We  are  also  getting  many  other 
valuable  returns  from  our  investment 
in  the  national  space  program,  includ- 
ing new  scientific  knowledge;  practical 
benefits,  such  as  those  produced  for 
all  mankind  from  our  weather  and 
communications  satellites;  unique  ex- 
perience in  the  organization  and  man- 
agement of  large-scale  research  and 
development  programs  .  .  .  and  a 
general  quickening  of  the  nation's 
pulse  as  we  respond  to  one  of  the 
greatest  challenges  ever  laid  before  any 
generation." 

Open  Options 

It  would  be  wrong,  however,  to  con- 
clude from  the  similarly  defensive  pos- 
tures the  space  bosses  have  had  to 
take  before  their  publics  that  the  two 
space  programs  are  in  equal  public- 
opinion  trouble. 

For  one  thing,  as  Britain's  Dr.  Lovell 
points  out,  "The  Soviets  have  com- 
plete control  over  press  and  propa- 
ganda." Which  means,  he  says,  that 
"They  have  more  options.  They  can  be 
more  flexible,  more  pragmatic."  In 
short,  they  can  change  fairly  quickly 
and  take  public  opinion  with  them — 
or  ignore  it. 

The  simple  fact  is  that,  for  all  their 
worries  about  public  opinion  and 
about  competing  claims  for  their 
money,  the  Soviets  are  committed  to 
space.  They  are  going  to  continue  to 
spend  heavily  there.  Public  opinion 
for  the  Soviets  is  a  nuisance,  but  it 
certainly  is  not  the  determining  factor 
in  making  decisions. 

In  fact,  Leon  Herman  thinks  that 
one  reason  for  continuing  Soviet 
secrecy  about  space  arises  from  a  need 
to  disguise  from  their  own  people  the 
immensity  of  current  expenditures  on 
space.  In  terms  of  what  money  can 
buy,  the  experts  generally  agree,  the 
Soviet  and  U.S.  space  budgets  have 
been  roughly  the  same.  But  related  to 
the  Soviet  gross  national  product, 
space  spending  runs  to  a  little  over 
1%;  the  U.S.  program  is  currently 
under  one-half  of  1%.  Thus,  in  terms 
of  national  effort,  the  Soviets  are  ex- 
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tending  themselves  for  space  in  a  way 
the  U.S.  never  has,  and  they  have 
been  for  a  much  longer  period. 

It  is  perfectly  natural  that  the  So- 
viets should  be  willing  to  extend  them- 
selves in  this  effort.  For  one  thing, 
space  exploration  is  closely  connected 
with  two  developments  vital  to  de- 
fense in  the  modern  world:  instru- 
mentation capable  of  pinpointing  a 
distant  target;  and  rocket  power  suffi- 


cient to  deliver  destruction   at  great 
distances. 

The  interest  in  space,  moreover,  is 
a  direct  outgrowth  of  a  long-standing 
Russian  fascination  with  aeronautics. 
Under  the  czars,  in  an  otherwise  back- 
ward Russia,  Konstantin  Tsiolkovsky 
was  studying  the  possibility  of  a  man- 
made  earth  satellite.  It  was  a  way  of 
jumping  the  technology  gap  that  sep- 
arated a  feudal  peasant  nation   from 


U.S.S.R. 


Western  technology.  Many  people 
think  Russia's  space  technology  was 
extorted  from  Nazi-German-scientist 
prisoners.  Not  so.  George  J.  Feldman, 
former  director  of  Comsat  wrote: 
".  .  .  rocketry  and  astronautical  re- 
search was  well  enough  advanced  in 
the  Soviet  Union  so  that  the  Russians 
did  not  have  to  rely  slavishly  on  Ger- 
man plans.  In  general,  the  German  ex- 
perts who  were  shanghaied  to  the  So- 
viet missile  development  centers  were 
told  to  produce  solutions  to  certain 
problems.  .  .  .  They  provided  no 
"breakthrough'  or  new  knowledge, 
however." 

The  fact  is  that  as  far  back  as  the 
1930s  Soviet  scientists  were  playing 
with  rockets  and  thinking  about  get- 
ting into  the  stratosphere.  There  is  little 
doubt  that  the  Soviets  were  pursuing 
rocketry  in  the  early  post-World  War 
II  days.  This  at  a  time  when  men  like 
Wernher  von  Braun — the  German 
rocket  expert  who  deliberately  sur- 
rendered to  the  Americans  to  avoid 
capture  by  the  Soviets — were  preach- 
ing the  message  to  deaf  American  ears. 


Then  came  Sputnik,  and  the  U.S. 
reaction — the  Explorer  program.  The 
U.S.  response  was  powerful:  an  ex- 
penditure to  date  of  $30  billion  by 
NASA  alone  and  a  determination  to 
land  the  first  man  on  the  moon.  But 
once  again  there  are  indications  that 
another  gap  may  be  opening  between 
the  long-range  U.S.  and  Soviet  space 
exploration  programs.  The  worry 
among  U.S.  space  people  is  that  this 
nation  may  fall  behind  in  the  race  in 
the  years  to  come.  They  voice  that  fear 
only  in  private,  but  they  sometimes 
wish  that  they  could  be  guaranteed 
funds  for  the  indefinite  future,  as  their 
Russian  colleagues  are.  Although  U.S. 
plans  include  two  "fly-bys"  for  the 
further  reconnaissance  of  Mars  in 
1969,  no  deep  space  probes  beyond 
that  year  are  scheduled. 

This  would  mean  that — unless 
things  change — a  1973  gravitational- 
assist  flight  to  both  Venus  and  Mer- 
cury, and  what  Dr.  William  H.  Picker- 
ing of  the  Jet  Propulsion  Laboratory 
in  Pasadena  describes  as  the  "once- 
in-a-century    opportunity   in    1978    to 


use  the  gravitational  pull  of  the 
planets  to  make  a  'grand  tour'  of 
Jupiter,  Saturn,  Uranus  and  Neptune 
with  one  spacecraft,  in  just  under  nine 
years,"  will  both  have  to  be  forgone. 

"We  can  be  quite  certain,"  says 
Pickering,  "that  the  Soviets  will  at- 
tempt to  land  an  instrumented  pack- 
age on  Mars  in  1969  and  again  in 
1971.  When  you  consider  that  we, 
with  all  our  industrial  and  scientific 
knowhow,  require  up  to  three  years  to 
prepare  a  fly-by  mission  and  five  years 
for  a  lander,  you  can  appreciate  that 
we  will,  once  again,  be  unprepared  to 
counter  this  Soviet  thrust. 

"Rather  than  attempt  to  match  So- 
viet accomplishments  on  a  one-for- 
one  basis,  we  must  develop  a  strong, 
soundly  planned  and  financed  blue- 
print for  space  research  predicated  on 
an  orderly  set  of  goals  that  are  not 
subject  to  the  vagaries  of  budgetary 
chance.  We  need  a  vigorous,  viable 
space  program  based  not  on  reaction 
to  the  Soviets,  but  on  a  dynamic  plan 
of  action  of  our  own  choosing." 

It  is  hard  to  avoid  the  conclusion 
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Now  "on  stream"on  Goose 
Pond  Island*..  Revered  newest 
aluminum  rolling  mill. 

Making  available  to  you  the  broadest  range  of 
aluminum  sheet  and  plate  in  Revere  history! 


Representing  a  $60,000,000 
price  tag,  Revere's  new 
aluminum  rolling  mill  on 
the  Tennessee  River  near 
Scottsboro,  Alabama,  is 
ow  on  full-line  production. 
This  fully  integrated  plant,  with  an 
litial  capacity  of  90,000  tons  of  alu- 
linum  products  a  year,  will  melt,  cast, 
oil,  and  finish  aluminum  and  its  alloys  in 
late  upto  6"thick  and  widths  upto  144" 
. .  coils  at  250  lbs.  per  inch  of  width  .  .  . 
ainted  coils  up  to  60"  wide  .  .  .  flat  and 
oiled  sheet  up  to  72"  wide  and  welded 
jbe— round  and  shapes. 
This  new  plant  is  the  eleventh 
f  Revere's  19  plants  in  the  U.S.  _^^ 
!>  produce  aluminum  prod- 
cts.  In  fact,  Revere  has  man 
factured    aluminum    prod- 


ucts since  1922. 

But  Revere's  new  aluminum 
rolling  mill  is  only  the  begin- 
ning! An  aluminum  reduction 
plant  will  be  built  on  a  260-acre 
site  adjoining  the  rolling  mill.  Initial  ca- 
pacity of  the  reduction  plant  will  be  1 12,- 
000  tons  per  year  of  primary  aluminum 
with  provision  for  future  expansion  to 
336,000  tons  per  year  capacity. 

To   supply  the   Scottsboro   reduction 
plant,  a  220,000-ton-a-year  alumina  facil- 
ity will  be  built  in  Jamaica,  West  Indies. 
Expansion   will   coincide  with   reduction 
plant  requirements. 

Currently,  Revere's  major 
source  of  primary  aluminum 
is  Ormet  Corporation,  owned 
jointly  by  Revere  and  Olin 
Mathieson  Chemical  Corporation. 


Ormet  is  the  fourth  largest  U.S. 
producer  of  aluminum. 
Revere  Copper  and  Brass  Incor- 
porated, 230  Park  Ave.,  New  York, 
N.Y.  10017.  First  and  Finest  in  Copper 
and  Brass.  Fully  Integrated  in  Aluminum. 


REVERE 


SEND  FOR  FREE  "SCOTTS- 
BORO FACT  FOLDER"  for 

full  derails.  Write  Desk  "C" 
at  above  address.  You  will 
also  receive,  free,  a    36- 
page   brochure,  "Revere 
Aluminum   Products."   Send 
for  them  today'  Since  1801 
Revere    has    been    known 
for  its  craftsmanship  in  copper  and  brass.  You  can 
be   sure   you'll  get  that  same   craftsmanship   in 
Revere  aluminum. 


that  many  U.S.  space  advocates  would 
almost  welcome  a  dramatic  new  So- 
viet space  exploit.  A  Soviet-manned 
orbit  of  the  moon  is  one  such  possi- 
bility. Another  would  be  a  perma- 
mently  manned  space  platform.  Such 
an  accomplishment  in  the  near  future 
would  almost  certainly  become  an 
issue  in  the  1968  Presidential  race  and 
rekindle  American  interest — perhaps 
panic  is  a  better  word — for  space  ex- 
ploration. Sir  Bernard  Lovell  puts  it 
in  these  words:  "Public  opinion  in  the 
U.S.  is  rather  like  your  stock  market 
— highly  volatile.  After  Sputnik  you 
were  all  for  space.  Now  the  same  peo- 
ple who  kept  you  at  a  low  scientific 
level  before  Sputnik  are  trying  to  put 


Triumph   of  Communism? 

That's  how  the  leaders  of 
the  Soviet  Union  view  the 
achievements  of  cosmonauts 
like  Yuri  A.  Gagarin  (top 
and  bottom).  They  spare  no 
effort  to  inculcate  the  Rus- 
sian masses  with  the  idea 
that  Russia's  many  firsts  in 
space  prove  the  superiority  of 
communism  over  capitalism. 
Thus,  they  built  a  monument 
(left)  conmemorating  Sput- 
nik near  the  National  Eco- 
nomic Achievements  Exhibi- 
tion in  Moscow  in  1965.  The 
exhibit  at  the  Moscow  Planet- 
arium (below,  left)  was  de- 
veloped   for    schoolchildren. 


Navigating  through  "space"  by  wind  and  ballast. 


Man's  first  tottering  steps  toward  scientific  "space" 
exploration  were  taken  in  hot-air  balloons  at  the  dawn 
of  the  nineteenth  century.  Ascending  from  Paris  on 
August  24,  1804,  Joseph  Gay-Lussac  and  Jean  B.  Biot 
reached  the  impressive  altitude  of  13,000  feet. 
Although  their  observations  were  confined  to  magnetic 
measurements,  temperature  readings  and  air  sampling, 
these  experiments  remained  the  only  scientific 
achievements  of  their  kind  for  nearly  half  a  century. 

Today,  scientific  study  by  balloon  has  been 
superseded  by  satellites.  Launching  satellites  into 
perfect  orbits  requires  space  boosters  with 
ultra-precise  guidance  systems,  such  as  the  Titan  lll-C 


guidance  system  by  AC  Electronics.  This  all-inertial 
system  has  already  guided  a  Titan  lll-C  through 
intricate  space  maneuvers  to  station  a  chain  of  military 
communications  satellites  into  near-synchronous 
orbits  18,000  miles  above  the  equator  ...  an 
unparalleled  space  spectacular. 

To  find  out  how  AC'S  proved  capability  in  guidance, 
navigation  and  control  systems  for  space,  air,  land,  sea 


and  undersea  vehicles  can 
work  for  you,  write:  Director  of 
Sales,  AC  Electronics  Division, 
General  Motors  Corporation, 
Milwaukee,  Wisconsin  53201. 


AC  ELECTRONICS 


GM 
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Another  First  Coming?  The 

Soviets,  who  put  the  first  sat- 
ellite in  space,  the  first  man 
and  the  first  woman,  Valen- 
tino Tereshkova  (top),  then 
only  26,  are  now  believed 
working  on  another  first — 
the  landing  of  instruments  on 
Mars.  They  have  made  nu- 
merous attempts  to  launch 
probes  of  Mars.  So  far,  all 
have  failed,  but  the  Russians 
persist.  Shown  at  bottom  is 
the  control  center  of  a  launch- 
ing site  "somewhere  in  the 
USSR"  where  Soviet  attempts 
to  reach  Mars  before  the  U.S. 
are  probably  being  planned. 


you  back  down  there  again." 

Sir  Bernard,  of  course,  speaks  from 
the  point  of  view  of  the  scientific 
community  which  believes  in  knowl- 
edge for  its  own  sake  and  which  is 
not  particularly  sympathetic  to  the 
politician  who  must  take  into  account 
the  mood — or  the  presumed  mood — 
of  the  electorate.  As  far  as  the  U.S.  is 
concerned,  Sir  Bernard  might  have 
singled  out  the  singular  lack  of 
appreciation  for  the  work  of  Dr. 
Robert  H.  Goddard,  who  took  out  a 
patent  on  a  multistage  rocket  as  early 
as  1914.  In  1916,  Goddard  wrote  a 
monograph  on  his  theory  that  the  moon 
could  be  hit  by  a  rocket  that  would 
carry  a  flash  bomb  in  its  nose,  so  that 
the  impact  would  be  visible  from  the 
earth.  For  his  pains,  Goddard  was 
dubbed  "the  Moon  Man"  in  the  news- 
papers and  not  till  long  after  his  death 
was  a  space  center  named  for  him. 
Goddard — though  he  had  made  such 
momentous  discoveries  as  the  fact 
that  a  rocket  could  be  fired  in  a  vac- 
uum, thus  showing  that  it  would  be 
possible  to  control  a  spacecraft  in  the 
airless  wastes  of  outer  space — remains 
one  of  America's  almost  unsung  he- 
roes. As  far  back  as  1918,  he  had 
demonstrated  to  top  brass  at  the  War 
Department  that  a  tank  could  be  put 
out  of  action  by  a  rocket  fired  from 
a  recoilless  barrel  that  could  be  car- 
ried by  one  man,  but  not  until  World 
War  II  was  well  under  way  did  the 
U.S.  develop  the  bazooka. 

No  one  who  knows  the  American 
people  seriously  thinks  they  will  ac- 
cept permanent  inferiority  in  space. 
It  would  seem  simple  common  sense, 
however — scientifically,  economically 
and  for  national  prestige — to  have  a 
stable,  continuing  program,  rather 
than  an  erratic,  fluctuating  one.  ■ 
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Looking  for  new  money? 


\Ne  deliver. 


/e  can  provide  your 
orporation  with  money  for 
le  long  haul,  or  the  short. 
or  today's  inventory.  Or 
Jmorrow's  plans.  Wells 
argo's  staff  of  corporate 
nancing  specialists, 
'orking  in  cooperation  with 
our  firm's  executives,  will 


tailor  a  program  to  meet  your 
specific  requirements. 
Perhaps  your  program  will 
call  for  speeding  customer 
payments  by  use  of  our  lock 
box  banking  service.  Or 
maybe  it  will  be  financing  for 
accounts  receivable.  Or  lines 
of  credit  for  current  needs 
and  future  expansion.  Or  our 
Equipment  Leasing  Service, 
which  enables  you  to  acquire 


and  use  equipment  without 
committing  large  sums  of 
money.  Thus  freeing  your 
capital  for  other  needs.  And 
there  are  dozens  of  other 
possibilities.  All  available  to 
be  developed  into  an 
imaginative  and  efficient 
program  for  you. 


So  if  your  corporation  is 
looking  for  new  money,  just 
contact  the  oldest  bank  in 
the  West:  Wells  Fargo. 
Northern  California  Head- 
quarters, National  Division, 
464  California  Street, 
San  Francisco  94120; 
Southern  California  Head- 
quarters, National  Division, 
41 5  West  Fifth  Street, 
Los  Angeles  90054. 


WELLS  FARGO  BANK 


MEMBER  fEOERAL  DEPOSIT  INSURANCE  CORPORATION 
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Carol  Phillips 
las  more  important  thing* 
than  going  to  the  moon. 


She'll  still  get  a  lot  out  of  the  space  age. 


Asteroids,  orbits  and  astrophysics  don't  mean 
a  thing  to  her.  But  what  about  water  pollution, 
surgical  techniques  and  miniature  TV  set^.' 

Nearly  every  phase  of  modern  industry  has 
been  directly  influenced  by  the  seeding 
effect  of  America's  space  program.  And  Carol 
Phillips  has  just  as  much  to  gain  from  it  as 
the  men  who  make  the  first  trip  to  the  moon. 

Already,  there's  a  system  to  convert  oxygen 
and  hydrogen  into  electricity  while  produc- 
ing pure  drinking  water  at  the  same  time. 

The  microminiaturization  developed  for 
space  flight  is  going  into  everything  from 


artificial  organs  to  pocket-sirred  record  players. 

In  Pennsylvania,  electronic  circuitry 
evolved  from  rocket  research  is  keeping  tabs 
on  water  pollution  levels. 

And  we've  barely  scratched   the  surface. 

More  than  2,700  companies  are  working 
with  North  American  Rockwell  on  the  Apollo 
Command  and  Service  Module  alone.  And 
most  of  them  are  attacking  problems  whose 
solutions  will  someday  affect  the  lives  of  every 
man,  woman  and  child  on  the  face  of  the  earth. 

So  even  if  you're  not  ready  for  the  moon, 
get  set  for  an  exciting  trip. 
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They  were  never  really  lost. 

'  That's  because  they  had  an  electronic  lifeline  to  hang  on  to. 
A  special  radio  made  by  Sylvania,  a  part  of  General  Telephone 
&  Electronics. 

As  soon  as  theyturned  it  on,  it  sent  out  a  continuous  homing 
signal  for  any  searching  ships  or  aircraft. 

And  later,  it  lets  them  talk  wich  their  rescuers. 

But  that's  not  what  makes  it  special. 

What  does,  is  that  it's  only  about  as  big  as  two  cigarette 
packs.  That  it  runs  on  just  one  flashlight-sized  mercury  battery. 

And  that  it's  so  rugged,  it  works  at  altitudes  up  to  40,000 
feet— and  even  after  it's  been  dunked  in  seawater. 

Technically,  it's  an  electronic  breakthrough.  Because  it  uses 
special  circuits— called  hybrid  microcircuits— that  shrink  its 
receiver,  transmitter  and  voice  amplifier  down  to  matchbook 
size. 

Right  now,  Sylvania  makes  this  particular  radio  only  for  the 
"military. 

But  someday  we  hope  to  make  a  version  for  civilians,  too. 
For  hunters,  campers,  boatsmen,  private  pilots— anybody  who 
runs  the  risk  of  getting  lost. 

It's  too  good  a  thing  not  to. 

General  Telephone  &  Electronics 

e  than  60 companies  including  Svlvama.  Telephone  Companies  3nd  Communication  equipment  manufacturers. 


A  Return  on  the  Investment?  Yes,  but  Slowly 

"We  like  to  think  of  ourselves  as  leaders  in  this  technological  civilization  we're  getting  into.  If 
we're  going  to  maintain  that  leadership,  space  is  going  to  be  very  important — not  because  of 
the  immediate  practical  application,  but  because  the  technology  you  develop  there  starts 
to  go   all   through   your  economy  and  gradually  infuses  its  knowhow  into  many  areas." 

— Dr.  William  H.  Pickering,  director,  Jet  Propulsion  Laboratory 


In  a  mood  of  euphoria  not  long  ago 
President  Lyndon  B.  Johnson  said. 
"The  funds  going  into  space  research 
are  investments  which  will  yield  divi- 
dends to  our  lives,  our  business,  our 
professions,  many  times  greater  than 
the  initial  costs.  Our  space  outlay  will 
yield  a  $2  return  for  every  Si  invested. 
For  every  nickel  we  put  into  it.  we 
get  a  dime  back." 

Of  course,  the  President  was  defend- 
ing the  U.S.  space  program  against 
its  numerous  detractors,  and  can  be 
excused  for  neglecting  the  most  im- 
portant item  of  input  in  any  invest- 
ment decision:  when.  He  did  not  say 
when  for  the  very  simple  reason  that 
he  could  not.  And  that  is  one  of  the 
great  problems  facing  anyone  who 
defends  the  space  program  in  dollars- 
and-cents  terms.  Against  the  host  of 
problems  facing  us  that  require  and 
demand  fast  action — inflation,  poverty, 
pollution,  transportation — most  of  the 
direct  benefits  that  will  come  from 
space  exploration  are  for  the  future. 
It  is  not  a  fast  payoff  investment.  Ulti- 
mately there  will  be  tremendous  mate- 
rial benefits  from  the  U.S.'  investment 
($30-billion  to  date)  in  space  ex- 
ploration. So  far,  however,  there  have 
been  relatively  little. 

'"It  gets  very  hard  to  tie  the  [com- 
mercial] chain  to  the  space  project," 
says  John  Stack,  a  vice  president  of 
engineering  of  Fairchild  Hiller.  "To 
look  for  specific  fallouts,"  adds  John 
P.  Rogan,  general  manager  of  the 
Douglas  Missile  and  Space  Systems 
division  of  McDonnell  Douglas,  "be- 
comes rather  difficult,"  except  for  the 
few  large-scale  artifacts  that  have 
emerged  thus  far — communications, 
weather  and  navigation  satellites. 

Still,  there  are  space-derived  pro- 
ducts on  the  threshold.  When  NASA 
launched  Early  Bird  for  the  Communi- 
cations Satellite  Corp.  three  years  ago, 
it  boosted  the  capacity  of  the  transat- 
lantic telephone  system  by  50%.  In 
the  process,  it  put  into  orbit  an  in- 
dustry which,  the  American  Institute 
of  Aeronautics  &  Astronautics  esti- 
mates, will  be  grossing  $200  million 
a  year  by  1975. 
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The  Beginning.  Early  Bird 
came  late.  The  first  U.S. 
commercial  comm  unications 
satellite  (above)  went  into 
orbit  in  1965.  Two  years 
earlier  NASA  had  already 
launched  Bell  Telephone  Lab- 
oratories' satellite,  Telstar  II. 


This  is  not  pie  in  the  sky.  From  the 
customer's  point  of  view,  the  incen- 
tives are  already  there.  Before  Intelsat 
II  and  Early  Bird  got  off  the  pad,  the 
standard  monthly  charge  on  a  half- 
circuit  between  San  Francisco  and 
Tokyo  was  $15,000;  between  New 
York  and  Paris,  $10,000.  When 
Comsat  filed  rates  of  $4,900  and 
$3,800,  respectively,  the  privately 
owned  carriers  cut  their  charges  to 
$10,000  and  $6,500.  The  pattern  has 
continued  to  run  that  way.  When  the 
Defense  Department  asked  for  bids 
on  circuits  to  Southeast  Asia,  it  got 
identical  bids  of  $12,000  a  circuit 
from  everyone  except  Comsat,  which 
came  in  at  $4,000. 

Those  figures  are  hard  to  beat,  and 
the  privately  owned  communications 
companies  (AT&T,  RCA  and  Western 
Union  International),  all  of  which  are 
stockholders  in  Comsat,  understand- 
ably regard  them  with  misgivings. 

One  Clear  Gain 

Satellites  are  one  of  the  few  clear- 
cut  commercial  cases  where  the  ad- 
vantages are  all  with  the  new  tech- 
nology, mostly  because  it  costs  an  arm 
and  a  leg  to  lay  cable.  For  instance, 
Intelsat  III  is  a  series  of  three  satellites 
scheduled  to  go  up  later  this  year,  and 
each  carries  1,200  circuits  and  costs 
some  $9  million,  including  the  cost 
of  the  launch.  The  720-circuit  under- 
water system  designed  to  go  into  place 
between  Rhode  Island  and  the  Iberian 
Peninsula,  by  comparison,  will  soak 
up  an  estimated  capital  investment  of 
at  least  $70  million. 

The  economic  case  for  weather  and 
navigation  satellites  is  more  difficult 
to  document,  but  their  presence  can 
be  comforting:  "Two  weeks  ago," 
John  Stack  recalled  recently,  "I  was 
on  the  Independence.  They  were  doing 
carrier  qualifications,  and  they  had  a 
hell  of  a  lot  of  them  to  do — 130  miles 
east  of  Hatteras  in  20-foot  seas  back- 
ing down  to  four  knots  with  50  knots 
over  the  deck  and  the  whole  sky  over- 
cast. You  know  what  the  navigation 
was?"  asked  Stack.  "The  navigation 
satellite.   You   could   not   have   taken 
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Old  Before  They're  Born.  Scientific  and  technological  developments  are 
coming  with  such  rapidity  these  days  that  equipment  can  be  old-hat 
even  before  it  goes  into  operation.  Consider  IBM's  model  360/91  computer 
(above).  One  of  the  two  most  modern  computers  in  use  at  NASA,  the 
360/91  was  installed  less  than  a  year  ago.  It's  capable  of  making  over 
16  million  computations  a  second,  15  times  as  many  as  the  360/75,  which 
it  was  designed  to  replace.  (The  360/75,  incidentally,  was  installed  only 
two  years  ago.)  Yet  the  360/91  is  just  an  old  slow-poke  compared  with 
the  Illiac  IV,  a  computer  being  developed  jointly  by  the  University  of  Il- 
linois and  Burroughs  Corp.  The  Illiac  IV  will  be  capable  of  1  billion 
computations  a  second.  In  just  a  few  hours,  it  will  be  able  to  make  computa- 
tions that  now  take  25  days.  Thus,  it  will  be  capable  of  making  accurate 
24-hour  global  weather  forecasts.  (The  weather  is  a  crucial  factor  in  NASA 
launchings  as  well  as  in  military  operations.) 

AT&T's  network  of  undersea  cables,  linking  the  continents  and  com- 
pleted just  five  years  ago  (below),  may  also  become  a  victim  of  scientific 
and  technological  advance.  Communication  by  satellite  is  far  less  expen- 
sive,  and  additional  satellites   will  be  able   to   carry  far  more   messages. 


celestial    observation    with    a    sextant 
under  those  conditions." 

From  the  vantage  point  of  satel- 
lites, observations  can  be  taken  that 
Can  be  extremely  useful  in  locating 
resources  and  in  predicting  the 
weather.  Irving  K.  Kessler,  vice  presi- 
dent for  Defense  Electronic  Products, 
Radio  Corp.  of  America,  ex- 
plains what  this  means:  "An  earth 
resources  satellite  can  be  activated  for 
$6  million  or  $7  million.  The  payoff 
would  be  realized  in  a  matter  of 
months.  If  you  did  nothing  else  but 
make  aerial  maps,  it  would  be  a  tre- 
mendous boon."  However,  Kessler 
points  out,  "Every  object  in  the  uni- 
verse has  a  different  kind  of  reflectiv- 
ity, and  you  will  be  able  to  tell  from 
the  photographs,  this  is  shale,  this  is 
water  pollution."  And  a  Stanford  Uni- 
versity study  thinks  that  at  least  $4 
billion  a  year  in  crop  losses  could  be 
prevented  through  the  use  of  weather 
satellites. 

The  Problem  Politic 

In  fact,  the  greatest  obstacle  to 
satellite  development  is  no  longer 
technology,  but  rather  political  and 
economic  questions.  For  example,  who 
will  own  the  satellites — government  or 
private  industry?  Or,  who  will  control 
who  broadcasts  what  to  whom?  Would 
the  Russians  accept  an  American  satel- 
lite capable  of  broadcasting  to  every 
home  in  Russia — or  vice  versa? 

It  is  technically  possible  right  now 
to  have  a  traffic-control  satellite  to 
keep  track  of  every  ship  at  sea  and 
every  plane  in  the  sky.  It  would 
virtually  eliminate  the  danger  of  col- 
lisions, and  even  the  cost  is  within 
reason:  about  $300  million  over  a  pe- 
riod of  ten  years,  including  the  initial 
investment  and  annual  costs  of  opera- 
tion. But  who  will  pay  for  it?  Who  will 
manage  it?  The  questions  are  no  long- 
er technological  ones. 

Satellites  aside,  though,  the  space 
genie  is  still  very  much  in  the  bottle 
so  far  as  the  everyday  life  of  the  man 
in  the  street  is  concerned.  But  the 
genie  is  stirring. 

•  Pratt  &  Whitney's  experience  with 
fuel  cells  for  the  Apollo  space- 
craft has  materialized  into  a  research 
contract  with  28  gas  utilities.  The  utili- 
ties are  on  the  technological  prowl  for 
gas-fueled  "black  boxes"  that  will  pro- 
vide silent,  smokeless  "on-the-spot" 
electricity  for  homes  and  businesses. 

•  RCA  devised  for  the  Apollo  com- 
mand module  a  AVi  -pound  television 
camera,  which  is  a  microminiature  of 
the  200-pounders  now  used  in  net- 
work studios,  and  a  56-pound  portable 
color  camera,  which  may  be  utilized 
for  telecasting  the  political  conventions 
that  are  to  be  held  later  this  summer. 

(Continued  on  page  61 ) 
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We  can't  control 
everything. 


f 


So  what  if  half  the  population 
is  under  twenty- five.  So  what  if  they 
call  you"gramps." 

So  why  doesn't  Abex  do 
something  about  it? 

Wish  we  could.  Meanwhile 
can  we  interest  you  in  some  of  the 
things  we  do  control? 

For  instance,  the  control  of 
wear  for  power  plants,  sugar  mills 
and  elevators. 

The  control  of  friction  for 
cars  and  buses. 

The  control  of  fluid  power 
for  making  beer,  flying  planes  and 
exploring  the  sea. 

We  have  a  book  that  tells  you 
all  about  it.  It's  our  1967  Annual 
Report.  It's  yours  free.  Just  write: 
Abex  Corporation,  530  Fifth  Ave., 
New  York  10036.         A 

(The  Controls  Company) 
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If  you  think  you  know  all  about  Curtiss-Wright 

because  you  remember  Pan  Am  s  Yankee  Clipper 


In  spring  1939, 
Pan  American  World  Airways' 
Yankee  Clipper  began  the  first 

scheduled  Transatlantic  service  with  two  runs, 
New  York  to  Southampton  and  New  York  to  Marseilles.  When  war  broke  out, 

and  while  we  were  still  neutral,  the  destinations  were  changed  to  Foynes  (Ireland)  and  Lisbon, 
so  our  planes  would  not  fly  over  belligerent  territory. 

The  Boeing-made  Clippers  were  powered  by  14-cylinder  Wright  Cyclone  engines, 
then  the  most  powerful  commercial  engines  in  the  world. 
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...think  again. 


Curtiss-W 'right  Today 
is  a  customer-oriented  organization, 
applying  its  diversified  resources,  skills,  and 

experience  to  an  ever-broadening  range  of  technological  areas.  For  example, 
the  power  to  turn  the  giant  blades  of  the  troop-carrying  "Chinook"  helicopter  is  conveyed  by 
ur  separate  transmissions  made  by  Curtiss-  Wright.  The  complex  planetary  gears  for  these  transmissions  are 

produced  on  numerically-controlled  tape  machines  that  operate  32  separate  precision  tools. 
Curtiss-W 'right  is  also  vital  to  air  transport  progress,  supplying  major  airframe  and  engine  components  for 
jetliners  like  the  737  and  DC-9,  as  well  as  for  the  747  and  C5A  jumbo  jets  of  tomorrow. 
Curtiss-Wright  is  a  company  with  new  outlooks,  new  potentials, 
new  performance.  Last  year's  figures,  including  acquisitions, 

show  sales  up  20%,  earnings 
per  common  share  up  35°/o,  backlog  up  25°/o. 

WWmWt^irWmWooa-Ridge,  New  Jersey 


mo  jt 

I 
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The  next  time  you  plan  a  long  trip, 
check  Chromalloy's  getting-back  arrangements. 


Plan  to  book  the  first  tour  to  the  moon?  Chromalloy  offers  the  convenience  of  a  special 
heat-shield  coating  to  keep  your  re-entry  cool. 

Sightseeing  the  suburbs  of  Haiphong?  250,000  G.l.'s  recommend  Chromalloy  survival  gear. 

Flying  to  Japan?  The  s.o.s.  light  on  your  airline  life  jacket  is  courtesy  Chromalloy  American. 

Or  how  about  a  spin  in  an  F-l  1 1  ?  A  little  part  by  Chromalloy  American  will  eject 
your  ejection  seat  if  you  want  to  get  out. 

In  case  you  prefer  a  desert  safari— Chromalloy's  pocket-sized  radio/lights  have  located 
missiles  buried  in  the  sand. 

Have  you  ever  seen  Algiers,  Louisiana?  There's  a  Chromalloy  American  bus  service 

to  take  you  ond  bring  you  bock  r-,  chromalloy  Aimricon  Corporation 

lUl  m  120*  BROADWAY  NEW  YORK  10005 


(Continued  from  page  56) 
•  IBM  has  adapted  a  multilayer  cir- 
cuit board  for  space  travel  from  its 
work  on  the  Saturn  V  rocket.  The  new 
version  will  one  day  have  important 
implications  for  computers  on  board 
commercial  satellites. 

There  are  plenty  of  other  examples 
of  the  ferment  that  is  going  on  in  the 
laboratories,  and  some  items  have  al- 
ready made  small-scale  market  de- 
buts. Western  Electronic  Products 
Corp.,  for  instance,  is  selling  a  line  of 
coaxial  cable  cutters  and  strippers  that 
were  developed  at  NASA's  Ames  Re- 
search Center  and  an  electronic  com- 
ponent lead  bender  developed  by  the 
Marshall  Space  Flight  Center.  EPEC 
Industries,  Inc.  is  using  a  technique 
developed  by  the  Langley  Research 
penter  that  makes  it  easier  to  get  close 
tolerance  and  accurate  front-to-back 
registration  of  circuitry  in  fine-line 
printed  circuit  boards. 

Small  potatoes?  Yes — so  far.  The 
trouble  is  that  most  of  the  hardware 
the  space  artificers  deal  with  demands 
a  fantastically  high  degree  of  speciali- 
zation and  an  extremely  high  degree 
of  reliability — and  this  inevitably 
translates  into  high  costs.  This  is  es- 
pecially true  of  computers,  'i  don't 
see  any  significant  short-term  effect  on 
products  or  profits  coming  out  of  our 
military  or  space  work,"  says  Philip 
Whittaker,  marketing  vice  president 
of  IBM's  Federal  Systems  division. 
"We  have  seen  very  little  in  the  way  of 
product  or  even  technology  fallout 
from  our  programs  to  date." 

Pay    Now,    Payoff    Later 

In  spite  of  all  this,  the  building  of 
technology  goes  on,  and  the  payoff 
almost  certainly  will  follow.  Rogan,  for 
one,  thinks  that  the  American  house- 
wife in  ten  years  "will  not  be  using  a 
single  mechanical  device  that  has  not 
been  definitely  improved  or  influenced 
by  this  mass  of  technology." 

From  a  technical  standpoint,  ex- 
plains Carl  J.  Dorrenbacher,  vice 
president  in  charge  of  advanced  sys- 
tems for  Douglas  Missile  &  Space 
Systems  division.  The  fallout  from 
something  like  the  space  program  first 
occurs  in  basic  materials." 

Here  again,  costs  are  the  big  buga- 
boo. The  cost  factor  and  the  when 
factor  are  the  two  big  reasons  why 
basic  space  research  must  be  paid  for 
by  the  taxpayer.  No  private  company 
could  afford  it  all.  Generally,  says 
Dorrenbacher,  "the  commercial  world 
cannot  afford  to  pay  the  investment 
that  is  required  to  work  a  given  metal 
200  degrees  or  even  1,000  degrees 
higher,  or  to  develop  something  like 
self-lubricating  impregnated  bearing 
materials  and  these  kinds  of  things. 
The  real  payoff  comes  in  some  ele- 


View    From   Outer   Space. 

Americans  will  be  able  to  see 
live  television  broadcasts  from 
outer  space  this  fall.  RCA's 
microminiaturized  TV  camera 
(above)  is  going  on  the  first 
manned  flight  of  the  Apollo 
command  module.  It  will  give 
the  TV  audience  an  astro- 
naut's view  of  the  earth  from 
230  miles  up. 

The  camera  was  developed 
by  William  H.  Pickering  (be- 
low) of  the  Jet  Propulsion 
Laboratory.  Pickering  directed 
the  development  of  the  first 
A  merican  satellite.  Explorer 
I,  launched  on  Jan.  31,  1958. 
He  has  since  led  the  develop- 
ment team  at  the  Jet  Propul- 
sion Laboratory  on  all  of  the 
unmanned     space     vehicles. 


ment  of  your  basic  materials." 
What  has  been  happening  in 
titanium  is  a  good  example  of  what 
Dorrenbacher  is  talking  about.  The 
metal  was  used  back  in  the  days  of 
the  DC-6  airplane,  but  its  chemistry 
and  fabrication  were  shot  through  with 
so  many  technical  problems  that  it 
could  be  put  only  to  nonstructural 
uses.  It  couldn't  be  welded  and  it 
couldn't  carry  heavy  loads.  Then  came 
the  Mercury  spacecraft. 

"You  couldn't  build  Mercury,"  says 
Dorrenbacher,  "without  using  titanium 
as  a  primary  structural  and  high- 
strength  load-carrying  material.  It's 
still  called  titanium,  but  it's  a  far  dif- 
ferent alloy  from  the  titanium  found 
over  the  engine  nacelle  on  a  DC-6." 

A  Whole  New  Alloy 

The  work  done  for  the  space 
program  by  Douglas  Aircraft  Co.  and 
others  on  the  fundamental  chemistry 
of  titanium  has  had  a  kind  of  reverse 
effect.  Thus,  we  now  see  titanium  used 
medically  for  heart  valves  and  arti- 
ficial limbs.  "They  probably  couldn't 
have  been  developed,"  says  Dorren- 
bacher, had  there  not  been  "this  transi- 
tion" forged  by  the  space  effort.  Much 
the  same  observation  can  be  made  of 
other  metals — aluminum  alloys,  for  in- 
stance, that  carry  structural  load  ef- 
ficiencies 50%  to  60%  higher  than  as 
recently  as  a  dozen  years  ago,  and 
beryllium,  which  until  fairly  recently 
was  too  dangerous  to  handle.  "Eight 
years  ago,"  says  Coleman  Raphael, 
vice  president  of  engineering  of  Fair- 
child  Hiller  Corp.,  "people  were  afraid 
of  beryllium.  It  is  toxic.  But  we  have 
worked  with  it,  found  out  how  to  work 
with  it,  and  we've  found  out  some- 
thing else:  Beryllium  is  going  to  have 
applications  quite  removed  from 
space."  For  instance,  it  will  be  used  in 
and  around  nuclear  equipment  and  is 
viewed  by  engineers  as  a  likely 
material  to  be  utilized  in  the  manu- 
facture of  auto  and  aircraft  brakes. 
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Drawing  by  Lorenz;  ©  1967 
The  New  Yorker  Magazine,  Inc. 


".  .  .  and,  of  course,  the  Bell  Telephone  Labs  and  R.C.A.  In  addition, 

may  we  also  extend  our  thanks  to  the  following  sub-contractors   vjho 

helped  to  make  this  expedition  successful  .  .  ." 


Major  General  Don  R.  Ostrander,  a 
vice  president  of  Textron's  Bell  Aero- 
systems  Co.,  puts  it  in  these  terms: 
"It's  almost  like  a  process  of  osmosis, 
things  you  sometimes  can't  see  in 
black  and  white.  Maybe  a  new 
material,  some  new  trick  in  fabrica- 
tion, some  new  approach  in  production 
that  consciously  and  unconsciously  the 
company  applies   to  other  products." 

Would  these  things  come  without 
space  exploration  and  without  NASA? 
Probably.  The  effect  of  all  this  spend- 
ing has  often  been  not  so  much  to 
create  new  technology  as  to  accelerate 
trends  that  have  long  been  in  the 
making.     Would     industry     be     turn- 


ing out  highly  sophisticated  computers 
even  if  the  U.S.  had  not  been  Sput- 
niked?  The  answer  is  certainly  yes, 
but  probably  not  as  soon. 

Defenders  of  the  space  program 
also  get  back,  again  and  again,  to  the 
push  space  is  giving  to  systems  analy- 
sis. Put  simply,  this  is  the  art  of  break- 
ing a  problem  down  to  its  component 
parts  and  then  putting  a  diverse  team 
of  talents  to  work  on  solving  them. 
Says  Dr.  William  H.  Pickering,  the 
quietly  brilliant  director  of  Pasadena's 
Jet  Propulsion  Laboratory:  "The  space 
program  has  called  for  a  quality  of 
systems  engineering  beyond  what  has 
been   required   elsewhere.   .   .   .   Once 


either  right  or  you've  had  it.  No 
choice.  You  only  get  one  test  of  the 
complete  system." 

Edward  C.  Welsh,  executive  secre- 
tary of  the  National  Aeronautics  & 
Space  Council,  contends  that  systems 
innovations  stemming  from  space  re- 
search will  help  solve  problems 
"stretching  from  water  and  air  pollu- 
tion, traffic  congestion  and  garbage  dis- 
posal to  the  elimination  of  many  of 
the  other  ills  of  so-called  civilization." 
In  the  same  tone,  Lockheed's  William 
Wilson  says,  "Space  objectives  and 
achievements  have  established  an  or- 
ganization that  can  do  these  things,  a 
technological  capability  to  deal  with 
all  manner  of  problems." 

In  these  matters,  however,  a  healthy 
degree  of  skepticism  is  probably  called 
for.  Welsh  and  Wilson  have  no  solid 
evidence  for  their  claim — not  yet,  any- 
way. "As  far  as  all  these  systems 
doing  any  good  for  social  prob- 
lems," says  Aerojet-General  Corp. 
Senior  Vice  President  William  Gore, 
"they  can't  explain  to  you  the  actions 
of  irresponsible  kids  any  more  than 
they  can  explain  the  future  of  space. 
It  would  be  stupid  to  expect  space 
exploration  to  solve  all  the  world's 
problems." 

Other  Problems 

The  space  program  is  consuming 
billions  of  dollars  at  a  time  when  bil- 
lions are  badly  needed  elsewhere — to 
fight  a  host  of  complicated  social  and 
environmental  problems.  And  it  is  not 
only  the  money.  Dr.  Simon  Ramo. 
vice  chairman  of  TRW  Inc., 
made  an  important  point.  "Our  space 
work  is  indirectly  advancing  air- 
water-and-earth-pollution  technology, 
medicine  and  biological  research.  But 
it's  also  using  up  scarce  scientific  talent 
and  systems  teams.  Equivalent  direct 
expenditures  on  some  of  these  urgent 
medical  frontiers  would  probably  pro- 
duce more  efficient  results  in  those  spe- 
cific fields."  But  Ramo  quickly  added 
that  without  the  spur  of  the  space 
program,  without  the  worries  about 
keeping  up  with  Russia's  technology, 
it  would  have  been  difficult  to  get  out 
of  Congress  the  kind  of  money  needed 
for  the  kind  of  basic  research  required 
by  space  exploration.  Thus  Dr.  Ramo 
is  not  arguing  against  the  space  pro- 
gram: After  all,  his  company  is  promi- 
nent in  it. 

This,  of  course,  is  the  key  to  a 
sensible,  balanced  view  of  the  whole 
question  of  space.  To  turn  away  from 
space  exploration,  to  refuse  to  spend 
money  on  it,  would  be  to  turn  our 
backs  on  the  future.  To  expect  too 
much  from  it,  to  overromanticize  it, 
to  promise  quick  commercial  fallout 
is  to  invite  further  disillusionment.  ■ 
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"c  tau  i  icu  jfuu  uuw  inuuii  iue  i  aicon  is  worm  to  you. 

JiXilvliy*  It  all  swings  on  how  much  you  value  your  most  valuable  men. 

Because  when  you  buy  a  Fan  Jet  Falcon *,  you're  buying  time  itself.  Precious  time 
that  your  best  men  can  use  to  make  themselves  more  useful  to  your  company.  (One 
Fan  Jet  Falcon  owner  we  know  is  able  to  visit  36  far-flung  plants  and  offices  in  just 
one  month— and  he's  still  able  to  spend 
about  half  his  time  in  his  own  office.) 

How  much  will  a  Fan  Jet 
Falcon  be  worth  to 
your  company? 

We  don't  know. 

How  much  expei 
time  have  you  and 
men  got  to  waste? 

Business 
Jets,  a  division 
of  Pan  Am*, 
Pan  Am  Bldg. 
New  York, 
New  York 
10017. 
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The  economic  development  of  a  nation  is  directly 
dependent  on  its  research  and  technological 
advancement.  Today,  the  new  frontiers  of 
science  are  largely  in  outer  space,  and  our 

technological  momentum  must  be  maintained. 
The  investment  our  nation  is  making  in  the  space  program 
will  have  a  profound  effect  on  future  technological 

fallout:  new  industries,  new  products,  new  jobs.  What's 
in  it  for  you?  Only  the  future  of  your  country. 

NASA/Grumman  teams  are  currently  engaged  in  high-priority  + 
projects:  The  NASA/Grumman  Apollo  Spacecraft— Lunar 
Module  (LM)  will  land  the  first  American  astronauts  on     /J 
the  moon  ...  and  start  them  back  to  earth  with       /^ 
samples  of  the  moon's  surface.  The  LM/Apollo  *«£*- 

Telescope  Mount  (LM/ATM)  is  the  LM  adapted  to  carry 
^e?*~      major  solar  astronomy  experiments  and  can  operate  in  conjunction 
with  an  embryonic  space  station  called  the  Orbital  Assembly. 
The  crew  may  store  the  LM/ATM  in  orbit  and  return  to 
earth,  or  be  relieved  by  a  fresh  crew.  \ 

The  Orbiting  Astronomical  Observatory  (OAO)  performs     \ 
a  variety  of  astronomical  observations  from  500  miles    \ 
up,  free  of  distortion  by  the  earth's  atmosphere.  It's   jEjffli 
the  largest,  most  sophisticated,  unmanned  vehicle  yet.  In   gjm, 
addition,  Grumman  teams  are  exploring  military  space 

vehicles  and  space  stations.  I 


GRUMMAN 

Aircraft  Engineering  Corporation 
Bethpage,  Long  Island,  New  York  11714 
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Ourftechnology  has  indeed  come  aj^ 
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original  little  rel  stove.  Today  Lear 
Siegler,  Inc.  is  deeply  committed  to 
developing  advanced  microelectronic 
techniques  for  two  very  basic  reasons. 
One  is  the  further  improvement  of  our 
technical  posture  in  this  age  of  techno* 
logi<»l  revolution.  The  other  is  the 
falloflt  from  this  technology  which 
makes  our  consumer,  industrial  and 
commercial  products  so  much  better. 

Products  like  climate  control  systems 
for  home  and  industry ...  commercial 
electronics  . . .  fabricated  automotive 
products . . .  power  equipment . . .  and 
avionic  systems  for  both  military  and 
commercial  requirements.  All  benefit 
from  the  methods  and  techniques  LSI 
is  evolving  from  its  electronic  research 
and  development  programs.  These 
benefits  are  passed  along  to  the  con- 
sumer in  the  most  fundamental  ways: 
keeping  him  comfortably  warm  and 
cool;  keeping  him  informed  and  enter- 
tained; and  keeping  him  on  the  move. 

Perhaps  the  illustration  best  epito- 
mizes LSPs  dual  natuire^  The  thin  film 
deposition  machine  and  our  little  red 
stove.  We  are  responding  to  man's  most 
n.  sophisticated  aspirati 
\  and  his  most  basic  ne 

J  Lear  Siegler,  Inc. 
/Executive  Offices, 
*  ionica,  Calif. 
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North  American  Rockwell:  The  First  Space-Age  Merger 


The  merger  of  North  American  Avia- 
tion, one  of  the  nation's  largest  aero- 
space companies,  and  Rockwell-Stan- 
dard Corp..  one  of  the  nation's  largest 
producers  of  automotive  components, 
was  keyed  to  the  proposition  that  there 
was  money  to  be  made  by  converting 
highly  specialized  space  hardware  in- 
to on-the-shelf  commercial  items.  The 
merger  is  only  nine  months  old. 
and  the  question  'how  is  it  doing?"  has 
no  meaning  yet.  A  real  answer  is  five 
or  ten  years  away.  But  this  first 
real  space-age  merger  is  worth  ex- 
amining. 

North  American  Aviation's  chair- 
man and  president.  John  Leland  At- 
wood.  was  looking  ver\  hard  for  a 
merger  that  would  get  him  into  the 
commercial  marketplace.  Rockwell- 
Standard's  diversification-minded  pres- 
ident. Willard  F.  (Al)  Rockwell  Jr.. 
wanted  to  broaden  his  company  well 
beyond  the  cyclical  auto-parts  business 
and  was  looking  around  in  the  glamor- 
ous aero-space  business  for  either  a 
partner  or  an  acquisition. 

The  result  was  North  American 
Rockwell,  a  truly  giant  company,  with 
assets  of  $1.1  billion,  pro  forma  1967 
sales  of  S2.4  billion  and  earnings  of 
$68.3  million.  One  partner  had  decades 
of  experience  in  mas>,-producing  and 
marketing  industrial  items.  The  other 
was  lopnotch  in  designing  and  build- 
ing highh  sophisticated  electronics  and 
aerospace  equipment. 

Early   Problems 

But.  like  the  space  program  itself, 
this  space-age  merger  has  already 
taken  its  lumps.  Four  months  after  the 
initial  step  in  the  negotiations  had  been 
taken  came  the  tragedy  of  the  Jan.  27, 
1967  fire  in  the  Apollo  capsule  on  pad 
34  at  the  Kennedy  Space  Center  that 
took  the  lives  of  three  U.S.  astronauts. 
Beyond  the  tragic  loss  of  lite,  there  was 
also  a  major  setback  to  the  program — 
and  a  blow  to  North  American  Avia- 
tion, prime  contractor  on  the  capsule. 

How  badly  the  loss  of  prestige  has 
hurt  NAR  remains  to  be  seen.  On  the 
one  hand,  it  doesn't  help  to  have  peo- 
ple in  the  National  Aeronautics  & 
Space  Administration  say.  as  one  did, 
"North  American  gave  us  a  black 
eye."  On  the  other  hand,  there  is  no 
doubt  that  NAR  is  a  prestigious  firm 
in  terms  of  enormously  sophisticated 
manufacturing  techniques  and  in  sheer 
professional  brainpower,  with  17,000 
engineers  and  600  Ph.Ds  working 
on  more  than  2,700  contracts  so  com- 


A  Special  Kind  Of  Executive.  As  a  NASA  prime  contractor  on  Project 
Apollo,  North  American  Rockwell  has  the  job  of  coordinating  the  efforts  of 
10,000  subcontractors  and  suppliers.  It's  a  job,  Chairman  Willard  F.  Rock- 
well Jr.  (left)  and  President  John  Leland  Atwood  have  learned,  that  re- 
quires a  special  kind  of  executive.  He  must  be  a  first-class  administrator.  At 
the  same  time,  if  not  a  scientist  himself,  he  must  know  enough  about  science 
to  understand  what  the  men  under  him  are  doing  and  where  they  are  head- 
ing.  "It's  very  hard  to  find  this  combination,"  says  Atwood,   regretfully. 


plicated  it  takes  a  computer  to  try  to 
keep  track  of  what  they  are  doing. 

Nonetheless,  there  is  little  doubt  but 
that  there  already  has  been  some  loss 
to  the  company's  prestige  in  the  field, 
and  financial  loss  to  both  NAR  and  to 
NASA,  which  is  not  likely  to  make 
matters  any  better: 

•  Modifying  the  Apollo  capsules 
to  make  them  as  fireproof  as  they  can 
be  made  is  probably  costing  NASA  a 
total  of  some  $75  million. 

•  According  to  NASA  lawyer  Bern- 
ard Morritz.  NAR  could  lose  as  much 
as  $15-million  in  incentives. 

NAR  won't  break  out  what  effect 
all  this  had  on  its  income  sheet,  but 
sales  at  the  close  of  its  fiscal  year  on 
Sept.  30.  1967  were  $2.4  billion  com- 
pared with  a  pro  forma  1966  figure 
of  $2.8  billion,  and  earnings  were 
$2.76  a  share  compared  with  $3.79 
pro  forma  for  the  previous  year.  Part 
of  the  decline  is  due  to  the  over-all 
cuts  in  the  space  program.  Sales  for 
the  first  half  of  fiscal  1968  were  up 
1.5%  to  $1.3  billion  over  the  similar 
period  last  year,  but  earnings  declined 
9.7%  to  $1.35  a  share. 

Rockwell's  Al  Rockwell,  chairman 
of  the  merged  firm,  maintains  that  the 
Apollo  disaster  does  not  change  his 
view  of  the  essential  Tightness  of  the 
merger.  "I  wouldn't  have  advised  our 


stockholders  to  go  ahead  with  it  if  I 
had  thought  otherwise,"  he  says. 

Rockwell  does  concede  that  a  real 
payoff  is  further  off  than  he  originally 
hoped.  "It  takes  a  hell  of  a  lot  longer 
to  get  going  than  you  think,"  he  says. 
"Before  the  merger,  John  Moore 
[North  American  Aviation's  executive 
vice  president]  said  we'd  get  rich  out  of 
the  stuff  in  his  wastebaskets,  and  our 
Rockwell  guys  went  in  there  looking 
for  something  you  could  just  take 
down  off  the  shelf.  I'm  still  convinced 
of  the  basic  truth  of  what  Moore  said, 
but  bringing  it  about  isn't  that  simple. 

And  Later  Hopes 

"Even  if  you  get  something  that 
looks  really  promising — and  we  al- 
ready have  six  or  eight  items — you've 
just  started,"  Rockwell  adds.  "For  ex- 
ample, if  you're  building  an  item  for 
the  space  program,  you  have  to  have 
it  and  the  cost  doesn't  matter.  You 
go  ahead  and  build  it.  But  if  you 
want  to  make  money  out  of  that  item 
on  the  commercial  market,  you  have 
to  spend  weeks  and  months  trying  to 
figure  out  how  you're  going  to  get 
the  damned  costs  down  so  that  you 
can  turn  a  profit.  And  this  is  with 
things  that  we  think  have  a  future — 
a  lot  of  space  stuff  is  just  too  com- 
plicated for  civilian  use.     Let  me  give 
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Men  Have  Died.  And  more  will  die 
in  the  battle  to  conquer  space.  Scien- 
tists and  technicians  are  fallible;  and 
the  unexpected  can  always  happen. 
The  Apollo  009  (above),  the  un- 
manned version  of  the  Apollo/ Saturn 
204  (left)  worked  perfectly.  The 
Apollo/Saturn  204  never  got  off  the 
ground.  It  burst  into  flames  on  its 
launching  pad,  taking  the  lives  of  as- 
tronauts Virgil  Grissom,  Edward  White 
II  and  Roger  Chaffee.  That  was  a 
year  and  a  half  ago. 

The  accident  brought  home  to  the 
American  people  just  how  much  cour- 
age it  takes  to  pioneer  in  space  even 
in  supposedly  "zero  defect"  equipment. 
And  it  brought  home  to  NASA  con- 
tractors just  what  "zero  defect"  means 
— perfect  on  paper  but  one  can't  be 
absolutely  certain. 

NASA  now  admits  that  the  fire  de- 
layed the  program  eight  to  ten  months 
even  though  two  of  the  unmanned  test 
missions  were  scrubbed.  The  craft  has 
been  redesigned.  But  NASA  is  now 
more  cautious  about  the  meaning  of 
"zero  defect."  All  it  will  say  is:  "The 
risk  of  fire  in  the  spacecraft  has  been 
minimized.  .  .  ." 


you  an  example:  Our  Atomics  Inter- 
national division  has  come  up  with  a 
small  power  plant  that  works  on  bu- 
tane or  propane  and  will  turn  out  100 
watts  of  energy  for  a  month.  It  costs 
several  thousand  dollars  to  build.  If  we 
can  get  that  down  to  about  $500,  my 
friend  Sheldon  Coleman  over  at  Cole- 
man  will  be  able  to  sell  one  to  every 
camp  in  the  country." 

Mention  commercial  fallout  from 
the  space  program  to  Al  Rockwell 
or  to  anyone  else  at  North  American 
Rockwell,  and  sooner  rather  than  later 
they  get  around  to  the  Draper  Corp., 
a  Massachusetts  textile-machinery 
manufacturer  acquired  in  1967. 

"The  very  man  who  did  the  systems 
analysis  on  the  Apollo,  Gary  Osbon, 
did  a  systems  analysis  for  us  on 
Draper,"  Rockwell  says.  "At  first  the 
textile  men  were  pretty  skeptical  about 
what  a  systems-analysis  man  on  a  space 
project  could  show  them  in  the  textile 
business,  but  Osbon  did  it  in  a  couple 
of  months.  The  major  thing  is  that  the 
textile  people  have  been  setting  up 
mills  in  the  same  old  way  for  50  years. 
They  clean  the  fiber,  wind  it  up  in  big 
spools  and  move  it  somewhere  else  for 
another  process,  unwinding  it,  rewind- 
ing it  and  moving  it  somewhere  else 
and  so  on.  The  systems  analysis 
showed  in  great  detail — much  greater 
detail  than  could  have  been  done  by 
any  less  sophisticated  method — exactly 
how  the  machinery  had  to  function 
and  where  it  should  be  placed  so  that 
when  the  whole  thing  is  set  up.  there 
will  no  longer  be  any  need  to  do  all 
that  moving  of  material.  The  machines 
will  do  the  work  in  a  continuous  flow. 

A  Newer  System 

"Another  bit  of  space  fallout  cams 
when  we  decided  to  use  a  new  tech- 
nique for  spinning  called  electrospin. 
Essentially,  it's  a  technique  that  uses 
electricity  to  connect  the  threads  for 
spinning  at  very  high  speeds.  Now, 
Rockwell-Standard  didn't  have  anyone 
who  knew  how  to  go  about  handling 
the  high  voltages  required  for  the 
process;  but  North  American  did,  and 
since  space  programs  require  a  very 
high  order  of  controls  and  records,  they 
knew  exactly  where  this  man  was." 

One  of  the  big  problems  in  trying 
to  commercialize  space  is  transfer — 
shunting  ideas  from  the  scientific  side 
of  the  house  to  the  manufacturing  side. 
North  American  anticipated  that  prob- 
lem by  setting  up  a  joint  committee  de- 
signed to  "feed  both  ends  toward  the 
middle,"  as  Robert  W.  Carlton  explains 
it.  Carlton,  secretary  of  the  committee, 
notes  that  "we  want  North  American 
people  to  say  'We  have  this  item  we've 
made.  Is  there  a  market  for  it?'  and  to 
have  Rockwell's  marketing  people  tell 
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When  they  call  for 

more  gas, 
Texaco  responds. 


I  S 


■■ 


In  seconds. 


Fixed  antenna  at  base  station  beams  radio  signals  to  offshore  wells 


When  a  cold  wave  moves  in  from  the  frozen  north, 
millions  of  thermostats  demand  more  heat. 

When  a  heat  wave  moves  in  from  the  sultry  south, 
thousands  of  air  conditioners  require  instant  power. 

In  either  case,  that  calls  for  more  natural  gas  from 
our  wells  in  the  Gulf  of  Mexico  off  the  Louisiana  coast. 

Fast. 

Until  three  years  ago,  there  were  times  when  a 
quick  response  might  be  difficult.  Times  when  severe 
storms  in  the  Gulf  forced  us  to  bring  ashore  the  pro- 
duction crews  who  control  the  flow  of  gas. 

That's  why  Texaco  installed  the  industry's  first 
solid  state  supervisory  system  using  a  single  master 
console  for  the  remote  control  of  offshore  wells.  Now, 
we  can  have  unmanned  wells  producing  more  gas  in 
seconds.  By  push  button. 

The  whole  complex  cost  a  lot— to  solve  a  problem 
we  could  always  blame  on  the  weather.  But  anyone  de- 
pending on  Texaco's  gas— whether  to  keep  warm  or  to 
keep  cool— appreciates  dependable  supplies. 

We  don't  want  to  be  known 
as  fair-weather  friends.  ITEXACOI 
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Under  this  hat 
there  is  more  than 
a  half  century 
of  scientific  tree  care 


A  lot  goes  on  underthe  Bartlett 
hat— expert  diagnosis  and  pace- 
setting  techniques  that  others  fol- 
low years  later.  Take  the  research 
laboratory  for  instance.  For  years  our 
scientists  have  been  providing  the  solution 
to  shade  tree  problems.  In  addition,  our  field- 
men  are  trained  technicians  familiar  with  the  latest 
methods  and  how  to  apply  them  to  local  conditions.  And  only 
Bartlett  can  give  you  the  benefit  of  60  years'  experience  in 
scientific  tree  care.  More  experience,  more  knowledge,  and 
more  service  are  the  reasons  why  we  deliver  what  others  can't 
even  promise.  If  you  want  it  done  right  the  first  time,  get 
under  the  Bartlett  hat.  Call  your  local  representative  today 
for  positive  results.  «--?^ 


BARTLETT 


TREE  EXPERTS 

Home  Office,  2770  Summer  Street,  Stamford,  Conn. 

Research  Laboratories  and  Experimental  Grounds. 

Local  Offices  from  Maine  to  Florida  and  west  to  Illinois  and  Alabama. 


us  there's  a  market  for  some  product 
they  want,  and  can  we  make  it?  This 
is  already  happening. 

"At  our  first  monthly  meeting  last 
November  we  went  down  a  list  of 
items  on  our  agenda  and  came  up 
..with  17  that  we  think  can  be  com- 
mercially exploited  in  the  next  three 
or  four  years.  To  explain  how  the 
program  works,  if  we  get  an  item  that 
we  decide  is  marketable,  we  first  see 
if  we  caji  do  it  ourselves.  If  we  can't, 
we  go  off  looking  for  an  acquisition,  a 
company  that  has  access  to  the  mar- 
kets in  that  particular  field.  We're 
looking  at  two  right  this  minute  that 
I  can't  tell  you  about  yet.  What  we'd 
really  like  to  do  is  turn  up  a  product 
like  the  transistor,  that  would  force 
us  to  start  a  whole  new  industry." 

NAR's  President  Atwood  sees  the 
space  fallout  as  benefiting  the  tech- 
nique of  planning  and  production 
above  everything  else.  "We've  gone  in- 
to so  many  new  fields  in  mathematics, 
in  systems  work  and  in  all  the  physical 
sciences,"  he  says,  "that  without  all 
the  work  in  advanced  science  and  en- 
gineering that  had  to  be  done  for  aero- 
space projects,  we'd  indeed  be  very 
far  behind  where  we  are." 

Thirty  Years  Away 

NAR's  space  division  president,  Wil- 
liam B.  Bergen — who  moved  into 
that  spot  as  an  aftermath  of  the  Apol- 
lo fire — thinks  that  the  rewards  of 
the  space  program  will  come  with  the 
commercial  use  of  new  materials  "be- 
cause the  space  program  made  avail- 
able enough  money  to  develop  these 
materials,"  he  says.  "It's  like  the 
cathode-ray  tube.  We  knew  about  the 
cathode-ray  tube  30  years  ago,  but  it 
took  years  to  find  a  way  to  make  it 
cheap  enough  to  put  into  a  television 
set.  Right  now  we  have  developed  a 
very  thin  wire  that  will  carry  very 
high  voltages.  It  took  a  lot  of  money 
to  develop  it,  but  it  may  someday  revo- 
lutionize the  handling  of  voltages 
that  are  getting  higher  every  year  in 
industrial  plants." 

Clearly,  any  synergism  that  may 
come  out  of  the  North  American 
Rockwell  merger  is  going  to  come 
slowly.  There's  nothing  here  for  the 
go-go  mutual-fund  manager.  But  the 
new  company  is  based  on  a  premise 
that  has  a  lot  going  for  it  in  the 
long  run:  That  as  space-derived  tech- 
nology begins  to  spread  throughout 
industry,  it's  going  to  take  a  special 
kind  of  company  to  get  maximum  ad- 
vantage from  the  process.  North 
American  Rockwell,  whatever  its 
ultimate  success,  is  a  farsighted  and 
intelligent  attempt  at  setting  up  a 
company  that  is  uniquely  designed  for 
just    that    purpose.     ■ 
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Do  you  know  what 

it  takes  to  make  your 

computer  draw  like  this? 


A  CalComp  System 

that's  what. 

All  it  takes  is  a  CalComp  Plotter  and  CalComp  Software.  You  supply 
the  computer  and  the  problem,  CalComp  will  supply  the  graphic  solu- 
tion. Call  or  write:  Dept.  S-7,  California  Computer  Products,  Inc., 
305  Muller  St.,  Anaheim,  California  92803.  Phone  (714)  774-9141. 
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Standard  of  the  Plotting  Industry 
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From  Apollo  to  the  Home? 

This  space  fallout  may  heighten  the  battle  between 
electric  and  gas  utilities  for  the  energy  market. 


"I  think  we  have  a  revolution  going 
on  here  without  anyone  recognizing 
it,"  says  William  H.  Podolny,  chief 
engineer  of  advanced  power  systems 
for  United  Aircraft's  Pratt  &  Whitney 
division.  "What  we're  talking  about 
could  really  change  the  competitive 
energy  picture  in  the  United  States." 

Podolny  is  talking  about  the  fuel 
cell.  A  fuel  cell  produces  electrical 
power  directly  from  fuel  by  a  chemical 
reaction.  The  idea  has  been  kicking 
around  in  research  and  experimenta- 
tion for  167  years,  but  Pratt  &  Whitney 
feels  that  the  space  program  has  finally 
given  the  development  a  sufficient 
boost  to  bring  it  to  the  threshold  of 
economic  practicability.  So  close  to 
the  threshold,  in  fact,  that  a  group  of 
28  gas  utilities  is  teaming  up  with  P&W 
to  invest  $20  million  in  further  devel- 
opment. They  see  in  P&W's  fuel  cell  a 
possible  major  weapon  in  their  battle 
for  a  bigger  piece  of  the  total  U.S. 
energy  market. 

The  premise  is  that  the  fuel  cell  can 
turn  natural  gas  into  electricity  more 
cheaply  than  conventional  generators 
can.  They  see  other  practical  advan- 
tages as  well: 

•  Greater  efficiency.  The  amount 
of  energy  produced  by  the  fuel  cell 
compared  with  fuel  consumed  is 
around  50%,  compared  with  40%  for 
the  most  efficient  steam  turbines,  30% 
for  diesel  generators  and  under  20% 
for  gasoline  generators. 

•  Greater  reliability.  The  fuel  cell 
has  no  moving  parts;  it  reduces  the 
possibility    of    a    city-wide    blackout. 


Have  A  Drink.  It  can  be  a 

long  thirsty  ride  into  space; 
and,  for  that  reason,  P&W's 
William  Podolny  (above)  has 
guided  the  development  of  a 
fuel  cell  (below)  for  the 
Apollo  spacecraft  that  pro- 
duces water  as  well  as  electric 
power.  The  water  comes  as  a 
by-product  of  the  electro- 
chemical reaction  that  occurs. 


•  The  fuel  cell  is  silent;  unlike 
atomic  reactors,  it  produces  a  mini- 
mum of  heat,  and  its  exhaust  products 
(water  and  carbon  dioxide)  are  en- 
tirely innocuous. 

If  the  fuel  cell  is  all  that  good,  why 
wasn't  it  used  long  before?  The  answer 
is  in  one  word:  Cost.  The  fuel  cells 
P&W  built  for  the  Apollo  spacecraft 
have  a  modest  capacity  of  only  2.3 
kilowatts  under  emergency  conditions 
and -an  even  more  modest  1.4  kilowatts 
under  normal  conditions.  Each  Apollo 
is  equipped  with  three  fuel  cells.  (The 
"spacecraft  normally  operates  on  two, 
with  one  for  backup,  though  it  can 
operate  on  one.)  A  total  of  91  cells 
is  being  built  at  a  cost  of  $85  million, 
or  an  average  $930,000  each.  What 
costs  so  much  is  the  terribly  compli- 
cated problem,  as  is  true  of  so  many 
NASA  projects,  of  getting  down  the 
size  and  weight.  Says  a  P&W  engi- 
neer: "It  was  like  trying  to  get  a 
grandfather  clock  down  to  the  size  of 
a  wristwatch." 

The  Driving  Need 

Without  the  demands  of  the  space 
program,  it  is  very  doubtful  whether 
money  would  have  been  forthcoming 
for  this  kind  of  progress  this  quickly. 
The  fuel  cell,  then,  is  a  prime  example 
of  the  way  in  which  space  technology 
is  being  infused  into  industry  and 
hastening   technological    progress. 

But  as  in  nearly  everything  else  that 
comes  out  of  space  exploration,  the 
fuel  cell  is  not  coming  tomorrow. 
There  still  are  formidable  obstacles. 
"The  fuel  cell  in  the  Apollo  is 
designed  to  produce  energy  for  two 
weeks,"  Podolny  explains.  "If  you're 
going  to  build  one  for  a  hospital  or 
an  apartment  house  or  a  shopping 
center  or  even  for  a  private  home — 
all  of  which  are  possible  markets — 
you  have  to  think  in  terms  of  20,000 
hours — or  three  years — without  main- 
tenance, which  brings  us  to  the  prob- 


With  an  infinite  universe  to  explore, 
only  our  imagination  is  the  limit 


Westinghouse — developers  of  systems  for  all 
environments: 

Aerospace.  The  first  nuclear  rocket  reactor  for 
space,  the  world's  first  space  radar  for  rendezvous 
missions,  military  airborne  radar,  electronic 
countermeasures  and  weapons  delivery  systems, 
miniaturized  TV  cameras  for  aerospace  use,  elec- 
trical systems  for  today's  most  advanced  aircraft. 
Surface.  Long-range  ground-based  radar,  a 
worldwide  survivable  communications  system, 


shipborne  communication  systems,  air  traffic 
control  systems. 

Underseas.  Nuclear  reactors  and  missile- 
launching  equipment  for  Polaris  submarines; 
turbines,  generators  and  advanced  torpedo 
systems  for  our  fleet;  sonar  that  makes  detailed 
pictures  of  the  ocean  bottom;  Deepstar 
submersibles  for  manned  exploration  to  20,000 
feet,  and  new  diving  systems  for  extending 
man's  depth  and  time  under  water. 


>u  can  be  sure,  if  it's    WeStinghOUSe 
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Wanted.  James  Karber  (left) 
of  the  Illinois  Commerce 
Commission  is  almost  certain- 
ly right  when  he  says  the  elec- 
tric power  companies  will 
fight.  That  is,  they  will  fight 
to  prevent  the  gas  companies 
from  producing  electricity  for 
homes  and  factories  with  fuel 
cells.  But  even  if  the  electric 
utilities  win  the  fight,  Pratt 
&  Whitney  still  will  have  a 
market  for  the  fuel  cells:  The 
U.S.  Army  has  asked  the 
company  to  develop  one  that 
could  replace  the  small  en- 
gine-driven generators  that  it 
has  to  depend  on  now.  Al- 
though the  cell  is  still  in  the 
test  stage,  the  Army  is  enthu- 
siastic about  it,  because  it's 
five  times  as  efficient  as  con- 
ventional generators,  requires 
little  upkeep,  and,  most  im- 
portant, operates  almost  in 
silence. 


Iems  of  size  and  cost.  Obviously,  you 
can't  expect  to  market  a  fuel  cell  as 
big  as  a  house.  But  give  us  a  year  or 
so  and  we'll  have  these  problems  prop- 
erly evaluated.  We  feel  cost  will  be  the 
toughest  job." 

If — and  when — they  are  solved,  the 
fuel  cell  may  become  competitive. 
Pratt  &  Whitney,  says  Podolny,  is 
working  on  a  margin  of  $5.  "A 
utility,"  he  adds,  "buys  natural  gas 
both  fo  sell  to  you  as  a  fuel  and  to 
use  to  run  its  generating  plants  to 
create  electricity.  If  it  sells  you  energy 
in -the  form  of  gas,  it  charges  you  $1 
for  a  certain  amount.  The  same 
amount  of  energy  delivered  to  you  as 
electricity  costs  you  $6.  That's  the  $5 
difference.  If  we  can  get  the  cost  of 
the  fuel  cell  down  to  the  point  where 
it  can  deliver  that  same  amount  of 
electricity  enough  below  that  margin 
to  be  able  to  amortize  the  cost  of  the 
cell  over  a  reasonable  period,  we'll  be 
in   business." 

Maybe.  But  what  are  the  electrical 
companies  going  to  be  doing  all  this 
while?  The  gas  companies  feel  that 
the  electrical  companies  fired  the  first 
shot  when  they  moved  into  the  field 
of  total  energy — selling  electricity  for 
heating  and  cooking  as  well  as  for 
lighting.  "The  way  this  country  is 
growing,  by  the  mid-1980s  the  energy 
market  for  new  homes  and  industries 
is  going  to  add  up  to  $5  billion  a  year." 
Podolny  says,  "so  don't  think  this 
doesn't   mean   anything." 

The  Power  Play 

The  electrical  utilities — so  far — are 
not  saying  anything,  but  in  view  of 
their  enormous  investment  in  con- 
ventional generating  plants,  not  to 
mention  what  they  are  investing  now 
in  atomic  plants,  they  will  have  to 
move  in  on  the  fuel  cell  soon. 

There  is  also  the  question  of  what 
action  the  various  public  utilities  com- 
missions will  take.  Will  the  regulators 
authorize  the  gas  companies  to  enter 
the     business    of    selling    electricity? 

"It  could  be  quite  a  ruckus,"  says 
James  Karber,  who  is  both  chairman 
of  the  Illinois  Commerce  Commission 
and  president  of  the  National  Asso- 
ciation of  Regulatory  Utility  Com- 
missioners. "It's  possible,  of  course, 
that  they  could  get  together  and  work 
out  some  sort  of  compromise.  But  it's 
also  possible  that  they  could  fight 
this  battle  the  whole  way  up  to  the 
Supreme  Court."  This  again  empha- 
sizes why  space-derived  technology 
has  been  relatively  slow  in  producing 
commercial  fallout:  Some  of  the  de- 
velopments are  so  revolutionary  that 
they  have  raised  serious  political  and 
social  problems  that  are  already  over- 
shadowing the  lesser  problems  in  the 
field  of  technology.  ■ 
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Is  it  just 

a  shot  in  the  dark? 


Ve  seem  to  be  pretty  well  fixed  for 
roblems  right  here  on  earth.  Why 
x>k  for  more  out  in  space? 

We  think  the  answer  to  that  is  sim- 
le.  It  isn't  problems  we're  looking 
Mr.  It's  solutions. 

Solutions  for  overpopulation.  For 
irinking  resources.  For  inadequate 


educational  facilities.  And  much  more. 

The  new  tools  we  will  need  to  deal 
with  our  earthbound  problems  are 
being  forged  by  space  exploration. 

Systems  analysis,  for  one. 

It's  a  new  method  of  finding,  organ- 
izing, analyzing  and  attacking  com- 
plex problems  of  our  times. 

AEROJET-GENERAL 


Already,  the  advanced  technology 
developed  by  the  aerospace  industry 
is  beginning  to  answer  major  ques 
tions  from  such  fields  as  medicine, 
communications,  urban  affairs  and 
national  security. 

AshotinthedarkPWedon'tthinkso. 

It  might  even  turn  on  a  few  lights. 


YOU'RE  MILES  AHEAD  WITH  GENERAL  TIRE 

In  Transportation  •  Communications  •  Chemistry  •  Space 
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Our  secret  plot  to 
launch  a  Mack  truck 
to  the  moon. 


Imagine  our  famous  Mack  bulldog  as  the  first  earthling  on  the  moon. 
With  our  diversification  we  could  almost  put  him  there  all  by  ourselves. 
What  international  turmoil  that  would  cause!  His  space  capsule 
for  the  ride  could  be  a  rugged  Mack  truck.  Garrett  could  provide  the 
power  source  as  well  as  aerospace  environmental  and  electronic 
control  systems.  Naturally,  airconditioning  of  the  whole  complex  could 
be  by  our  Dunham-Bush  subsidiary.  Arizona  Bancorporation 
could  pitch  in  with  Allison  steel  for  construction  and  supplementary 
financing  through  Arizona  Bank.  Of  course  Signal  Oil  and  Gas 
could  arrange  for  the  fuel  and  any  petrochemicals  we'd  need.  And 
the  way  things  are  growing  for  us,  we  might  acquire  another 
company,  and  another  capability,  any  day  now.  Do  you  think  the 
Russians  would  mind  a  little  space-race  competition  from 
private  enterprise?     Ten.     Nine.     Eight.     Seven.     Six... 

Our  moon-shot  isn't  covered  in  our  current  annual  report;  but 
a  lot  of  other  capabilities  are.  Write:  The  Signal  Companies, 
1010  Wilshire  Boulevard,  Los  Angeles,  California  90017. 

The  Signal  Companies 


A  diversifier  is  as  solid 
as  the  base  it's  built  on. 

The  base  of  one  diversifier  is  the  world's 
largest  natural  gas  pipeline  system. 

The  name  isTenneco. 


No  other  diversifier  of  Tenneco's  size  has  the  stability  of  a  big  pipeline 
network  built  right  in.  Each  year  its  gas  pipelines  contribute  almost 
half  a  billion  dollars  in  revenue.  It  is  from  this  firm  base  that  Tenneco 
has  diversified   into  Oil.  Chemicals.  Packaging.  Land   use  and 
development.  And  Manufacturing.   Put  them  all  together  and   you 
have  the  13th  largest  U.S.  industrial  corporation  by  assets -s3. 6  billion. 
Tenneco.  The        ijor  diversifier  built  around  a  major   pipeline  system. 


ONE  OF  76  COMFRESSO*   STATIONS   ALOn 


\ECO'S   PIPELINE   SVSTB* 


TENNECOi TENNECO  INC 


TENNECO  CHEMICALS, 
PACKAGING  CORPORATi 


:SEE  GAS  TRANSMISSION  CO.  •  TENNECO  OIL  CO. 

\ERN   COUNTY   LAND  CO.  •  J.  I.  CASE  CO.  •  WALKER  MANUFACTURING  CO. 


Will  Keeping  Man  Alive  in  Space  Help  Keep  Him  Alive  on  Earth? 


Medicine  is  one  of  the  fields  that 
may  ultimately  get  significant  payoff 
from  space.  For  example,  by  remote 
control  NASA  checks  the  astronauts 
for  cardiovascular  changes  under  the 
weightless  conditions  of  space  Earth- 
bound  doctors  are  now  applying  the 
techniques  to  keep  continuous  watch 
for  heart  irregularities  among  coro- 
nary survivors  as  they  move  about  in 
their  hospital  rooms. 

The  space  program  has  created  a 
demand  for  knowledge  and  ways  of 
acquiring  that  knowledge  which  top 
research  clinicians  recognize  as  invalu- 
able to  their  own  endeavors.  "The 
study  of  physiology  has  increased  ten- 
fold under  the  spur  of  the  needs  of  the 
space  program,"  says  Dr.  Richard  W. 
Porter,  a  General  Electric  consultant. 
We  just  suddenly  have  to  know  more 
about  man  the  animal." 

Investigators  noted  that  some  of  the 
astronauts'  red  blood  cells  were  de- 
stroyed in  flight.  A  study  of  this  phe- 
nomenon is  leading  to  findings  that 
will  have  application  to  a  variety  of 
Mood  diseases.  These  same  studies  led 
to  the  identification  of  metals  in  white 
blood  cells,  and  the  discovery  of  in- 
creased titanium  and  zinc  levels  in  cer- 
tain cancer  cells.  Researchers  admit 
they  don't  know  why  those  levels  are 
unusually  high.  They  simply  say  there 
must  be  some  reason  why  and  that 
pursuing  it  ma\  take  science  one  more 
step  along  the  way  in  the  fight  against 
cancer. 

Spectacular  new  cures  are  by  no 
means  right  around  the  corner,  of 
course,  but  some  of  the  new  technol- 
ogy has  already  made  a  tentative  tran- 
sition to  the  marketplace: 

•  A  "sight  switch,"  actuated  only 
by  a  voluntary  movement  of  the  eyes, 
originally  developed  to  help  the  astro- 
nauts cope  with  their  instrument  pan- 
els under  the  high  gravity  forces  of 
launch,  has  been  adapted  by  Hayes 
International  Corp.  as  a  control  device 
on  a  motorized  wheelchair  for  para- 
plegics. 

•  A  spray-on  electrode  developed 
by  NASA  flight  researchers  enables 
doctors  to  get  better  cardiograph  read- 
ings  with    less    static    and   to    record 


Life  At  A  Glance.  Developed 
for  astronauts  unable  to  cope 
with  the  high  gravity  forces 
during  a  launch,  it  has 
brought  new  life  to  paralytics. 
The  eyeglasses  (above)  are 
switches.  Whenever  the  pupils 
of  the  paralytic's  eyes  move, 
they  activate  the  chair  and  its 
attachments,  (below).  They 
can  actually  be  made  to 
enable  the  paralytic  to  op- 
erate a  machine.  At  the  bot- 
tom is  "MediScreen,"  which 
could  make  possible  low-cost 
group  diagnosis.  It  has  run 
into    commercial    difficulties. 


more  accurately  how  the  heart  reacts 
to  exercise. 

•  A  wireless  telemetry  monitoring 
system  has  been  translated  by  the 
Hamilton  Standard  division  of  United 
Aircraft  into  a  unit  used  by  intensive- 
care  cardiac  units  around  the  country. 

•  A  sensor  designed  to  measure  the 
impact  of  micrometeorites  on  space- 
craft has  been  adapted  by  the  U.S. 
Technical  Developments  Co.  to  record 
the  patterns  of  muscle  spasms. 

But  in  medicine,  too,  it  would  be 
foolish  to  expect  quick  benefits.  David 
Bendersky,  chief  engineer  for  NASA's 
biomedical  applications  team  at  Mid- 
west Research  Institute,  says  that 
industry's  response  to  the  medical  pos- 
sibilities of  space  "have  not  been  ter- 
ribly encouraging."  Cost  is  a  basic 
problem.  Philco-Ford,  for  instance,  re- 
cently withdrew  from  the  market  its 
MediScreen,  apparently  because  it 
couldn't  get  too  many  doctors  inter- 
ested at  its  $5,200  price.  The  device 
was  developed  to  provide  an  elec- 
trode-free monitoring  system  for 
astronauts. 

A  Further  Problem 

Industry  can  also  be  excused  for 
not  pumping  pell-mell  a  lot  of  develop- 
ment money  into  space  medical  hard- 
ware, because  health  and  public  safety 
are  two  areas  in  which  NASA  gener- 
ally does  not  waive  patent  rights. 
From  the  entrepreneurial  point  of  view 
the  moral  is  a  simple  one:  no  patent 
protection,  no  production.  NASA 
maintains  that  its  hands  are  tied  by 
the  executive  guide  lines  President 
Kennedy  issued  on  patents  in  1963 
and  adds  that  it  is  taking  a  "fresh 
look"  at  the  policy. 

So  the  problems  remain:  Costs.  Pol- 
icy. Medical  conservatism.  Even  in 
medicine,  where  the  possibilities  are 
great  of  applying  space-derived  tech- 
niques, nothing  is  going  to  happen 
overnight.  Edmund  Marshall,  vice 
president  of  United  Aircraft's  space 
and  biomedical  systems  departments, 
says:  "If  you're  looking  for  a  brilliant 
invention  from  space  that  finds  its  way 
into  the  hospital  right  away,  this  isn't 
going  to  happen.  It  all  takes  time."  ■ 


« 


The  Systems  Approach:  Why  Each  Lunar  Module 
Costs  15  Times  Its  Weight  in  Gold 

It's  not  so  much  that  the  steel,  the  labor  and  the  instruments 
are  costly;  it's  the  need  to  design  a  total  system  for  researching 
and  executing  something  man  has  never  before  attempted. 


It  took  half  a  century  to  get  from 
Wilbur  and  Orville  Wright's  crude  fly- 
ing machine  to  the  Boeing  707.  This 
was  pretty  fast  progress  by  the 
way  our  great-grandparents  measured 
progress.  But  with  Project  Apollo  the 
U.S.  is  trying  to  cover  a  far  greater 
technological  distance  than  this  in  a 
far  shorter  time:  from  relatively  crude 
rocketry  to  a  manned  landing  on  the 
moon  in  about  25  years. 

The  space  program,  in  short,  is  a 
conscious,  deliberate  effort  to  com- 
press time  and  technology.  To  do  so, 
it  is  leaning  heavily  on  what  is  called 
systems  analysis,  systems  engineering 
and  systems  management. 

Put  as  simply  as  possible,  systems 
analysis  involves  looking  at  the  world 
in  big  chunks;  not  just  at  end  prod- 
ducts,  but  their  uses  and  their  effects 
on  other  products  and  on  the  environ- 
ment— and,  in  turn,  the  influences  of 
all  these  back  on  the  product  itself. 
Systems  engineering  involves  setting 
up  a  total  situation  for  accomplishing 
a  task.  Systems  management  is  the  art 
of  tying  the  whole  thing  together. 

A  Whole  New  Dimension 

It  is  as  though  the  pioneer  auto 
builders  had  not  only  mass-produced  a 
workable  car,  but  had  at  the  same  time 
designed  highway  systems,  an  oil  in- 
dustry, suburbs  and  a  whole  new  re- 
tailing system  to  cater  to  a  newly  mo- 
bile nation — instead  of  letting  auto- 
related  changes  simply  happen. 

Systems  analysis  and  systems  engi- 
neering are  vital  in  space  exploration. 
In  space,  unlike  on  earth,  things 
cannot  be  permitted  simply  to  happen. 
Once  the  vital  buttons  are  pushed,  too 
many  things  are  set  in  motion  that 
cannot  be  reversed. 

To  understand  how  Project  Apollo 
uses  systems  methods,  the  lunar  excur- 
sion module  ("Lem"  for  short)  is  a 
good  example.  The  Lem  itself  is  not 
much  of  a  vehicle.  It  weighs  only  about 
four  tons,  which  is  loss  than  a  good 
many  trucks  built  today  I(  is  only  23 
feet  tall  and  14  feet  wide.  Yet  this  ve- 


Think  Of  A  Dinghy.  That  best 
describes  the  function  of  the 
lunar  module  (above).  //  will 
be  used  by  the  astronauts  to 
get  from  their  orbiting  space- 
ship to  the   moon's  surface. 


hide  is  designed  to  carry  two  astro- 
nauts for  a  piloted,  powered  landing 
on  the  moon,  then  to  blast  off  and 
hitch  up  with  the  moon-orbiting  com- 
mand module.  It  is  the  world's  first 
true  spaceship;  earlier  spacecraft  sim- 
ply floated  or  maneuvered  in  orbit. 

Grumman      Aircraft      Engineering 
Corp.,  builder  of  the  Lem,  will  spend 


about  $2.1  billion  of  NASA  money  to 
do  the  job.  For  this  money,  it  has  con- 
tracted to  deliver  25  Lem  vehicles:  15 
for  flight,  ten  for  ground  testing.  At 
that  rate,  each  of  the  25  Lems  will 
cost  the  U.S.  taxpayers  $84  million. 
This  works  out  to  about  $20  million  a 
ton.  To  give  the  reader  an  idea  of  how 
expensive  this  is,  the  average  U.S. 
automobile  costs  less  than  $2,000  a 
ton;  an  F-111A  fighter-bomber  costs 
$230,000  a  ton.  Even  gold  at  the  free- 
market  rate  of  $42  an  ounce  would 
cost  only  $1.3  million  a  ton.  Each  of 
Grumman's  Lems  thus  will  cost  more 
than  15  times  its  weight  in  gold. 

Why?  Partly  because  a  major  part 
of  the  "labor"  is  done,  not  by  blue- 
collar  working  men,  but  by  Ph.D.s 
and  highly  trained  engineers.  But  also 
because  Lem  is  more  than  a  vehicle.  It 
is  a  system,  or  at  least  a  major  part  of 
a  system. 

Last  Gas  Before  Moon 

For  one  thing,  Lem  has  to  be  self- 
sufficient;  it  can't  stop  at  a  gas  station 
on  the  way.  For  another,  the  size  of 
available  boosters  places  a  limit  on 
weight,  so  every  pound  has  to  be  eval- 
uated. The  task  of  Lem  is  so  unusual 
and  complex  that  no  one  science  can 
supply  the  answers;  the  approach  has 
to  be  interdisciplinary.  In  short,  the 
Lem  program  is  basically  a  large  re- 
search and  development  program. 

Lem  is  a  far  cry  from  the  sleek 
space  ships  of  the  old  Buck  Rogers 
comic  strips.  It  is  an  ugly  (some  might 
say  "cute")  stilt-legged  monstrosity 
(see  photo) .  The  catch  is  that  in  space, 
there  is  no  atmospheric  "drag":  Lem 
does  not  need  to  be  streamlined.  Dur- 
ing its  brief  lift-up  through  the  earth's 
atmosphere,  it  is  enclosed  in  a  metal 
cover  that  is  aerodynamically  sleek. 
And  the  Lem  has  no  wings  for  the 
same  reason:  no  air.  Its  landing  will 
be  powered:  The  thrust  of  its  descent 
engine  keeps  it  from  crashing. 

The  mission  calls  for  a  fairly  gentle 
landing.  But  a  good  systems  engineer 
learns  to  anticipate  every  other  possi- 
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The  challenge 

f  space  is  exciting,  demanding  and  expensive.  Billions  of  dollars  will  be  spent  and  untold  problem: 
ill  be  solved  by  a  host  of  corporations  before  man's  footprints  are  added  to  the  stark  moonscape.  Bu 
s  happening.  And  Crane  is  helping  to  make  it  happen  by  solving  the  problems  we  know  best.  Ou 
•ecial  pumps,  servomechanisms,  solid  state  circuitry  and  advanced  electronic  controls  will  help  mak< 
e  manned  Lunar  touchdown.  Taking  shape  in  Crane  research  labs  are  even  more  sophisticatec 
►mponents  destined  for  the  planets  and  beyond.  In  space,  Crane — as  so  many  space-conscious  corpo 
tjons — is  attacking  a  part  of  a  part  of  a  very  complex  problem  with  our  own  special  brand  of  down 
earth  creative  craftsmanship.  It's  a  growing  challenge.  But  as  the  challenge  grows,  so  grows  Crane 
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bility.  Says  David  Feld,  Bell  Aerosys- 
tems  (division  of  Textron)  project 
director  for  the  Lem  ascent  engine, 
which  will  return  the  Lem  to  orbit: 
"You  ask  all  the  questions.  There's  no 
checklist,  no  100%  way.  You  do  make 
sure  you  have  enough  disciplines  cov- 
ered and  enough  people  thinking  about 
the  problem." 

One  question,  therefore,  is:  What  if 
the  Lem  crew,  sweeping  toward  the 
moon  at  thousands  of  miles  per  hour, 
decided  not  to  attempt  the  landing  for 
some  reason?  Could  they  get  back  to 
the  command  module's  park  orbit  and 
reunite  for  the  return  trip  to  earth? 
This  was  an  important  consideration 
in  selecting  the  approach  trajectory. 

The  best  trajectory  for  bringing  Lem 
close  enough  to  the  moon  to  begin  a 
powered  landing  is  called  a  Hohmann 
descent.  The  Lem,  orbiting  with  the 
command  module,  simply  shifts  its  or- 
bit slightly  in  such  a  way  that  it  swings 
to  within  about  ten  miles  of  the  moon's 
surface.  If  the  astronauts  decided  not 
to  land  but  to  swing  by  the  moon,  the 
Lem  would  coast  back  out  to  the  com- 
mand module's  orbit.  However,  be- 
cause of  its  foreshortened  orbit,  the 
Lem  would  get  to  the  rendezvous  posi- 
tion 300  miles  ahead  of  the  command 
module.  Rendezvous  would  still  be 
possible,  but  difficult. 

An  alternate  descent  involving  high 
speeds  would  have  provided  an  easier 
solution  to  the  problem,  and  yet  the 
Hohmann  descent  was  chosen.  Why? 
Because  the  alternate  approach  was 
more  likely  to  get  Lem  in  trouble  in 
the  first  place.  Moreover,  it  would  re- 
quire more  fuel  for  landing.  This 
couldn't  be  tested  by  trial  and  error. 
Every  conceivable  possibility  had  to  be 
considered.  Each  had  to  be  simulated 
or  computer-tested.  No  single  possibil- 
ity would  be  left  to  luck.  Hence  the 
importance  of  the  systems  approach. 

Ice  or  Quicksand? 

Another  question  Grumman  scien- 
tists had  to  answer  was:  What  is  the 
moon's  surface  like?  What  will  we  be 
landing  on?  This  dilemma  illustrates  a 
key  point  about  systems  engineering: 
Because  it  depends  on  the  knowledge 
of  many  different  sciences,  a  lag  in 
one  area  can  bog  down  the  whole  pro- 
gram. "We  just  didn't  know  what  fric- 
tion the  lunar  surface  had,  early  in 
the  design  phase,"  says  Grumman's 
assistant  program  manager  for  Lem 
engineering,  Thomas  J.  Kelly.  Nor  did 
early  unmanned  space  flights  resolve 
the  dispute  among  the  experts.  Says 
Charles  W.  (Bill)  Rathke,  Lem  sys- 
tems applications  manager  at  Grum- 
man, "After  the  Ranger  flights,  all  the 
experts  had  the  same  reaction:  'Aha, 
just  as  /  suspected.'  " 
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The  Week  That  Will  Be.  For  three  long  days,  the  astronauts  will 
shoot  through  space,  covering  almost  200,000  miles  in  the  trip  to 
the  moon.  Once  there,  they  will  go  into  orbit  around  her  while  they 
rest  and  prepare  for  the  landing.  Then,  while  one  astronaut  re- 
mains in  the  Command  Module,  the  other  two  will  enter  the  Lunar 
Module,  separate,  and  change  their  orbit  to  come  within  50,000 
feet  of  the  surface.  From  there,  the  descent  engine's  thrust  will 
brake  it  and  land  it.  For  the  next  24  hours,  the  astronauts  will  walk 
around,  send  back  TV  pictures,  gather  soil  samples,  take  meas- 
urements and  rest.  Then,  back  into  orbit,  for  the  return  trip  to  earth. 
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Technological  Speedup,  in  1903, 

the  Wright  brothers'  plane  (left) 
traveled  at  only  31  mph  for  only 
300  yards  at  tree-top  level.  The 
Boeing  707  (below)  has  a  top 
speed  of  605  mph,  a  range  of  6,000 
miles  and  flies  at  36,000  feet.  Avia- 
tion has  come  a  long  way,  but  it 
has  taken  50  years.  Under  the 
forced  draft  of  the  U.S.  space  pro- 
gram, a  far  greater  technological 
distance  will  be  covered  in  barely 
-half  the  time.  NASA  expects  to  put 
a  man  on  the  moon  25  years  after 
the  crude  German  V-2  rockets  were 
blasting     off     from     Peenemiinde. 


Rather  than  delay  the  program, 
Grumman  engineers  thought  there 
might  be  a  chance  of  designing  a  land- 
ing gear  that  would  work  regardless 
of  what  the  friction  turned  out  to  be. 
"We  made  calculations  based  on  the 
whole  range  from  zero  friction  to  in- 
finite friction,"  says  Tom  Kelly,  "and 
we  calculated  some  cases  that  were 
real  good  for  tipping  the  vehicle  over. 
You'd  have  a  hit  [landing]  with  maxi- 
mum side  velocity,  and  you'd  assume 
it  was  on  ice,  and  you'd  get  it  sliding 
along  good,  and  you'd  hypothesize  a 
curb,  a  solid  curb  it  runs  into,  and  it 
would  tip  the  vehicle  over." 

Good-Looking  Models 

Somehow,  a  clearer  idea  of  the 
moon's  surface  had  to  be  gotten. 
Grumman  turned  from  skating  on  ice 
to  modeling.  Bill  Rathke  describes  the 
physical  model  that  was  made  of  the 
moon's  surface:  "While  the  experts 
were  having  trouble  agreeing,  we 
found  that  one  way  to  pursue  an  an- 
swer was  to  go  back  down  the  funnel 
and  say.  'How'd  it  get  there?'  and  the 
experts  did  agree  it  was  originally  part 
of  the  earth.  You  could  compute  lunar 
gravity  to  six  or  seven  decimal  places. 


And  we  knew  the  vacuum  condition 
that  exists.  So  what  we  could  do  is  try 
to  duplicate  those  conditions  on  earth: 
get  some  igneous  material,  stir  it  up, 
put  it  in  a  vacuum  chamber,  and  then 
shoot  high-velocity  particles  at  it." 

More  common  than  the  physical 
model,  however,  is  the  mathematical 
model.  The  reasons:  It  costs  less  and 
you  can  easily  change  it.  Grumman's 
Arnold  B.  Whittaker  worked  on  a 
model  of  the  entire  mission.  "To  make 
sure  we  had  not  overlooked  anything," 
he  says,  "we  selected  a  given  day,  like 
a  launch  at  4  p.m.  on  May  19,  1969, 
and  we  ran  out  a  very  detailed  mis- 
sion— by  the  second — all  the  way 
through:  exactly  what  the  man  would 
have  to  do,  where  he  might  get  in 
trouble  and  how  we  might  have  to 
change  the  design  of  the  equipment  to 
ease  the  load  on  the  man. 

"Then  we  asked,  'How  would  any- 
thing vary  if  we  launched  on  a  differ- 
ent day,  or  from  a  different  launch 
site?'  These  changes  would  affect  the 
distance  from  the  moon,  the  trajectory 
and  a  lot  of  other  things.  We  had  to 
be  able  to  complete  the  mission  no 
matter  what  went  wrong." 

In   the   depths   of   space,    anything 


that  can  conceivably  go  wrong  has  to 
be  compensated  for  in  some  way. 
Whittaker  gives  this  example:  "If 
you're  on  the  lunar  surface  and  you 
should  develop  a  leak  in  the  ascent 
propulsion  system  that  requires  you  to 
lift  off  within  three  hours,  but  the 
prime  launch  time  is  five  hours  away, 
what  do  you  do?  Well,  you  take  off, 
but  that  puts  you  in  orbit  out  of  phase 
with  the  command  module.  You'll 
have  to  perform  an  orbital  maneuver 
that  will  make  you  rendezvous,  and 
that  takes  nine  hours.  So  I've  got  to 
design  the  system  to  stay  in  orbit  an 
extra  nine  hours.  I've  got  to  supply 
nine  more  hours  of  oxygen,  nine  more 
hours  of  cooling  water,  etc."  That's 
the  point  about  Lem:  There  is  hardly 
a  change  that  can  be  made  in  isola- 
tion; in  most  cases,  even  the  slightest 
change  upsets  some  equilibrium,  trig- 
gering other  adjustments. 

Lem's  engineering  problems  run 
from  the  most  complex  to  the  most 
mundane.  One  concerning  windows 
turned  out  to  be  pretty  simple.  "You'd 
like  to  be  able  to  see  all  over,"  says 
Bill  Rathke.  Early  models  therefore 
had  large  glass  windows.  But,  Rathke 
says,  "that  glass  cost  about  70  pounds 
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While  America  Slept.  The  Ger- 
man V-2  (right)  was  not  the  first 
liquid-propelled  rocket.  The  first 
was  built  in  the  U.S.  in  1926  by  a 
Massachusetts  inventor  named 
Robert  H.  Goddard.  But  the  U.S 
let  research  languish.  It  was  rude- 
ly awakened  to  action  only  when 
the  V-2s  started  crashing  into 
London.  Similarly,  the  U.S.  just 
dawdled  along  on  space  research 
until  Sputnik  I.  Shocked  by  the 
Russian  achievement,  the  U.S. 
launched  an  all-out  program,  cul- 
minating in  Saturn  V  (above), 
the  nation's  mightiest  booster, 
shown    here    seconds   after   lift-off. 


per  square  foot,  compared  with  about 
seven  pounds  per  square  foot  for  the 
metallic  structure."  (When  Lem  men 
talk  cost,  they  usually  mean  weight  or 
time,  not  money.)  Adds  Rathke:  The 
big  glass  walls  had  to  go. 

"We  found  that  instead  of  mak- 
ing it  look  like  a  helicopter,  if  we  just 
moved  that  glass  closer  to  the  astro- 
naut's eyeballs,  he  could  see  just  as 
much  without  all  that  glass."  So  Lem's 
triangular  windows  measure  18  inches 
to  a  side  and  were  set  just  six  inches 
in  front  of  the  astronaut's  nose. 

Color  It  Blue-Green 

Weight  was  again  a  factor  when  Bell 
Aerosystems  decided  to  make  oxidizer 
tanks  out  of  titanium  instead  of  alumi- 
num. Things  went  all  right  when  Bell 
tested  the  titanium  and  the  red-colored 
oxidizer  at  various  levels  of  tempera- 
ture, pressure  and  impact. 

But  when,  in  mid-1965,  these  con- 
ditions were  combined,  what  hap- 
pened? The  tank  exploded.  Over  the 
next  few  weeks,  several  more  blew  up 
in  testing.  Here  was  a  full-blown  crisis, 
for  to  revert  to  heavier  aluminum 
tanks  at  this  late  stage  in  the  program 
would  have  meant  a  major  redesign. 

Bell,  NASA  and  North  American 
quickly  began  pulling  together  experts 
in  metallurgy,  chemistry  and  rocket 
engineering  from  throughout  the  coun- 
try. "Allison  [division  of  General  Mo- 
tors], North  American,  Aerojet-Gen- 
eral and  NASA  were  all  involved," 
says  Bell's  David  Feld.  "All  the  infor- 
mation in  the  country  on  this  problem 
came   pouring  in." 

Because  of  the  urgency,  the  investi- 
gators scrapped  the  usual  method  of 
testing  each  possible  explanation  step 
by  step.  Instead,  one  team  of  research- 
ers would  start  on  a  theory  while  an- 


other team  would  leapfrog  ahead  to 
the  next  logical  step,  should  the  first 
efforts  prove  rewarding. 

A  group  of  chemists  headed  by 
Bell's  chief  chemist  Henry  Heubusch 
began  studying  the  oxidizer  while 
metallurgists,  under  Edmund  J.  King, 
went  to  work  on  the  titanium.  The 
chemists  were  curious  as  to  why 
some  ^shipments  of  the  oxidizer  were 
not  the  normal  red  color,  but  blue- 
green.  In  most  cases,  the  blue-green, 
which  accidentally  contained  nitric 
oxide,  was  shipped  back  to  the  manu- 
facturer. In  a  few  cases,  however,  it 
had  been  used  in  tests  of  the  titanium 
tank  with  no  bad  results. 

Meanwhile,  King  and  his  metallur- 
gists had  tagged  chloride  as  a  "prime 
suspect."  They  found  that  titanium — 
under  stress — was  easily  corroded  by 
the  combination  of  chloride  plus  oxy- 
gen. The  job,  then,  was  to  remove 
either  the  chloride  or  the  oxygen.  The 
way  to  remove  oxygen,  it  turned  out, 
was  to  add  nitric  oxide — that  un- 
wanted ingredient  that  changed  the 
oxidizer's  color  to  blue-green!  From 
that  point  on,  Bell  began  requesting 
the  blue-green  oxidizer  from  its  sup- 
pliers, instead  of  sending  it  back. 

Out  before  It's  Finished 

Not  all  of  the  systems  problems 
were  purely  technological  ones.  NASA 
has  been  working  forced-draft  to  meet 
an  essentially  political  goal  of  getting 
a  man  on  the  moon  by  1970.  This 
created  some  difficult  scheduling 
problems  for  the  systems  managers. 

Aerospace  people  don't  necessarily 
think  this  is  bad.  Says  Grumman's  Bill 
Rathke,  "On  any  big,  complex  pro- 
gram like  this,  the  cheapest  way  to 
do  it  is  the  fastest  you  can.  If  there 
(Continued  on  page  91) 
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Clark  gets 
things  moving 


What's  for  dinner?  Pizza?  Lobster?  Cornish  hen? 
Once  only  kings  had  such  a  choice.  Yet  the  new  Clark- 
built  Tyler  five-shelf  food  case  tempts  shoppers  with 
the  delicacies  of  the  world— all  up  at  eye  level  to  see  and 
select  without  digging  through  the  stack.  It's  part  of  a 
Clark  material  handling  system  that  speeds  dinner  from 
field  to  table.  From  the  same  company  that  builds 
earthmoving  equipment,  truck  trailers,  axles,  trans- 
missions and  lift  trucks.  Clark  Equipment 
Company,  Buchanan,  Michigan  49107. 


EQUIPMENT 
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To  Moon,  Kentucky,  or  Moon,  Moon . . . 
Beech  Makes  The  Trip  More  Pleasant. 

You  may  know  that  Beech  builds  the  world's  most  popular  line  of  corporate 
airplanes.  Airplanes  that  get  people  where  they're  going  — big  city  or  small  town  — 
in  solid  comfort. 

Did  you  know  that  these  same  Beech  skills  are  making  Beech  a  very  big  name 
in  space  exploration?  Our  astronauts  will  ride  to  the  moon  and  back  in  comfort, 
too.  Beech  built  the  cryogenic  storage  systems  to  make  it  possible. 

When  you  build  great  aircraft,  you  naturally  have  a  fund  of  knowledge  and  talent 
that  helps  you  build  top-notch  missile  and  space  systems. 

And  vice  versa. 

From  the  Beechcraft  King  Air  to  important  contributions  to  Project  Apollo,  the 
many  talents  of  Beech  are  making  business  flying  a  pleasure... and  helping  to 
bring  the  moon  a  little  closer. 


The  Beech  Capability  Spectrum:  BUSINESS  AIRPLANES- 14  models  from  the  2-place  Musketeer  for  sport  and  training  to  the  pressurized,  prop-jet  King  of 
all  corporate  twins,  the  Beechcraft  King  Air.  AIRLINERS-3  models  to  solve  the  problems  of  the  commuter  airline  industry.  MILITARY  AIRPLANES-for 
training,  personnel  transport,  cargo  and  ambulance  service.  MISSILRY-  including  the  world's  first  family  of  low-cost  target  systems  to  match  our  country's 


Making  business  travel  a  pleasure:  The  coun- 
try's most  popular  twin-engine  corporate 
airplane... The  Beechcraft  King  Air.  This 
management  office  in  the  sky  can  take  you 
anywhere  your  business  demands,  quickly, 
efficiently,  in  solid  comfort. 


Beech  designed,  fabricated,  and  tested  these 
cryogenic  storage  subsystems  located  in  the 
Project  Apollo  Service  Module  (bottom). 
They  supply  oxygen  and  hydrogen  to  the 
environmental  and  electrical  fuel  cell 
systems    in    the   Command  Module   (top). 


Beech  Aircraft  Corporation 

General  Headquarters:  Wichita,  Kansas  67201.  Facilities  also  in 
Boulder,  Colorado;  Liberal  and  Salina,  Kansas;  Washington,  D.C.;  Zurich, 
Switzerland.  Representatives  and  Dealers  throughout  the  Free  World. 


defense  training  requirements.  SUBCONTRACTING  -significant  contributions  to  fighters,  cargo-carriers  and  helicopters  for  prime  contractors.  METAL- 
lURGY-fhe  development  of  advanced  techniques  for  working  with  space-age  materials.  AEROSPACE  -important  assignments  in  cryogenics  and  testing 
for  the  Merritt  Island  complex,  Gemini,  Apollo  and  the  Lunar  Module. 


Would  you  ask 
National  Lead  to  help  you 
get  to  the  moon? 


Not  if  you  went  by  our  name  alone. 

Actually,  we're  in  the  space  age  up  to  our  ears.  Our  jointly 
owned  subsidiary,  Titanium  Metals  Corporation  of  Ameri- 
ca produces  titanium.  This  supermetal  is  strong  enough 
and  light  enough  to  withstand  the  searing  white-hot  heat 
of  supersonic  travel.  The  skin  of  space  capsules  is  made 
of  titanium.  It  is  used  in  today's  jet  airliners  and  will  be  in 
tomorrow's  supersonic  jets. 

Some  of  our  other  products  are  less  visible,  but  equally 
important  to  the  conquest  of  space. 

For  example,  the  roaring  flame  of  a  rocket  at  liftoff  ac- 
tually represents  precisely  controlled  combustion  that 
squeezes  every  bit  of  power  from  every  ounce  of  fuel.  One 
of  the  chemical  additives  that  helps  control  this  combus- 


Photo:  The  American  Museum  of  Natural  History. 


tion  is  produced  by  our  Pigments  &  Chemicals  Division. 

Our  Nuclear  Division  are  the  only  people  working  with 
depleted  uranium.  This  atomic  age  metal  is  65%  heavier 
than  lead  (and  that's  heavy).  It's  used  for  ballast  and 
counterweights  in  missiles,  rockets,  and  jets.  Because  it 
gives  the  greatest  possible  weight  in  the  smallest  space. 

Throughout  the  world,  National  Lead  has  over  50  divi- 
sions and  subsidiaries  with  over  200  different  product 
categories.  Our  customers  are  in  everything  from  space 
capsules  to  cosmetics.  From  jet  planes  to  wood  planes. 
Whatever  you're  in,  chances  are  we  can  help  you.  If  you 
would  like  to  know  more  about  us,  write  National  Lead 
Company,  Room4505,1 1 1  Broadway,  New  York,  N.  Y.  1 0006. 


National  Lead 


U.S.  Divisions.  Subsidiaries  and  AHIIiati  i  Be   rnq  Division  •  Baroid  Division  •  DeLore  Division  •  Doehler-Jarvis  Division  •  Evans  Lead  Division 

Goldsmith  Division  •  Landover  M  ring  Division  •  Magnus  Melal  Division  •  Melal  Division  •  Nuclear  Division  •  Painl  Division  •  Pigments  &  Chemicals 

n  •  Southern  Screw  Division  •  ,   (Division  •  Texas  Mining  and  Smelting  Division-  Titanium  Alloy  Manutaclunng  Division  •  Titanium  Division 

Tool  and  Engineering  Division  •  Aluminum  Match  Plate  Corporation  •  Amos-Thompson  Corporation  •  Floating  Floors.  Inc.  •  Master  Metals.  Inc.  •  The  Chas. 
Taylors  Sons  Company  •  Moms  P   Kirl       o  Son,  Inc   •  Pioneer  Aluminum,  Inc.  •  The  Baker  Castor  Oil  Company  •  Titanium  Metals  Corporation  ol  America 


(Continued  from  page  86) 
weren't  time  pressure,  we'd  probably 
be  so  scientific  we  couldn't  stand  our- 
selves. We'd  probably  still  have  7,000 
people  at  work,  only  we'd  just  be  de- 
veloping the  subsystems."  John 
O'Brien.  Lem  deputy  director  and 
Grumman's  director  of  contracts,  says, 
'"Going  according  to  schedule  forces 
decisions  to  be  made.  Most  human  be- 
ings' tendency,  it  thev'ie  not  sure,  is  to 
procrastinate." 

But  the  speed  increases  the  pressure 
both  on  costs  and  on  management. 
One  way  Apollo  program  contractors 
keep  up  is  by  doing  simultaneously 
what  ordinarily  would  be  done  serially, 
one  step  at  a  time.  "It  means."  says 
Samuel  Holt,  manager  of  space  com- 
munications at  the  RCA  Defense 
Communications  Systems  division, 
"that  NASA  has  to  start  us  on  the 
development  of  the  communications 
subsystem  at  the  same  time  as  the 
development  of  the  Lem  vehicle  it- 
self." 

More    Expensive    Is    Cheaper 

United  Aircraft's  Hamilton  Stan- 
dard division  was  asked  to  design 
a  space-suit  shut-off  valve  after  the 
Apollo  fire.  The  purpose  is  to  isolate 
each  astronaut  if  there  is  an  air  leak 
in  either  suit.  The  company  pro- 
duced the  valve  in  six  months,  a  job 
'that  normally  would  have  taken  a 
\ear  or  more."  according  to  Anthony 
Mirti.  manager  of  the  space-systems 
department.  How?  "We  went  imme- 
diately into  production  right  after 
limited  feasibility  tests,"  he  says. 
"\\  hat  we  determined  was  that  before 
we  would  ship  it  to  the  customer,  we'd 
be  through  development  tests,  and  be- 
fore our  customer  would  ship  it  to 
NASA,  we'd  be  through  qualification 
testing."  And  what  if  testing  should 
discover  a  defect?  This  would  have  re- 
quired catching  up  with  the  valve  and 
making  the  necessary  corrections. 

But  even  had  that  been  necessary,  it 
would  not  have  delayed  NASA  as 
much  as  holding  onto  the  valve  until 
all  the  testing  had  been  completed,  for 
the  work  of  integrating  it  into  the  sys- 
tem could  have  gone  ahead.  Says 
Mirti.  "Our  part  of  the  job  might  be 
more  costly  due  to  this  simultaneity, 
but  by  minimizing  the  delay,  it  prob- 
ably was  cheapest  for  NASA  overall." 

Because  the  delay  of  a  $5  part  could 
cost  the  program  a  small  fortune,  tight 
controls  are  essential.  One  type  of 
control  is  what  Grumman  Vice  Presi- 
dent Joseph  G.  Gavin  refers  to  as  the 
"pedigreed  part." 

"We  want  to  know  the  pedigree  of 
each  part,"  he  says,  "the  materials 
used,  the  process  carried  out,  the  kind 
of  inspection  that  went  on,  so  that  if 
we  have  a  failure,  we  can  trace  it  back 


Al   Kaufman-Copyright  Saturday  Review,   Inc.   1968 
"You've  got  to  hand  it  to  those  computers." 


and  know  it's  part  of  a  certain  batch." 
He  cites  this  example:  "Prior  to  last 
January's  launch,  we  had  a  failure  in 
a  piece  of  equipment  that  was  sup- 
posedly identical  to  one  in  the  vehicle. 
Fortunately,  by  reviewing  the  pedi- 
grees of  the  two  pieces,  we  could  con- 
clude that  the  one  in  Lem  was  suit- 
able for  launch.  We  didn't  have  to 
hold  up  the  launch  to  change  the  part." 

Down  to  Earth? 

Can  these  systems  methods  be  ap- 
plied to  problems  other  than  those  of 
space  and  ot  the  military?  A  good  deal 
has  been  said  and  written  on  the 
subject.  Much  of  it  is  sheer  propa- 
ganda, intended  to  justify  space  ex- 
ploration and  to  try  to  gain  a  beach- 
head for  aerospace  companies  in 
nonaerospace  businesses.  Only  this 
January,  for  example,  an  article  in 
fortune  expounded:  "The  systematic 
planning  that  built  missiles  and  space- 
craft can  be  used  with  telling  effect  to 
attack  urban  complexities."  The  argu- 
ment ran  that  the  systems  approach 
can  be  applied  to  earthly  problems: 
transportation  bottlenecks,  hardcore 
unemployment,  the  pollution  of  water 
and  air. 

But  can  it?  This  is  open  to  serious 
doubt.  Space  exploration  deals  chiefly 
with  nature  and  technology — nonhu- 
man  forces.  The  more  earthly  prob- 
lems basically  involve  interrelations 
among  people:  We  already  know, 
technologically  speaking,  what  the 
problems  are  and  how  to  solve  them. 
We  do  not  know  how  to  get  people  to 
accept  the  solutions  or  how  to  allocate 


the  costs.  For  example,  New  York 
City  could  solve  its  traffic-jam  prob- 
lems in  one  fell  swoop.  It  could  sim- 
ply ban  all  private  autos  from  Man- 
hattan Island,  and  provide  greatly  im- 
proved subway  and  public  surface 
transportation.  Overall,  this  would  be 
cheaper  and  more  efficient  than  pri- 
vate automobiles.  But  how  do  you  get 
private-car  owners  to  give  up  their 
prized  vehicles?  How  do  you  overcome 
opposition  from  the  automobile  and 
highway  lobbies?  How  do  you  finance 
the  billions  of  dollars  needed  to  re- 
place private  transport  with  efficient 
public  transport?  Perhaps  it  can  be 
done,  but  systems  engineering  hasn't 
got  the  answers. 

Two  years  ago,  a  report  by  the  blue- 
ribbon  National  Commission  on  Tech- 
nology, Automation  and  Economic 
Progress  commented:  "The  systems 
approach  is  neither  a  new  technology, 
as  some  seem  to  think,  nor  a  meth- 
odology reserved  for  the  exclusive  use 
of  scientists  and  engineers  of  the  aero- 
space industry.  ...  In  most  respects, 
[it]  adds  up  to  very  little  more  than  the 
application  of  common  sense,  a  trait 
not  solely  the  possession  of  any  single 
group  in  our  society." 

In  short,  systems  engineering  is  sim- 
ply the  planned,  organized  undertaking 
of  unusually  big,  unusually  complex 
engineering  projects.  A  great  deal  can 
be  learned  from  it.  To  oversell  it,  how- 
ever, to  promise  some  kind  of  alchemy 
from  it — like  so  much  of  the  other 
overselling  involved  in  the  space  pro- 
gram— is  a  real  disservice  to  the  basic 
values  of  space  exploration.  ■ 
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Civilians  in  Space 

Why  are  so  many  big  nonaerospace  companies  interested  in 
space  work?  Because  it's  where  the  technological  action  is. 


For  all  of  NASA's  vicissitudes,  it 
seems  likely  that  those  companies  that 
are  serious  about  space  and  know 
what  they  are  doing  are  in  the  space 
business  to  stay.  "A  smaller  pie,"  says 
Irving  K.  Kessler,  head  of  Radio  Corp. 
of  America's  Defense  Electronics 
Products  division,  "means  that  some  of 
the  smaller  guys  are  going  to  taper  off, 
and  some  of  the  fat  cats  will  be  lean 
cats,  but  there  are  many  solid  com- 
panies that  will  be  in  the  space  busi- 
ness for  some  time  to  come." 

Volatility  has  long  been  an  occupa- 
tional hazard  for  the  nation's  space 
contractors  (see  chart),  and  some  of 
them  have  already  begun  to  bite  the 
budget  bullet.  Chrysler  Corp.,  for  in- 
stance, has  already  chopped  1 ,500  em- 
ployees from  the  payroll  at  its  Mi- 
choud  Assembly  facility,  primarily  be- 
cause of  the  stretchout  on  the  Saturn 
IB  boosters  it  is  building.  Westinghouse 
Electric  Corp.  has  pared  the  roster  at  its 
Astronuclear  Laboratory  by  a  fourth. 


NASA  RANK 


That  story  is  being  repeated  among 
all  of  the  nonaerospace  companies  that 
have  made  it  their  business  to  pick  up 
some  of  the  NASA  action.  Yet  very 
few  of  them  are  really  hurting.  NASA 
has  never  really  been  so  important  to 
the  sales  curve  at  Ford  Motor,  General 
Motors  or  Westinghouse,  say,  as  it  has 
been  at  such  all-out  space  contractors 
as  North  American  Rockwell  or 
Grumman  Aircraft  Engineering.  At 
GM,  for  example,  which  is  building 
the  inertial  guidance  system  for  the 
command  and  lunar  modules,  NASA 
work  has  never  amounted  to  more 
than  0.5%  of  gross.  Much  the  same 
goes  for  Westinghouse,  which  has  been 
working  on  the  reactor  for  the  Nerva 
nuclear  rocket  since  1961. 

Given  Congressional  backing,  Nerva 
might  have  become  the  next  genera- 
tion of  rockets.  It  may  yet  become  so. 
But  for  now,  Westinghouse  is  serious- 
ly concerned  over  what  is  going  to 
happen    to   the    technical   capabilities 


Space  Tech. 
Lab.  Inc. 

Chance 
Vought  Corp. 


Ranks  are  based  on  dollar  volume  of  contracts  as  listed  in  NASA's  annual  procurement  reports. 
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it  has  built  up  over  the  years.  There 
is  no  way  to  put  a  dollar  sign  on 
them,  because  those  skills,  operating 
as  a  unit,  are  priceless.  "If  the  Nerva 
program  were  phased  out  this  year," 
says  Westinghouse  Vice  President 
Woodrow  E.  Johnson,  "the  Astronu- 
clear Laboratory  as  an  entity  would 
essentially  disappear. 

"We  wouldn't  just  close  up  and  wait 
for  the  next  Congress,"  Johnson  con- 
tinues. "You  have  600  of  some  of  the 
best  engineers,  scientists  and  managers 
in  the  company,  and  they  aren't 
going  to  sit  and  twiddle  their  thumbs — 
they're  going  to  go  to  60  other  divi- 
sions or  to  other  companies." 

That,  in  a  nutshell,  explains  why 
so  many  companies  think  the  hardest 
part  of  the  cutbacks  to  swallow  is  the 
breakup  of  technical  talents  that  have 
been  years  in  the  making.  "Obviously," 
says  GM  Group  Vice  President  Rich- 
ard L.  Terrell,  "this  is  the  big  chal- 
lenge— to  find  ways  and  means  of 
holding  together  this  organization  of 
scientists  and  engineers."  GM's  AC 
Electronics  is  in  a  good  position,  part- 
ly because  of  the  $100  million  it  ex- 
pects to  get  in  contracts  for  producing 
the  inertial  navigation  system  for  the 
Boeing  747  jet  transport. 

Commercial  Payloads 

This  was  a  direct  result  of  AC  Elec- 
tronics' guidance  contracts  with  both 
NASA  and  the  Department  of  De- 
fense. Chrysler,  envious  of  GM's  good 
results,  is,  according  to  its  space  di- 
vision president,  H.  Douglas  Lowrey, 
"working  as  hard  as  it  knows  how  in 
space  optics,  astronomy  and  communi- 
cations, trying  to  develop  payloads  that 
would  be  useful  to  us."  For  its  part, 
Philco-Ford  has  hit  some  commercial 
payloads  in  the  form  of  visual-display 
units  for  stored  computer  data  as  well 
as  electronic  control  centers  for  man- 
ufacturing plants. 

The  commercial  fallout  is  not  always 
easy  to  get,  but  there  is  a  good  deal 
of  cross-pollination  between  NASA's 
needs  and  DOD's — what  Philco-Ford 
President  Robert  O.  Fickes  calls  an 
"overlap  in  capabilities."  DOD  is  being 
scoured  vigorously  for  markets  because 
its  spending  on  aerospace  is  on  the 
rise.  A  lot  of  the  lift,  of  course,  has 
come  on  conventional   hardware  for 
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Vietnam,  but  some  of  it  is  pure  space 
applications,  such  as  the  communica- 
tions satellites  Philco-Ford  has  built 
for  the  military. 

Thus,  for  all  of  his  frustrations  of 
playing  a  budgetary  dice  game  with 
NASA.  Fickes  would  like  to  take  on 
more  of  the  agency's  work  if  he  could 
get  it.  'In  the  electronics  field,  space 
or  ground  control."  he  says,  "we  would 
be  very  interested  in  getting  every 
piece  of  business  we  possibly  could."' 

Net  profit  margins  on  NASA's  con- 
tracts are  typically  2%  to  3%;  yet 
without  those  profits.  Philco  might 
have  been  more  in  the  red  than  it 
was  in  1967.  Defense  work,  on  the 
other  hand,  often  carries  higher  profit 
ratios  because  it  usually  leads  to  what 
David  Demarest,  program  develop- 
ment manager  for  TRVV's  Electronics 
Systems,  calls  "good  bread-and-butter" 
production  runs,  while  NASA  orders 
tend  to  come  in  small  blocks. 

A  Problem  in  Basketry 

Some  companies  have  diversified 
within  NASA,  passing  up  the  big  con- 
tracts and  trying  to  get  as  many  de- 
velopment eggs  in  as  many  baskets  as 
possible.  This,  for  example,  has  been 
the  strategy  at  TRW  Inc.  As  one  com- 
pany spokesman  says:  "We  have  never 
attempted  to  gain  the  larger  program. 
No  contract  represents  more  than  5% 
of  our  business.  We  don't  suffer  the 
dislocation,  the  start-up  costs  and  the 
corporate  chaos  you  find  with  first 
winning  a  large  contract  and  then 
losing  it." 

General  Electric  has  taken  a  similar 
tack.  Only  25%  of  its  space  business 
is  tied  directly  to  Apollo,  and  this  is 
generally  in  the  area  of  testing,  data 
management  and  engineering  support. 
The  balance  is  spread  over  unmanned 
spacecraft  work  and  DOD's  ballistic 
missile  nose  cones  and  Manned  Orbit- 
ing Laboratory.  As  Apollo  is  phased 
out.  Missile  &  Space  division  Vice 
President  Hilliard  W.  Paige  hopes 
the  other  two  areas  will  expand.  "I  see 
a  modest  growth  in  total  for  this  divi- 
sion through  the  mid-Seventies,"  he 
says,  "and  I  haven't  even  mentioned 
the  other  things  we're  working  on  and 
hoping  to  get.  They're  classified." 

All  of  which  helps  explain  why  the 
big  nonaerospace  companies  continue 
to  display  an  interest  in  space:  It  can 
lead  to  other  things.  Space  exploration 
is  at  the  very  frontier  of  technology, 
and  no  company,  no  matter  what  its 
business,  can  afford  to  fall  behind  in 
that  these  days.  "By  history  and  heri- 
tage." Paige  says,  "General  Electric 
has  always  worked  at  the  forefront  of 
technology."  He's  saying  that  whether  . 
it  can  make  big  money  or  not,  GE  has 
every  intention  of  staying  in  space.  ■ 


Groundlings.  Not  only  the  aerospace  industry,  but  some  of  the  most  down- 
to-earth  companies  in  the  U.S.  are  engaged  in  the  wild-blue-yonder  projects 
of  the  space  program.  Chrysler  is  making  the  Saturn  booster  at  New  Orleans 
(top).  General  Motors'  AC  Electronics  division  is  producing  a  guidance 
and  navigation  system.  In  the  photo  above,  an  AC  engineer  is  testing  the 
system  by  putting  it  through  simulated  missions.  Philco-Ford  Corp.  has  es- 
tablished a  special  production  facility  to  turn  out  defense  communications 
satellites.  At  bottom,  technicians  at  Philco-Ford' s  Space  &  Re-entry  Sys- 
tems division  are  shown  assembling  one  of  the  15  satellites  now  in  orbit. 
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From  Little  Acorns? 

Thanks  partly  to  NASA,  small  scientific  companies  sprouted  all  over.  Wherever 
they  sprout,  gleaners  from  bigger  corporations  have  found  good  pickings. 


Documentation,  Inc.  was  formed  in 
1953  around  the  deceptively  simple 
concept  that  the  "information  explo- 
sion" was  going  to  make  the  traditional 
one-subject  library  card  as  outdated 
as  the  McGuffey  Reader. 

The  contribution  of  the  co-founders, 
the  late  Mortimer  Taube  and  Eugene 
Miller,  a  former  Columbia  philosophy 
professor  and  an  engineer-aviation 
editor  respectively,  to  the  explosion 
was  a  specialized  computer  system. 
It  could  put  together  a  raft  of  related 
references  on  two  or  more  subjects  at 
the  press  of  a  button.  No  longer  would 
a  researcher  working  up  a  report  on 
titanium  and  rocket  engines,  say,  have 
to  plow  a  furrow  through  each  of 
those  subjects  individually.  Coordinate 
indexing  would  do  it  all  for  him. 

For  Taube  and  Miller,  however,  the 
coordinates  were  none  too  reassuring. 
The  contracts  were  small — a  catalog- 
ing job  for  the  National  Institutes  of 
Health,  for  instance.  It  was  hard 
scratch  all  the  way. 

By  1959  Taube  and  Miller  had  had 
it.  They'd  run  out  of  money.  Regret- 
fully they  sold  out  to  Benson-Lehner 
Corp.,  a  West  Coast  electronics  firm. 
The  founders  stayed  on  as  employees. 
At  that  point  the  script  was  the  fami- 
liar one  of  the  small  technically 
oriented  company  without  enough 
capital  to  go  it  alone. 

The  Second  Chance 

Taube  and  Miller,  though,  were 
lucky  enough  to  get  a  second  chance 
at  bat  as  independent  operators. 
That  happened  in  1961  when  NASA's 
Office  of  Technology  Utilization 
decided  it  needed  something  that 
would  give  industry  a  speedier  way  of 
winnowing  the  engineering  data  piling 
up  in  its  files.  Documentation's  sales 
were  bumping  along  at  a  none-too- 
munificent  $800,000.  The  prospect  of 
a  $5-million  information  processing 
project  for  NASA  was  pure  manna. 
The  prospect  was  so  enticing  that 
Benson-Lehner,  ineligible  to  bid  on 
the  contract  because  it  was  a  hardware 
supplier  to  NASA,  elected  to  square 
the  circle  by  breaking  it.  Documenta- 
tion, Inc.  was  spun  oil  and  won  the  bid. 

Independent  again,  but  on  a  more 
solid  basis,  Documental  ion  began 
shopping  other  government  agencies. 
It    picked    up    some    business    from 
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outfits  such  as  the  U.S.  Information 
Agency  and  the  Department  of  Health, 
Education  &  Welfare.  Landing  higher- 
profit  commercial  business,  however — 
even  though  the  company  was  pioneer- 
ing the  development  of  microfilm 
cards  (microfiche) — has  proved  some- 
thing else  again. 

By  1966  it  was  the  same  old  story. 
With  a  stockholders'  equity  of  only 
$600,000,  Documentation  owed  the 
banks  almost  $500,000  in  short-term 
money.  The  death  of  Dr.  Taube  in 
1965  had  left  management  thinner 
than  ever.  So,  in  1967  the  company 
did  another  full  turn  and  became  part 
of  Leasco  Data  Processing  Equipment 
Corp.  for  $5.1  million  in  stock. 

The  NASA  contract  is  up  for  re- 
newal this  year.  Gene  Miller,  52, 
and  his  managers  are  fighting  hard 
to  keep  the  business.  It  generates 
more  than  a  third  of  the  $1  mil- 
lion the  subsidiary  hopes  to  net  in 
1968.  But  the  NASA  contract  is  no 
longer  a  matter  of  life  and  death.  In 
fact,  the  company  has  just  won  an 
SEC  contract  to  put  annual  reports  on 
microfiche.  "Now  that  we're  part  of  a 
bigger  company,"  says  Miller,  "if  we 
don't  like  the  terms,  we  can  afford  the 
luxury  of  walking  away.  When  you're 
small  and  they  know  you  can't  walk 
away,  the  hard  bargaining  is  all  on 
their  side." 


That  kind  of  vulnerability  is  one  of 
the  reasons  why  so  many  small,  once 
independent  companies  serving  NASA 
arid  its  field  centers  are  now  subsidia- 
ries of  bigger  organizations.  The  trend 
has  been  dramatized  by  Computer 
Sciences  Corp.  This  Los  Angeles-based 
company  in  1965  bought  for  $2  mil- 
lion two  International  Telephone  & 
Telegraph  subsidiaries  which  had  been 
set  up  expressly  to  work  on  individual 
Department  of  Defense  contracts. 
Computer  Sciences  blended  the  two 
into  what  is  now  known  as  Communi- 
cations &  Systems,  Inc.;  CSI  has  in 
turn  acquired  Geonautics  Inc.,  an  even 
smaller  NASA  contractor. 

The  Attractive  Blends 

From  the  small-company  point  of 
view,  it  often  seems  that  the  space 
program  is  a  springboard  to  the  sell- 
out rather  than  to  independent  growth. 
Melpar  Inc.  (into  Westinghouse  Air 
Brake),  C-E-I-R  (Control  Data)  and 
S.  J.  Industries  (Fairchild  Hiller)  are 
other  small  techno-think  companies 
that  have  been  sheltered  under  larger 
corporate  wings.  Yet,  given  the  incen- 
tive of  attractive  merger  terms  and 
access  to  more  capital,  it  can  hardly  be 
said  they  are  being  dragged  kicking  to 
the  altar.  Thus  has  NASA  helped 
create  useful  acquisitions  for  growth- 
minded  companies.  ■ 


It's  All  On  Microfiche.  NASA  had  to  have  some  way  of  making  informa- 
tion on  developments  in  aerospace  instantly  available,  and  Leasco  developed 
4-inch  by  6-inch  cards,  each  of  which  can  reproduce  from  60  to  72  pages. 
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"If  you  ask  me,  Isaac,  I'd  say  GENESCO. 
Their  products  are  sold  in  24,000  stores." 


"If  you  ask  me,  Augie,  I'd  say  GENESCO. 
Their  annual  sales  are  $950,000,000." 


"If  you  ask  me,  Gentlemen,  I'd  say  GENESCO. 
They  make  half  a  million  wearables  every  day." 


"If  you  ask  me,  Wilburton,  I'd  say  GENESCO. 
Write  for  their  Annual  Report  and  you'll  agree." 


When  you're  asking  for  the  world  leader  in  apparel  manufacture 
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there's  only  one  answer 


FORBES.  JULY  1,  1968 


GENESCO  INC  Box  F,  730  Fifth  Avenue,  New  York,  N.Y.  10019 

95 


NASA'S  Other  Payroll 


To  keep  its  payroll  down  (and  thus 
help  forestall  criticism)  and,  at  the 
same  time,  to  give  private  enterprise  a 
maximum  stake  in  the  space  program, 
the  National  Aeronautics  &  Space  Ad- 
ministration contracts  out  many  ser- 
vices that  other  businesses  provide 
for  themselves.  Of  the  57,000  em- 
ployees at  NASA  facilities,  about  half 
work  for  outside  contractors  who  sup- 
ply services  for  the  agency. 

Many  companies  today  contract  out 
maintenance  and  security  chores.  NA- 
SA goes  further.  It  farms  out  a  good 
deal  of  research  and  development  as 
well,  and  its  contractors  supply  it  with 
engineers,  computer  programmers  and 
security  guards.  These  service  con- 
tracts in  1968  amounted  to  $453  mil- 
lion. NASA's  payroll  currently  totals 
$432  million. 

Among  the  leading  NASA  employ- 
ment contractors  are  General  Electric 
Co.,  which  seems  to  do  everything 
from  delivering  mail  to  maintaining 
the  test  range  at  the  Mississippi  Test 
Facility;  Ling-Temco-Vought,  whose 
services  range  from  photographing  Sa- 
turn launches  to  installing  radar;  and 
Trans  World  Airlines,  which  provides 
general  maintenance,  supply  opera- 
tions, fire  and  security  services  for  the 
Kennedy   Space   Center.   Some   other 


companies  include  service  personnel 
as  part  of  their  hardware  contracts. 

What's  in  it  for  the  contractors? 
Profit  margins  vary  widely:  they  range 
from  1.7%  to  8.8%  of  net.  It  can  be 
profitable  business  and  there  is  very 
little  capital  involved  in  the  operation. 
Moreover,  NASA  often  ends  up  foot- 
ing the  bill  for  recruiting  and  training 
and  for  a  company's  on-the-spot  office 
facilities. 

"I  can  tell  you,"  says  Dr.  Chan  B. 
Sung,  a  vice  president  at  Bendix,  "that 
the  highly  skilled  engineering-service 
business  has  a  very  high  return  on  in- 
vestment." Bendix  provides  Apollo 
launch-support  services  for  NASA 
and  operates  24  of  the  agency's  world- 
wide net  of  tracking  stations. 

The  Happy  Flesh  Peddlers 

There  are  fringe  benefits  in  the 
flesh-peddling  business  too.  Philco- 
Ford,  for  instance,  handles  computer- 
programming  work  at  the  NASA  Mis- 
sion Control  Center  in  Houston.  Large- 
ly because  of  the  NASA  contract,  says 
Philco-Ford  President  Robert  O. 
Fickes,  "We  have  developed  a  very 
capable  programming  unit.  Program- 
mers are  hard  to  get  these  days,  so 
this  capability  that  has  been  built  up 
is  a  very  valuable  asset  to  us  for  other 


projects  at  Philco-Ford." 

TWA,  by  the  same  token,  considers 
the  services  it  provides  at  Cape  Ken- 
nedy as  a  cost-free  kind  of  recruiting. 
"It's  a  means  for  us  to  develop  capable 
management  and  technicians  we  can 
move  into  the  parent  organization 
when  we  need  them"  explains  Vice 
President  Thomas  F.   Huntington. 

This  is  no  longer  as  easy  to  do,  how- 
ever, as  it  was  even  as  recently  as  last 
year.  Large-size  service  contracts,  says 
Pan  American  World  Airways'  Charles 
C  Fleming,  formerly  manager  of  ad- 
ministration at  the  Guided  Missiles 
Range  division,  Cape  Kennedy,  are 
now  in  short  supply  because  of 
NASA's  budget  problems.  The  U.S. 
Civil  Service  Commission  has  added 
to  the  squeeze  by  demanding  that 
more  of  NASA's  service  contracts — 
particularly  in  such  unskilled  areas  as 
security  and  fire  protection  and  main- 
tenance— be  converted  to  civil  ser- 
vice status.  They  argue  that  NASA 
can  save  money  by  cutting  out  the 
profit  fee  that  goes  to  121  contractors. 

The  contractors,  on  the  other  hand, 
maintain  that  the  "savings"  cited  by 
the  Commission  do  not  consider  fed- 
eral pensions  costs  and  the  Govern- 
ment's generous  sick-leave  allowances. 
Moreover,  they  can  argue — and  with 
justification — that  private  enterprise 
offers  flexibility  that  Civil  Service  can 
never  provide.  Although  some  jobs  are 
being  converted  to  civil  service  status, 
NASA's  employee  contracts  are  likely 
to  be  around  for  a  long  time.   ■ 


Hired  Hands.  NASA's  two  largest 
service  contractors  at  Cape  Kennedy 
provide  both  simple  and  complex  ser- 
vices. The  largest  is  TWA,  with  3,000 
employees.  TWA  supplies  simple  ne- 
cessities such  as  utilities,  security  and 
fire  protection  as  well  as  guided  tours 
(below),  which  700,000  visitors  are 
expected  to  take  during  1968.  The 
technician  at  right  is  one  of  2,600 
Bendix  Corp.  employees  who  handle 
the  Apollo  Saturn  V  moon  rocket  in 
its  crucial  journey  to  the  launch  pad. 


STOCKBROKER  TO   KNOW 


Rear  Admiral  John  K.  Leydon,  USN  (Retired),  was  born  in  Philadelphia  and  graduated  with 
honors  from  the  United  States  Naval  Academy,  standing  77th  in  his  class.  He  later  became  the 
first  of  his  class  to  achieve  flag  rank.  After  further  studies  at  Annapolis,  Rear  Admiral  Leydon 
earned  a  Master  of  Science  degree  in  Aeronautical  Engineering  at  the  California  Institute  of 
Technology.  He  attended  the  Harvard  Graduate  School  of  Business  Administration  advanced 
program  in  7962.  From  1964  until  his  retirement  in  1967,  he  was  Chief  of  Naval  Research.  In 
recognition  of  his  performance  there  he  was  awarded  the  Legion  of  Merit.  Other  important 
posts  held  during  his  active  naval  career  include  commanding  officer  of  the  Naval  Air  Turbine 
Test  Station  and  Deputy  Chief  of  Naval  Material.  He  joined  the  underwriting  department  of  our 
firm  in  7967  as  a  partner.  Admiral  Leydon  is  a  director  of  the  Philadelphia  Maritime  Museum, 
and  a  member  of  a  number  of  antiquarian  and  historical  societies. 
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John  Leydon 
brings  tomorrow's 
technology  into  focus 
for  you  today 

Change  — dramatic  change  — is 
the  watchword  of  today's  scien- 
tifically oriented  world.  But  if 
investors  and  businesses  are  to 
benefit  from  change,  they  must 
assess  correctly  the  directions 
new  trends  will  take. 

This  iswhereourpartnerjohn 
Leydon,  plays  a  role  that  could 
be  vitally  important  to  you.  A 
retired  rear  admiral  and  former 
director  of  the  U.S.  Navy's  ex- 
tensive research  program,  he 
monitors  the  future  with  an  ex- 
pert's eye  for  our  Investment 
Banking  Division. 

John  Leydon  is  at  home  in  new 
technologies.  His  thorough  grasp 
of  their  concepts  enables  him  to 
track  down  answers  by  asking 
the  right  questions.  Through  his 
own  experience  and  knowledge 
he  is  aware  of  the  ambitions  and 
promise  of  scores  of  small, 
emerging,  technology-based 
companies.  With  a  probing,  dis- 
ciplined mind,  an  ability  to  talk 
with  both  technological  and 
engineering  oriented  manage- 
ment and  a  penchant  for  value 
potential,  he  searches  for  prom- 
ising newcomers  which  a  well- 
engineered  financing  or  merger 
could  program  for  success. 

Paine,  Webber's  250,000  cus- 
tomers benefit  from  John  Ley- 
don's  informed  opinions  and 
development  of  investment  op- 
portunities. You  can,  too— by 
visiting  the  Stockbrokers  To 
Know  in  any  of  our  62  offices. 

PAINE 

WEBBER 

JACKSON 

&  CURTIS 

Members  New  York  Stock  Exchange 
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I  WO   hundred   and  Tiny  SUCCeSSTUI    INHSM   space  missions  diiu   ^u.uuu  iiidii-yedrb  ui   cnun  pruve  we  i,dii 

out  an  American  on  the  moon.  Yet  our  manned  moon  exploration  is  a  year  behind  schedule.  Why  the 
low-down?  The  biggest  reason— costs  of  Vietnam  and  social  programs  notwithstanding— is  public 
ipathy.  The  public  knows  how  we  will  get  there.  They  don't  understand  why  we  should  — why  we  must 
live  our  space  program  high  priority  as  a  national  goal.  But  the  reasons  are  there.  The  benefits  to  our 
iconomy  will  be  enormous,  even  though  they  can't  be  added  up  in  advance.  Who  could  have  foretold  the 
:remendous  pay-offs  of  the  air  age  the  day  it  was  launched  at  Kitty  Hawk  in  1903?  And  just  as  it  was 
vith  aviation,  the  ultimate  rewards  of  space  will  far  outweigh  the  investment.  Already  the  spin-offs  of 
space  technology  have  greatly  improved  our  communications,  navigation  and  weather  forecasting  — and 
Drought  into  being  a  host  of  innovations  which  enhance  our  daily  lives.  We  musn't  stop  now  — while  the 
lest  is  yet  to  come.  World  peace,  our  national  security,  our  scientific  and  economic  welfare  could  all  be 
jt  stake.  It  has  been  asked:  Can  we  afford  to  go  to  the  moon?  The  best  answer  is:  We  can't  afford  not  to! 
t  would  be  tragic  for  us  not  to  get  there  first;  disastrous  not  to  get  there  at  all.  We've  never  settled 
or  being  second  best,  nor  should  we  now.  We  are  pioneers  — technologically,  scientifically,  politically, 
and  spiritually  — with  a  history  of  high  determination.  That's  what  made  us  great,  that's  what  keeps  us 
=;reat.  And  that's  what  our  space  program,  like  our  country,  is  all  about.    I 

?yan  is  building  the  landing  radar  system  for  the  Lunar  Module.  And  is  proud  to  be  a  member  of  r^.      I      Jp\.     INI 

he  NASA-Grumman-RCA  team.  Similar  Ryan  systems  controlled  the  five  successful  Surveyor 

andings.  For  more  information  on  Ryan  radar  capability,  and  the  company  behind  it,  write  Frank 

Sard  Jameson,    Ryan   Aeronautical   Company,    Lindbergh   Field,  San  Diego,  California  92112.      


e  know  how. 
o  we  know  why? 


■-- 


Is  There  a  Space  Lobby? 

Not  in  the  usual  sense  of  the  word.  Sputnik  created  popular  demand  for  a 
crash  space  program,  and  Congress  reacted  in  the  accepted  way.  When 
popular  support  dwindled,  so  did  the  money.  It's  about  as  simple  as  that. 


Forbes  recently  asked  a  congressman 
if  there  was  a  "space  establishment" 
and  if  so,  who  belonged  to  it.  The  rep- 
resentative replied  promptly:  "Lyndon 
Johnson,  James  Webb  and  the  Texas 
Congressional  delegation."  But  the  con- 
gressman was  exaggerating.  A  space 
establishment  in  the  sense  of  a  small 
group  of  influential  men  who  control 
the  decisions  of  the  U.S.  Government 
on  space  simply  does  not  exist.  If  it 
did.  space  would  not  have  taken  the 
beating  it  has  recently  in  Congress. 
In  the  sense  of  the  gun  lobby,  which 
sways  emotion  and  frightens  congress- 
men, the  space  lobby  is  gentle.  It  lacks 
the  tremendous  clout  of  the  highway 
lobby,  the  aesthetic  and  intellectual 
appeal  of  the  conservation  lobby. 

It  would  be  naive,  however,  to  ex- 
pect a  program  that  has  spent  $30  bil- 
lion to  date  and  continues  at  $4  bil- 
lion a  year — 90%  to  95%  of  it  going 
outside  the  Government — would  fail  to 
interest  congressmen,  contractors,  uni- 
versities, and  local  political  and  busi- 
ness officialdom.  This  does  not  create 
a  lobby  in  the  sense  of  the  gun  lobby, 
the  education  lobby,  the  defense  lobby. 
But  it  does  make  congressmen  and 
businessmen  intensely  aware  of  space. 

The  really  powerful  lawmakers  in 
Congress  gravitate  toward  committees, 
such  as  Armed  Services  and  Appropri- 
ations. Money,  frankly,  is  where  the 
power  is,  and  what  is  a  representative 
doing  in  Congress  if  not  using  what- 
ever power  he  can  garner  for  the  con- 
stituents back  home' 

The  space  program  from  the  first 
has  had  the  support  of  men  who  under- 
stand this.  Despite  the  nature  of  its 
work  on  the  threshold  of  tomorrow, 
NASA  has  never  been  the  darling  of 
the  New  Frontier,  of  the  liberals,  of 
the  idealists,  the  men  who  came  to 
Washington  for  and  with  the  Ken- 
nedys. Rather,  its  support  has  been 
among  those  powerful  senators  and 
representatives  of  the  Roosevelt-Tru- 
man Democratic  party.  Most  signifi- 
cantly, former  Senate  Majority  Leader 
Lyndon  B.  Johnson  was  from  the  first 
intensely  interested  in  space. 

It  was  politics,  not  idealism,  that 
got  the  space  program  off  the  ground. 
And  Congress  was  reacting  to  Soviet 
space  accomplishments.  When  the 
Russians  sent  up  Sputnik  in   1957,  it 
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was  Senator  Lyndon  Johnson's  pre- 
paredness subcommittee  (of  the 
Armed  Services  Committee)  that  held 
hearings  to  find  out  about,  and  to  spur 
our  own  efforts  in  space.  When  Presi- 
dent Eisenhower  proposed  a  lower-key 
civilian  scientific-oriented  space  effort, 
it  was  Senator  Johnson  and  House 
Majority  Leader  John  W.  McCormack 
who  practically  rewrote  Eisenhower's 


Long  Before  he  was  presi- 
dent, LB  J  was  interested  in 
space  and  in  close  touch  with 
NASA  boss  Jim  Webb  (below). 


proposal,  strengthening  the  U.S.  space 
program.  When  the  late  Dr.  Hugh  L. 
Dryden,  head  of  the  National  Advis- 
ory Committee  for  Aeronautics,  out 
of  which  NASA  was  born,  opposed  a 
hugely  funded  crash  program  for  space 
in  1958,  it  was  the  House  Astronautics 
Committee- — under  McCormack — who 
vetoed  the  selection  of  Dryden  as 
NASA  administrator.  Such  caution, 
thought  the  committee,  would  never 
allow  the  U.S.  to  catch  the  Russians. 

President  Kennedy  came  to  office  in 
1961.  Even  though  he  had  used  the 
U.S.  space  lag  against  the  Eisenhower 
Administration,  he  turned  over  respon- 
sibility for  space  to  his  vice  president 
who  had  an  abiding  interest  in  it.  Ken- 
nedy had  just  received  the  report  of  his 
science  adviser,  Dr.  Jerome  B.  Wies- 
ner.  The  report  criticized  lack  of  man- 
agement in  the  space  program  and  held 
manned-flight  prospects  to  be  some- 
thing for  the  uncertain  future.  Then, 
in  April  1961,  cosmonaut  Yuri  Ga- 
garin orbited  the  earth,  and  things 
were  never  the  same  for  NASA.  From 
then  on  it  was  the  politicians,  not  the 
idealists,  who  led  the  way. 

The  House  Astronautics  Committee, 
under  the  chairmanship  of  the  late 
Representative  Overton  Brooks  of 
Louisiana,  a  24-year  veteran  of  Con- 
gress, held  hearings  two  days  after 
Gagarin's  flight,  and  Brooks  was  ap- 
palled to  find  that  the  Budget  Bureau, 
only  the  previous  month,  had  cut  the 
money  out  of  manned-space-flight 
programs.  It  was  revealed  at  the  time 
that  Vice  President  Johnson  had  been 
studying  the  possibilities  of  manned 
flight  for  a  long  time.  And  it  was  re- 
called that  in  July  1960  Representa- 
tive Brooks'  committee  had  recom- 
mended that  NASA  push  for  a 
manned  landing  on  the  moon  by  1970. 
Pushed  by  public  opinion  and  Con- 
gress, President  Kennedy  in  May  1961 
made  this  recommendation  his  own, 
and  NASA's  budget  grew  from  $1.8 
billion  in  fiscal  1962  to  $3.7  billion 
in  1963  to  $5.7  billion  in  1964. 

Chosen  to  administer  this  expanded 
program  was  James  E.  Webb,  a  prod- 
uct of  the  Max  Gardner  school  of 
politics.  (Gardner  was  a  North  Caro- 
lina Democratic  political  leader  who 
brought  a  stream  of  bright  young  men 
from  the  University  of  North  Carolina 
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into  service  in  Government;  Chapel 
Hill,  says  one  North  Carolinian,  was 
in  the  1930s  and  1940s  the  "Harvard 
of  the  South.")  Significant  again  was 
the  fact  that  Webb  was  neither  a 
scientist  nor  a  bright  young  idealist. 

Webb  had  been  director  of  the 
Bureau  of  the  Budget  under  President 
,an,  later  v\as  Under  Secretary  of 
State.  He  had  engineered  the  reorgani- 
zation of  the  State  Department  in  the 
postwar  period.  Then  55,  his  creden- 
tials were  managerial  and  political. 
Vice  President  Johnson  held  out  for 
his  appointment  as  NASA  administra- 
tor against  those  who  would  have 
appointed  a  scientist. 

"1  didn't  want  the  job,"  says  Webb 
today.  "I  came  to  Johnson's  office  and 
Phil  Graham  [late  publisher  of  the 
Washington  Post]  was  there.  I  said, 
"How  do  I  get  out  of  this?'  And  Phil 
said.  There's  only  one  man  in  Wash- 
ington who  can  get  you  out  of  it,  that's 
Clark  Clifford'  [present  Secretary  of 
Defense  and  close  adviser  to  President 
Truman  as  well  as  to  Presidents  Ken- 
nedy and  Johnson].  So  I  went  to  see 
Clark  and  he  said  'I'm  the  one  who's 
been  proposing  you  for  the  job.'  So  I 
went  to  see  President  Kennedy.  He 
said  he  didn't  want  a  scientist  but 
someone  who  could  manage  the  job." 

Webb's  passion  in  life  is  manage- 
ment. At  the  time  of  his  appointment 
he  was  director  of  two  corporations — 
Kerr-McGee  Oil  Industries  and  Mc- 
Donnell Aircraft — and  a  member  of 
five  organizations  concerned  with  man- 
agement problems  in  both  the  public 
and  private  sector.  He  was  also  close 
to  Senator  Robert  S.  Kerr,  the  power- 
ful Oklahoma  lawmaker  who  chaired 
the  Senate  Committee  on  Aeronautical 
&  Space  Sciences.  Kerr  was  a  behe- 
moth in  the  Senate,  a  man  so  powerful 
that  Kennedy's  trade  bill  passed  only 
because  Kerr  decided  to  support  it; 
in  the  bargain,  Kerr  picked  up  an  im- 
mense political  IOU  from  the  Presi- 
dent. Kerr  introduced  Webb  to  the 
Senate  for  confirmation  in  his  new 
post  as  "the  best  Oklahoman  North 
Carolina  ever  produced." 

Other  powerful  politicians  gravitated 
to  the  space  committees:  in  the  Senate, 
Richard  Russell  of  Georgia,  who  also 
sits  on  Appropriations  and  heads  the 
Armed  Se  ices  committee;  Warren 
Magnus  m  of  Washington,  who  heads 
the  Com;  tee  Committee  and  the  in- 
—  dependent  ol  n  mittee  of  Ap- 

propriations, which  oversees  NASA 
requests;  Stu;  Symington,  also  on 
Armed  Services  and  ex-officio  on  Ap- 
propriations foi  questions;  John 
Stennis  ol  Missis.  s0  on  Appro- 
priations and  Armed  Services;  Spes- 
sard  Holland  of  Florida,  also  on  Ap- 
propriations. 

In  the  House,  Brooks  of  Louisiana 
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headed  the  space  committee  in  the 
early  years;  George  Miller  of  Califor- 
nia has  it  now,  with  Olin  Teague  of 
Texas  a  powerful  member.  The  late 
Albert  Thomas  of  Houston,  Texas. 
who  was  chairman  of  the  appropria- 
tions subcommittee  handling  NASA's 
budget,  is  widely  credited  with  bring- 
ing the  Manned  Spacecraft  Center 
to  Houston.  Thomas,  who  came  to 
Congress  in  1937,  is  described  by  a 
high  NASA  official  as  the  "single  most 
important  congressman"  in  the  for- 
mative years  of  the  program. 

-Plausible,  reasonable  arguments  are 
made  for  the  location  of  NASA's  prin- 
cipal facilities:  the  Cape  Kennedy 
launch  center,  the  Michoud  assembly 
plant  in  Louisiana,  the  Mississippi  test 
facility,  the  Houston  center.  But  to  say 
that  representatives  in  Congress  from 
those  areas  had  nothing  to  do  with 
getting  the  facilities  there  would  be  to 
deny  their  political  abilities. 

In  the  same  way,  it  does  not  harm 
Boeing  Co.  or  McDonnell-Douglas 
Corp.  to  have  Senators  Magnuson  and 
Symington  where  they  are.  The  com- 
panies of  course  are  constituents  and 
they  employ  constituents.  And  this  is 
the  key  to  sophisticated  lobbying. 

Born  of  popular  dismay  over  Rus- 
sian accomplishments,  the  crash  space 
program  thus  did  not  require  a  highly 
organized  lobbying  effort.  The  popular 
support  was  there  and.  conveniently, 
so  was  the  money.  That  was  enough 
for  Congress;  never  mind  that  the  in- 
tellectuals might  have  their  doubts.  For 
this  reason,  NASA's  own  lobbying 
has  been  low-key. 

NASA,  like  any  other  federal 
agency,  must  put  its  programs  in  their 
best  light,  first  of  all  within  the  Exec- 
utive Branch  and  before  the  Budget 
Bureau,  then  before  the  Congress.  And 
so  a  staff  of  27  works  in  NASA's  Con- 
gressional liaison  office  under  the  di- 
rection of  33-year-old  lawyer  Robert 
Allnutt.  Allnutt  puts  it  simply:  "We 
let  a  number  of  congressmen  know 
what  is  in  their  district.  We  are  respon- 
sible for  selling  the  program."  Natu- 
rally, if  a  congressman  is  made  aware 
that  a  contract  or  subcontract  will 
bring  business,  employment  and  all  the 
rest  to  his  constituents,  he  will  be  bet- 
ter disposed  toward  the  program. 

A  North  American  Rockwell  public 
relations  man  in  Washington  today 
describes  the  function  of  his  com- 
pany's office  as  "technical  liaison — 
furnishing  information  when  needed 
by  committee  staffs." 

The  office  of  Lockheed  Aircraft 
Corp.  is  managed  by  Vern  Johnson,  a 
veteran  of  20  years  in  Washington  who 
is  recognized  as  a  master  of  the  art  of 
letting  congressmen  know  the  benefits 
of  certain  projects.  Says  Johnson,  who 
describes  his  office  as  a  "marketing" 
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We're  producing  the  greatest 
road  show  on  earth! 


All  eyes  are  focused  on  the  industrial  develop- 
ment discovery  of  the  decade.  It's  rave  reviews 
for  our  spectacular  Interstate  Highway  System 
— a  colossal  production — and  Industriana's  in- 
dustries are  the  lucky  stars  because  they  are 
moving  goods  across  a  highway  system  that  will 
soon  be  second  to  none  in  the  entire  world.  But 
that's  not  all.  Industriana's  Burns  Harbor  complex 
is  destined  for  equal  acclaim.  Industriana  is  al- 
ready taking  advantage  of  direct  deep-water  ac- 


cess to  the  world's  multi-million  dollar  markets 
via  the  St.  Lawrence  Seaway.  And  there's  more 
—great  plant  sites,  power,  water,  and  natural  re- 
sources galore.  It's  happening  now  in  Industriana. 
Now  that  you've  got  the  picture,  put  yourself 
in  it!  Start  right  now — get  the  complete  preview 
of  the  future  Industriana  holds  for  you  .  .  . 
Write:  Lieutenant  Governor  Robert  L.  Rock,  Direc- 
tor, Indiana  Department  of  Commerce,  336A  State 
House,  Indianapolis,  Indiana  46204. 


INDUSTRIANA 


Where  free  enterprise  is  still  growing. 
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operation,  "In  connection  with  the 
space  program,  we  have  done  so  little 
lobbying  you  ould  put  it  in  the  cor- 
ner of  your  right  eye  and  not  know 
it  was  there."  Johnson  explains  that 
his  office  and  most  large  contractors 
deal  with  the  services  and  the  execu- 
tive agencies,  getting  a  line  on  what 
their  future  needs  will  be  and  telling 
the  companies  they  work  for  to  be 
prepared  to  meet  those  needs.  Getting 
the  funding  by  Congress  comes  later. 

In  the  years  prior  to  fiscal  1967, 
when  NASA's  budgets  were  sailing 
through  Congress,  there  was  no  real 
need  for  hard  "liaison."  When  it  be- 
came necessary,  the  lobbying  was  rela- 
tively low-key.  Take  the  case  of  the 
Nerva  nuclear  rocket  program.  Having 
lost  last  year  in  a  $93.5-million  re- 
quest for  a  larger,  200,000-lb.-thrust 
Nerva  nuclear  rocket  program — which 
would  have  at  once  supplanted  the 
third  stage  of  the  Saturn  V  and  af- 
forded greater  deep-space  flight  capa- 
bility— NASA  came  back  this  year 
with  a  $60-million  request  for  a 
75,000-lb.-thrust  Nerva. 

Aerojet-General  Corp.  is  the  prime 
contractor  on  Nerva,  Westinghouse 
Electric  Corp.  the  chief  subcontractor. 
Despite  the  voluble  arguments  of 
James  Webb,  Nerva  was  cut  in  the 
House  Space  Committee  to  $11.7  mil- 
lion. Better  work  was  done  in  the  Sen- 
ate, where  the  atmosphere  was  kindlier 
due  to  Space  Committee  Chairman 
Clinton  Anderson's  interest.  Ander- 
son, also  chairman  of  the  Joint  Com- 
mittee on  Atomic  Energy,  is  from 
New  Mexico,  which  has  nuclear  labo- 
ratories and  test  facilities  at  White 
Sands  and  Los  Alamos. 

Brought  in  for  testimonials  on  Ner- 
va were  Senator  Alan  Bible  of  Nevada, 
where  nuclear  test  work  is  done  and 
where  Aerojet  will  do  part  of  its  Ner- 
va work,  and  Senator  Hugh  Scott  of 
Pennsylvania,  home  of  Westinghouse 
and  a  big  General  Electric  facility  at 
Valley  Forge.  More  importantly,  the 
Pennsylvania  State  Steering  Commit- 
tee got  to  work.  The  Steering  Com- 
mittee was  set  up  by  former  Governor 
William  Scranton  in  1963.  Under  its^ 
aegis,  the  27  representatives  and  two 
senators  from  Pennsylvania  work  as 
a  unit  to  push  projects  that  benefit 
Pennsylvania  business.  Heading  the 
committee  in  Washington  is  former 
Representative  James  Van  Zandt. 

Van  Zandt,  working  with  Westing- 
house's  Washington  people,  talked  to 
important  senators  who  were  on  the 
fence  about  Nerva  as  well  as  those 
representatives  who  would  be  impor- 
tant in  the  House-Senate  conference, 
where  the  true  Nerva  authorization 
would  be  ironed  out  between  what  the 
House  voted  and  the  Senate  is  will- 
ing to  give.  All  the  while  the  people 
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from  Aerojet,  which  will  do  the  Nerva 
work  in  Sacramento,  Calif,  and  Las 
Vegas,  Nev.,  were  active.  Aerojet  and 
Westinghouse  and  virtually  every  other 
company  of  size  has  installations  in 
a  number  of  states  and  localities,  to 
'say  nothing  of  the  locations  of  various 
smaller  subcontractors.  A  ripple — the 
Washington  word  is  "logrolling" — ef- 
fect is  thereby  started  and  numerous 
lawmakers  can  have  a  constituent  in- 
terest ift  a  project  like  Nerva.  It 
worked.  The  Senate  voted  $55  mil- 
lion for  Nerva  and  that  whole  amount 
stuck  through  the  conference. 

Is  this  "lobbying?"  In  a  way,  yes. 
But  it  was  done  without  the  organized 
letter-writing,  articles-inspiring,  arm- 
twisting  and  politicking  that  is  asso- 
ciated with  the  more  flamboyant  lob- 
bies in  the  nation's  capital.  Nor  should 
it  be  overlooked  that  Representative 
Ken  Hechler  of  West  Virginia,  chair- 
man of  the  advanced  Research  & 
Technology  Subcommittee,  supported 
Nerva.  Hechler  has  received  nothing 
from  the  space  program  in  his  district. 
"I  even  have  trouble  getting  an  astro- 
naut up  there,"  says  Hechler.  Also  a 
supporter  of  Nerva,  and  one  of  the 
most  important  supporters  of  the  space 
program  from  the  beginning,  is  Sena- 
tor Margaret  Chase  Smith  of  Maine. 
There  is  no  space  program  money  of 
any  consequence  being  spent  in  Maine. 
Of  course,  Representative  Hechler 
and  Senator  Smith  can  pick  up  votes 
on  other  measures  which  more  directly 
concern  their  areas.  But  there  is  more 
to  it  than  this:  Space  exploration  is  no 
mere  pork  barrel,  and  it  would  be  un- 
fair to  the  many  dedicated  people  in 
Congress  to  think  that  they  are  in- 
capable of  acting  in  what  they  believe 
is  the  long-range  national  interest. 

At  any  rate,  the  idea  of  a  powerful 
space  lobby  is  hard  to  square  with  the 
facts.  NASA  has  not  had  an  easy 
time  in  Congress  of  late,  and  there  is 
no  evidence  of  powerful  pressures  on 
Congress  to  support  it.  When  in  1967 
Congress  thought  James  Webb  was 
overstepping  his  authority  in  trans- 
ferring funds  from  one  NASA  project 
to  another — funds  that  had  been  voted 
and  stipulated  by  Congress — it  limited 
him  to  a  5%  leeway  in  this  regard. 
Both  sides  understand  each  other  and 
nothing  is  really  taken  for  granted.  As 
an  illustration  of  this,  a  former  NASA 
official  recalls  Representative  Albert 
Thomas  of  Texas  in  1963  asking 
NASA  leaders:  "This  program  seems 
to  be  going  up  every  year.  Where  do 
you  gentlemen  think  it's  going  to  top 
off?"  The  reply  was  "At  about  $8 
billion."  "I'll  tell  you  where  it's  going 
to  top  off,"  Thomas  roared  back,  the 
man  with  the  power  to  say  it,  "At  5 
billion  dollars.  That's  where  it's  going 
to  top  off."  And  it  did.  ■ 
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Everybody 

Can't 

Bean 

Astronaut 


If  you're  selling  a  made-to-order,  $84-million- 
dollar  space  capsule,  there's  not  much  point 
in  putting  your  advertising  message  in  Life  or 
Look.  You'd  be  wasting  a  lot  of  the  earthbound 
circulation  those  magazines  have. 

And  so  it  goes  when  you're  selling  new  cars, 
too.  Because  there  are  car  buyers  and  then 
there  are  new  car  buyers.  When  selling  new 
cars,  put  your  message  where  you'll  find  the 
highest  concentration  of  prospects  for  your 
shiny  new  earth  vehicles.  Where  else  but  in  the 
pages  of  Forbes. 


According  to  the  1968  Simmons  Study,  Forbes 
has  a  higher  concentration  of  readers  owning 
two  or  more  cars  bought  new  than  any  of  the 
top  15  magazines  in  automotive  advertising— 
almost  28%!  A  higher  concentration  than  Busi- 
ness Week,  Fortune,  The  New  Yorker,  Sports 
Illustrated,  Time,  Newsweek,  U.S.  News  and 
World  Report,  or  Saturday  Review. 

When  selling  new  cars,  advertise  to  the  prime 
market  for  your  product.  The  Forbes  new  car 
market.  Forbes  readers  don't  just  own  Ameri- 
can business.  They  run  it. 

Forbes:  capitalist  tool 
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As  I  See  It 


'When  a  society  looks  inward 
on  itself,  it  begins  to  die." 


Interview  with  Ward  J,  Haas 

In  the  last  analysis,  the  case  for  space  does  not  rest  on  any  near-term 
return  on  investment.  It  rests  rather  on  its  long-range  implications 
for  science,  industry,  theology,  for  the  human  race  itself.  Scientist- 
writer  Arthur  C.  Clarke  says  that  science-fiction  writers  have  been 
more  accurate  in  predicting  the  future  than  the  scientists.  Remember 
ing  this,  we  looked  for  a  man  who  might  combine  the  vision  of  the 
fiction  writer  with  the  knowledge  of  the  scientist.  Our  search  led  us  tc 
Dr.   Ward  J.   Haas,   a  tall,    rangy  scientist-administrator. 

Fellow  scientists  described  the  47-year-old  Haas  as  a  man  with  a 
speculative  mind  combined  with  a  solid  grounding  in  space-oriented 
sciences.  For  four  years  he  was  director  of  the  Space  Sciences  Research 
Center  at  the  University  of  Missouri,  supervising  teams  working  on 
such  problems  as  environmental  physiology,  the  physical  chemistry  of 
materials  and  cloud  physics.  This  spring  he  left  Missouri  to  head 
Warner-Lambert's  Research  Institute. 

"Tell  us,  why  should  we  go  into  space?"  we  asked  him.  "Go  far  out," 
we  urged.  "Go  way  out." 

"You  mean  you  want  fiction,  not  fact?"  Haas  asked.  "Not  exactly 
fiction,"  we  replied,  "but  speculation  on  where  the  facts  are  taking 
us."   Highlights  of  the   interview  appear  below. 


Why  is  support  for  the  space  pro- 
gram dwindling? 

Haas:  It's  because  of  the  idea  that  you 
can  justify  the  program  only  by  show- 
ing that  it  has  "practical  value."  That's 
the  question  the  Administration  and 
Congress  keep  asking — "Does  it  have 
any  practical  value?" — and  it's  not  a 
question  anyone  can  answer  to  a  pol- 
itician's satisfaction.  We  know  that 
knowledge  always  proves  eventually 
to  have  practical  applicability,  but 
we  can't  say  when  or  what  it  will  be. 
I  myself  doubt  there  will  be  any  real 
payoff  for  a  century  or  two. 


How  then  can  you  justify  the  ex- 
penditure of  all  these  billions  at  a  time 
when  our  own  society  has  so  many 
pressing  problems? 

Haas:  Historically,  societies  have 
flourished  when  they  kept  looking  out- 
ward, kept  reaching  toward  new  fron- 
tiers. When  a  society  looks  inward  on 
itself,  it  begins  to  die. 

Why? 

Haas:  One  reason  is  that  man  rarely 
solves  a  major  problem  by  tackling  it 
directly.  In  fact,  I  think  it's  a  grave 


question  whether  it's  possible  to  make 
progress  by  focusing  directly  on  the 
problems  of  a  society.  Historically, 
what  happens  is  that  when  a  society 
moves  to  new  frontiers  it  discovers 
that  many  of  its  old  problems  have 
disappeared  and  that  it  can  solve  the 
others  with  the  back  of  its  hand. 
That's  what  happened  in  this  country: 
By  constantly  moving  west,  we  con- 
stantly kept  solving  problems. 

Now  there's  no  more  West  to  open 
up.  The  physical  frontiers  are  closed. 
Mankind  must  have  a  frontier.  When 
the  species  can  find  an  outlet,  it  moves 
forward.  When  it  can't,  it  carves  itself 


Forever  The  Wanderer:   What  keeps  driving  him  onward      man  has  always  kept  searching  for  what  lies  beyond  the 
we  can  only  speculate  about,  but  anthropology  proves  that      horizon.    Anthropologists   have   found   the   first   traces   of 
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up.  The  logical  new  frontier  is  space. 

Yes,  but  the  slums,  pollution — they 
can't  wait  for  man  to  colonize  Mars. 

Haas:  People  say:  "Space  exploration 
is  a  luxury  we  can't  afford.  We  could 
use  the  billions  to  solve  the  problems 
at  home."  They*re  wrong.  If  the 
United  States  discontinued  the  space 
program  tomorrow,  we  wouldn't  be 
any  closer  to  solving  those  problems 
because,  to  repeat,  we  never  solve 
problems  by  focusing  on  them  direct- 
ly. We  just  don't.  We've  been  talking 
about  pollution  for  years.  We  know 
perfectly  well  that  we're  making  this 
planet  unlivable.  And  the  more  we 
talk,  the  more  we  contaminate  the 
planet.  The  way  we're  going,  some 
day  the  planet  will  be  unlivable.  Then 
we'll  have  to  colonize  Mars  to  survive. 
On  this  problem  of  the  slums:  We 
know  that  our  welfare  programs  have 
failed.  Now  we're  talking  about  a  neg- 
ative income  tax.  Maybe  we're  press- 
ing the  wrong  button  again.  Maybe 
we'd  do  better  by  expanding  the  space 
program  to  the  point  that  it  could 
provide  meaningful,  purposeful  jobs 
for  the  unemployed. 

Hov  about  the  Russians?  Are  they, 
too,  losing  enthusiasm  for  space  re- 
search because  of  their  other  problems? 

Haas:  I  don't  think  so.  The  Russians 
know  we're  going  all  out  to  put  a  man 
on  the  moon  and  they  know  we  can. 
I  believe  what  they're  doing  is  work- 
ing on  the  next  step.  We'll  put  a  man 
on  the  moon — and  they'll  tackle  Mars. 

Don't  we  have  a  Mars  program? 

Haas:  We've  already  loused  up  the 
most  important  part — finding  the  an- 
swer to  whether  there  is  carbon-type 
life  up  there.  All  because  of  this  in- 
sistence   on    immediate,    practical    re- 


Moving  Day:  When  man  colonizes  Mars,  he  probably  will  make  the 
planet  as  much  like  earth  as  possible.  It  can  be  done,  says  Haas. 


suits.  When  we  first  started  thinking 
about  life  on  Mars,  the  obvious  ques- 
tion arose:  Unless  we  send  completely 
sterilized  instruments  there,  how  can 
we  tell  whether  the  life  we  find  on 
Mars  isn't  life  we  introduced?  There 
is  that  great  danger,  of  contaminating 
the  planet. 

We  started  a  sterilization  program, 
but  complete  sterilization  is  extremely 
difficult  to  achieve.  The  program  was 
costly  and  time-consuming,  and  finally 
those  in  authority  said,  "Forget  it.  Stop 
worrying  about  contamination."  They 
said  it  didn't  make  any  difference  what 
we  did  because  the  Russians  would 
louse  up  the  planet.  I  said,  "Why  don't 
we  make  a  deal  with  the  Russians  un- 
der which  we'd  both  agree  not  to  con- 
taminate Mars?"  They  said,  "The  Rus- 
sians won't  make  a  deal."  I  believe 
they  would,  because  those  damned 
atheists  should  be  even  more  anxious 
than  we  to  prove  there  is  life  on  Mars. 

Of  course,  even  if  you  did  achieve 
sterility,  in  order  to  find  out  much 
you'd  have  to  mess  around  up  there 
for  a  long  time.  You  couldn't  help  but 
contaminate  it. 

Haas:  I  had  a  plan  for  that.  My  plan 


was  to  build  several  orbiting  labora- 
tories. On  D-Day  they  would  all 
swoop  in.  Hordes  of  men  would  land. 
We'd  collect  samples  of  everything  we 
could,  then  get  out.  It  would  be  a 
massive  effort,  but  the  point  is,  with 
enough  men  we  could  collect  enough 
samples  in  a  very  short  time  to  give 
us  a  good  idea  of  what  was  there. 

Is  such  a  massive  effort  within  our 
capabilities? 

Haas:  If  this  nation  were  to  make  a 
cultural  commitment  to  space  explora- 
tion roughly  equivalent  to  the  commit- 
ment the  Low  Countries  have  made  to 
holding  back  the  sea,  you'd  be  sur- 
prised how  quickly  we  could  make 
such  a  thing  possible.  In  fact,  you'd  be 
surprised  how  quickly  we  could  get 
out  of  the  solar  system. 

What  will  we  find  on  Mars?  Is  there 
life  there?  If  there  isn't,  the  science-fic- 
tion writers  are  going  to  look  foolish. 

Haas:  If  you're  talking  about  little 
green  men  who  are  up  there  planning 
to  invade  the  earth,  no.  I  wish  there 
were.  It  would  solve  the  greatest  prob- 
lem   facing    the    world    today.      The 


man   in   Africa.   He  developed  there  somewhere   between      Europe  and  Asia.  About  10,000  years  ago,  he  reached  the 
1   million   and  3  million  years  ago.  Slowly  he  moved  to      Americas.  Now  he's  using  earth  as  a  springboard  into  space. 
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To  Arms!  //  there  really  were  little  green  men  on  Mars,  says  Haas,  we 
earthlings  would  stop  fighting  among  ourselves  to  unite  against  them. 


Americans  would  stop  quarreling  with 
the  Russians  and  the  Russians  would 
stop  quarreling  with  the  Chinese  and 
the  Chinese  would  stop  quarreling 
with  the  Americans.  We'd  all  unite 
against  this  menace. 

No,  I'm  afraid  we're  not  going  to 
find  any  little  green  men  up  there,  but 
I  do  believe  there's  some  type  of  car- 
bon-based life  on  Mars. 

There's  also  the  possibility  of  life 
in  space  that  has  the  ability  to  think 
and  that  isn't  carbon-type.  It  may  very 
well  be  in  some  form  we  can't  recog- 
nize. We  recognize  life  only  as  carbon- 
type  life,  but  if  you  look  at  life  as  a 
subsystem  area  that  is  creating  order 
out  of  chaos,  there  may  well  be  other 
kinds.  We  could  run  into  them  and 
never  recognize  them,  and  they  might 
not  recognize  us  as  living  things.  We 
may  wipe  them  out  or  they  may  wipe 
us  out  without  knowing  what  is  hap- 
pening. 

We  may  find  things  without  right 
sides.  You  can't  conceive  of  things 
without  right  >ides?  You  can't  con- 
ceive of  parallel  lines  meeting,  either. 

We  could  get  to  Mars  and  see  what 
looks  to  us  like  two  rocks,  and  they 
could  be  living  and  we  wouldn't  know 
it.  They  might  even  be  communicating 
with  each  other,  discussing  us,  and  we 
wouldn't  know  it. 

You  mean  through  sonic  means  like 
extrasensory  perception? 

Haas:  Yes.  Or  maybe  like  dolphins. 
We  know  dolphins  can  communicate. 
We  don't  know  how  the\  do  it,  but 
we  know  they  do. 


The  idea  seems  farfetched. 

Haas:  It  seems  farfetched  to  you  be- 
cause you're  a  product  of  the  Judeo- 
Christian  ethic  with  a  particular 
concept  of  what  life  is.  Pantheistic 
pre-Christian  religions  didn't  consider 
it  farfetched.  Animists  believe  that 
rocks  even  have  souls. 

Of  course,  if  what  you  say  is  true, 
it  doesn't  have  to  be  rocks.  We  could 
come  across  what  looks  like  a  pool  of 
water  and  it  could  be  living. 

Haas:  Yes,  if  you  define  life  as  some- 
thing that  controls  its  internal  envir- 
onment and  if  this  pool  of  water  can 
control  its  internal  environment,  you 
could  say  it's  a  living  thing.  It  could 
be  a  thinking  thing. 

Could  you  give  me  a  "for  instance"? 

Haas:  Suppose  this  pool  of  water 
knows  that  the  rays  of  its  sun  could 
dry  it  up.  And  suppose  it  has  worked 
out  a  way  of  contracting  into  a  small 
ball  during  the  daytime,  maybe 
through  the  use  of  microbes,  to  offer 
too  small  a  surface  for  the  sun  to  dry 
it  up,  you  could  say  it  was  a  living, 
thinking  thing. 

Dr.  Harlow  Shapley  says  the  mathe- 
matical odds  are  that  life  resembling 
human  life  exists  on  several  other 
planets.  I  found  the  mathematics  pret- 
ty convincing. 

Haas:  Have  you  read  what  the  an- 
thropologists     say      about      Shapley? 


Sure,  his  mathematics  are  convincing, 
but  they're  based  on  faulty  assump- 
tions. He's  an  astronomer  and  he 
doesn't  know  a  damned  thing  about 
evolution.  The  fact  that  another  planet 
has  the  same  characteristics  as  ours — 
is  the  same  distance  from  the  sun,  for 
example — doesn't  mean  that  human 
beings  must  have  evolved  there.  When 
you  calculate  all  the  factors  that  have 
to  combine  to  create  a  creature  like  us 
with  human  intelligence,  the  odds 
against  it  become  so  great  that,  while 
it 'may  remain  a  possibility,  it's  only 
barely  so. 

I  don't  think  we're  going  to  find  any 
cousins  in  space. 

Will  earthman  be  able  to  live  in 
space  and  colonize  other  planets? 

Haas:  If  this  nation  were  to  spend  as 
much  on  space  as  we're  spending  now 
on  defense,  your  grandchildren  and 
mine  would  be  able  to  live  on  Mars. 
And  I  don't  mean  live  under  glass 
bubbles,  either.  I  asked  the  engineer- 
ing boys  at  the  University  of  Missouri 
to  make  some  calculations  on  whether 
it  would  be  possible  to  draw  enough 
oxygen  from  the  rocks  on  Mars  to 
create  an  atmosphere  all  over  the 
planet  in  which  human  beings  could 
live.  They  came  back  and  said,  "Sure." 
They  said  they  could  create  an  atmos- 
phere 20  miles  thick.  They  said  it 
would  be  horrendously  expensive,  but 
that  it  could  be  done. 

The  problem  of  having  air  to  breathe 
isn't  the  only  problem  you  would  have 
to  solve.  .  .  . 

Haas:  Obviously  not.  And,  even  after 
we  solve  those  problems,  we'll  still 
have  the  problem  of  man  himself.  No 
matter  how  successful  you  are  in  mod- 
ifying extraterrestrial  bodies,  man  will 
still  have  to  adjust  to  conditions  differ- 
ent from  those  on  earth.  This  is  a  prob- 
lem that  is  going  to  require  intensive 
research.  Just  take  one  example:  bio- 
logical rhythms  and  clocks.  As  you 
know,  even  when  people  jet  from  one 
time  zone  to  another,  from  New  York 
to  Paris,  they  experience  uncomfort- 
able, though  not  incapacitating,  reac- 
tions. This  is  a  well-documented  fact. 
We  have  to  know  more  about  the  ef- 
fect of  putting  man,  whose  rhythms 
are  normally  synchronous  with  diurnal 
earth  cycles,  into  an  extraterrestrial  en- 
vironment, particularly  for  more  than 
one  generation. 

There's  a  problem  of  food.  Until  it's 
possible  to  modify  extraterrestrial  en- 
vironments to  operate  as  balanced  eco- 
logies similar  to  those  on  earth,  costly 
resupply  missions  will  be  required.  It's 
(Continued  on  page  111) 
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^.What 
nights  into 

space 
leave  behind 


\\  hen  we  send  men  to  explore 
moons  and  planets,  the  knowl- 
edge to  accomplish  it  stays 
home.  This  knowledge — facts, 
theories,  skills  and  plain  know- 
how — is  added  to  our  country's 
vast  technological  base.  And 
our  technology  helps  determine 
our  position  in  the  world. 

For  our  country  is  not  the  largest.  We  do  not  have  the 
most  workers.  Nor  do  wre  work  the  longest  hours.  Others, 
too,  are  rich  in  natural  resources.  Yet  we  lead  the  world 
today. .  .partly  because  we  lead  in  technology. 

Our  Manned  Space  Program  involves  nearly  every  tech- 
nological area  existent.  A  giant,  integrated  effort,  it 
creates  advances  and  forces  major  breakthroughs  in 
many  fields.  The  immediate  results:  New  systems.  New 


materials.  New  techniques. 
New  basic  knowledge. 

Applying  these  gains  at  home, 
it  means  better  solutions  to 
everyday  problems. ..greater 
national  security. ..higher 
production  ..  .a  better  way  of 
life.  And  the  earthly  benefits 
of  United  States  spaceexplora- 
tions  will  continue  to  accrue  in  coming  generations,  just 
as  we  benefit  today  from  past  innovations. 

At  Lockheed,  we  are  proud  to  be  participants  in  the 
planned  progression  of  man  into  space.  We  have,  to  date, 
sent  more  integrated  experiments  aloft  than  any  other 
company.  Tomorrow,  building  upon  the  technological 
foundations  of  today,  Lockheed  looks  forward  to  an 
ever-increasing  role  in  America's  space  achievements. 


LOCKHEED 

Lockheed  Missiles  and  Space  Company 

Sunnyvale,  California 

A  Group  Division  of  Lockheed  Aircraft  Corporation 


Nuclear  subs  cruise 
thousands  of  miles 
without  surfacing, 
thanks  to  Sperry  inertial 
navigation  systems. 


\ 


Our  Sperry 
flight  control 
systems  keep 
your  airliner  on 
course  and  at 
the  proper  altitude. 


We're  synergistic. 

That  means  we  do  a  lot  of  different  things  at 
Sperry  Rand.  And  we  do  each  one  better  because 
we  do  all  the  rest. 

It  means  the  technical  knowledge  we  get  from 
solving  one  problem  goes  into  the  big  pool  of 
knowledge  that  helps  us  solve  all  the  others. 

It  means  we  apply  the  same  high  standards 
whether  we're  making  a  Remington  electric 


shaver  for  your  face  or  Sperry  flight  controls  for 
your  jet  airliner. 

It  means  we're  uniquely  able  to  create  complex, 
complete  systems  out  of  products  as  diverse  as 
Sperry  gyroscopes  and  Vickers  hydraulic  controls 
and  Univac  computers. 

Synergistic.  It's  like  2  and  2  adding  up  to  5. 

It  all  adds  up  to  more  than  it  adds  up  to.  At 
synergistic  Sperry  Rand. 


JL  We're  Synergistic 

~irSPER^Y  RAI\D 


Is  New  Holland,  Remington.  Sperry,  Sperry  Rand,  Univac  and  Vickers  are  trademarks  of  Sperry  Rand. 


•  Are  you  running  a  publicly  held  company? 

•  Are  you  about  to  make  an  offer  to  take  over? 

•  Or,  are  you  in  a  position  to  repel  boarders? 

•  Are  your  shares  in  the  hands  of  stockholders  who  have  a 
real  knowledge  of  your  company?  Awareness  of  its  pros  - 
pects?    Faith  in  your  management? 

•  Investor  confidence,  whether  on  the  part  of  individuals 
acting  for  institutional  investors,  or  individuals  acting  for 
their  own  investment,  isn't  acquired  overnight. 

•  What  and  how  you're  doing  is  a  most  important  matter. 
But  it's  perhaps  more  important  that  those  who  matter  in 
matters  of  money  know  what  and  how  you  are  doing. 

•  The  men  who  read  Forbes 

—make  money 
—have  money 
—know  money 
—manage  money 

•  Maybe  they  ought  to  know  more  about  you  and  the  com- 
pany you  keep,  before  the  chips  are  down. 

Forbes  readers  don't  just  own  American  business. 
They  run  it. 


V 


Forbes:  capitalist  tool 


(Continued  from  page  106) 
going  to  require  between  one  and  one- 
and-a-half  pounds  a  day  of  relatively 
high-quality  foodstuffs  to  maintain  a 
man,  based  on  present  understanding 
of  human  nutrition.  When  multiplied 
for  the  kinds  of  interstellar  missions 
needed  to  search  for  potentially  habit- 
able extraterrestrial  bodies  other  than 
Mars,  either  the  spacecr-ft  itself  had 
better  be  made  of  somcming  edible,  or 
more  research  on  feeding  possibilities 
is  needed. 

It  is  ironic  to  be  entering  the  space 
age  with  more  knowledge  of  how  to 
economically  feed  domestic  animals 
than  human  beings. 

You  indicated  that  colonizing  Mars 
would  be  "horrendously  expensive." 
Do  you  believe  it's  worth  the  expense? 

Haas:  It  will  be  expensive  not  only  in 
money  but  in  lives.  We're  going  to  get 
a  lot  of  people  killed,  but  you  must 
remember  this:  A  lot  of  people  got 
killed  opening  up  the  West. 

We've  got  to  colonize  Mars.  Other- 
wise we'll   become  extinct. 

What? 

Haas:  Any  time  any  group  starts  being 
overly  protective,  no  longer  reaching 
into  new  environments,  it  stands  the 
chance  of  becoming  extinct.  It  can 
remain  alive  onlv  so  long  as  its  present 
environment  doesn't  change. 

Our  present  environment  is  chang- 
ing, slowly  but  constantly.  The  solar 
svstem  is  running  down,  which  means 
the  earth  is  running  down.  Mars  is 
more  run  down  than  the  earth.  It's 
a  semimodel  for  a  cooled-off  earth. 
It  man  can  learn  to  live  on  Mars,  he 
will  learn  how  to  live  on  a  cooled-off 
earth,  to  adapt  himself  to  a  new  ex- 
ternal environment,  to  occupy  a  new 
ecological  niche. 

Does  man  have  the  capacity  to  oc- 
cupy  a   new  ecological  niche? 

Haas:  Man  has  been  expanding  his 
ecological  range  throughout  history. 
Man  (or  something  closely  resembling 
him)  was  present  1  million  to  3  mil- 
lion years  ago  only  in  adequately  wa- 
tered, temperate-tropical  environments 
with  a  mean  low  temperature  of  20 
degrees  Centigrade  and  with  ap- 
proximately sea-level  atmospheric  pres- 
sure. A  hundred  thousand  years  ago  he 
was  living  in  relatively  cold  climates, 
with  a  mean  temperature  of  zero 
degrees  Centigrade.  By  about  10,000 
years  ago  he  was  occupying  ecological 
niches  above  10,000  feet  of  altitude." 
that  is,  at  atmospheric  pressures  of  ap- 
preciably less  than  sea  level.  And  now. 


YOU   Don't  Think   Rocks  Can  Talk?  How  do  you   know?  Just  be- 
cause you   can't   hear   them?    You   can't   hear  a   dog-whistle,    either. 


of  course,  man  is  exploring — though 
not  yet  occupying — ecological  niches 
with  considerably  larger  differences  in 
important  environmental  factors. 

In  these  terms,  the  space  effort  is 
very  simply  a  continuation  of  the  ex- 
pansion of  the  ecological  range,  which 
has  been  occurring  at  an  accelerating 
rate  throughout  the  evolutionary  his- 
tory of  man.  Successful  extraterrestrial 
colonization,  then,  might  be  counted  as 
an  evolutionary  "success,"  and  unsuc- 
cessful colonization — abandonment  of 
the  space  effort — as  an  evolutionary 
"failure." 

lis  true,  of  course,  that  man  moved 
from  Africa  to  Europe  and  Asia  and 
finally  to  North  and  South  America, 
but  probably  because  he  was  forced 
to — by  the  pressures  of  population,  in 
search  of  food.  We  don't  have  such 
external  pressures  to  move  into  space. 

Haas:    I   don't   believe  external   pres- 


A  Living  Thing?  Could  be.  It  de- 
pends   on    how    one    defines    life. 


sures  are  the  only  reason  man  ex- 
panded his  ecological  range.  I  believe 
the  urge  to  explore  and  then  adapt  to 
a  new  environment  is  a  fundamental 
drive  in  man,  which  has  a  real  adap- 
tive and  survival  value  in  evolution. 
Put  it  this  way:  Curiosity  may  kill  the 
cat,  but  not  the  species.  On  the  con- 
trary, a  species  that  is  driven  to  ex- 
plore and  to  adapt  to  an  ice-age  en- 
vironment before  it  becomes  absolutely 
necessary  to  do  so  obviously  improves 
its  collective  chance  of  surviving  this 
kind  of  catastrophic  change  in  en- 
vironmental and  ecological  circum- 
stances. For  man,  this  survival  value 
may  well  be  on  a  par  with  two  other 
traits  to  which  his  success  is  common- 
ly ascribed — consciousness  of  self  and 
intelligence,  the  ability  to  reason  in  the 
abstract.  If  so,  curiosity,  the  urge  to 
explore,  may  well  have  been  deeply  in- 
grained in  the  human  species  by  nat- 
ural selection.  It  may  even  be  as  basic 
as  the  drive  to  eat  and  to  reproduce. 

By  natural  selection?  How? 

Haas:  Those  who  have  the  urge  to  ex- 
plore and  then  adapt  to  a  new  environ- 
ment are  likely  to  survive  if  the  old 
environment  changes.  Those  who 
haven't  are  likely  to  die. 

This  urge  I'm  talking  about  is  ne- 
cessary for  the  survival  not  only  of 
particular  societies,  but  also  for  the 
survival  of  the  human  race.  There's 
nothing  more  important  for  man  than 
finding  out  about  himself  and  his  place 
in  the  universe.  It's  just  the  most  im- 
portant thing  he  can  do. 

Adventure  for  adventure's  sake. 
Exploration  for  exploration's  sake. 
With  no  real  idea  of  what  we'll  find? 

Haas:  I  don't  know  what  we'll  find 
there.  No  one  knows.  That's  precisely 
why  I  believe  in  space  exploration.  ■ 
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From  Icarus  to  Arthur  Clarke 

Space  haunted  man's  oldest  dreams,  and  early  civilizations  created  stories 
about  it.  Now  called  science  fiction,  it's  often  more  science  than  fiction. 


Man  has  gazed  at  the  stars  ever  since 
he  could  stand  erect;  and  man  was 
dreaming  about  traveling  among  the 
stars  long  before  he  dared  to  dream 
of  crossing  the  oceans.  Earth-bound 
though  he  was,  his  mind  could  soar, 
and  it  soared  into  the  heavens.  There 
he  saw  the  gods,  Jupiter  and  Juno 
and  Mars,  and,  in  another  age,  an- 
other religion,  Jehovah. 

Man  is  a  dreamer,  and,  even  in  this 
age  of  cost  accounting  when  there  are 
those  who  insist  on  putting  a  price 
tag  on  every  dream,  asking,  "Yes,  but 
does  it  have  any  practical  value?,"  man 
insists  on  letting  his  mind  soar.  He 


devours  science  fiction.  One  publisher 
alone,  Ballantine  Books,  came  out 
with  four  new  titles  last  month;  and 
Barbarella,  a  comic  book  imported 
from  France  about  a  busty,  lusty  space 
explorer,  is  doing  so  well  it  will  soon 
be  released  as  a  movie.  It  stands  a 
good  chance  of  being  a  smash  at  the 
box  office,  too,  for  both  Planet  of  the 
Apes  and  2001 — A  Space  Odyssey  are 
packing  them  in. 

Though  the  possibility  of  realizing 
the  dreams  is  new,  science  fiction  is 
not  an  invention  of  the  20th  century. 
Man  was  weaving  his  dreams  into 
stories   as   far   back   as   even   legend 


recalls.  The  ancient  Greeks  in  their 
mythology  told  each  other  the  story 
■  of  Icarus.  Daedalus,  father  of  Icarus, 
fashioned  a  pair  of  wings  for  his  son 
from  birds'  feathers  held  together  by 
wax.  Daedalus  warned  him  not  to  fly 
too  high  and  especially  not  to  fly  too 
near  the  sun,  but  curiosity  overcame 
him.  The  sun  melted  the  wax  and 
Icarus  plunged  to  his  death. 

Today  science-fiction  writers  tell  of 
visits  from  other  planets  by  demons 
with  the  power  to  destroy  the  minds 
and  souls  of  men.  It's  an  idea  that 
is  found  as  far  back  as  Plutarch. 
He   believed   that   demons   inhabiting 


Hollywood  In  Orbit.  The  moviemakers  have  come  a  long  way  since  George 
Melies  produced  A  Trip  to  the  Moon  merely  to  compose  "amusing  fairy 
pictures  and  to  show  some  monsters."  Nowadays,  they  take  extraordinary 
pains  to  achieve  scientific  reality  in  such  pictures  as  2001 — A  Space  Odyssey 
(top),  and  Planet  of  the  Apes  (right),  though  not  in  Barbarella  (above). 
One  reason  2001  took  four  years  and  $10  million  to  film  was  the  attention 
to  scientific  details.  Says  Gene  Roddenberry,  executive  producer  of  "Star 
Trek,"  a  television  series;  "When  we  go  to  a  strange  planet,  we  have  a 
meeting  of  several  hours  on  things  that  never  appear  on  the  show  like  the 
back  history  of  the  planet,  the  temperature,  terrain  and  all.  We  want  the 
audience  to  feel  that  it's  a  real  place.  It's  got  to  smell  right."  The  Smithson- 
ian is  so  impressed  with  "Star  Trek,"  it  keeps  the  pilot  film  in  its  archives. 
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the  moon  occasionally  journeyed  to 
earth  to  wreak  havoc.  He  suggested 
that  Socrates  was  such  a  demon. 
,  The  sophist  Lucian  of  Samosata, 
who  lived  in  2nd  Century  Greece, 
wrote  the  first  two  stories  of  space 
travel.  In  the  first,  the  hero  was  sail- 
ing beyond  the  Pillars  of  Hercules 
when  he  was  swept  up  by  a  whirl- 
wind. His  boat  was  carried  to  the 
moon  atop  a  whirling  waterspout.  In 
the  second,  the  hero  learned  to  fly  wuh 
one  wing  from  an  eagle  and  one  from 
a  vulture.  Taking  off  from  Mount 
Olympus,  he  reached  the  moon.  From 
there  he  flew  to  heaven,  a  three-day 
trip,  only  to  find  that  he  was  unwel- 
come. The  gods  resented  his  presence 
and  Mercury  returned  him  to  earth. 
The  ancients,  of  course,  had  only  a 
limited  knowledge  of  science,  so  the 
science  fiction  of  ancient  times  had 
onl>  a  fleeting  relation  to  reality.  With 
the  invention  of  the  telescope  at  the 
debut  of  the  17th  Century,  however, 
this  began  to  change.  Man  continued 
to  dream,  but  increasingly  his  dreams 
became  founded  on  fact.  They  became 
prophecies,  many  of  which  have  since 
come  true. 

Before  Newton 

Many  of  the  great  science  fiction 
writers  of  modern  times  have  been 
well  grounded  in  science,  some  have 
actually  been  scientists.  In  fact,  the 
first  great  science  fiction  writer  of 
modern  times  was  Johannes  Kepler, 
the  astronomer.  He  wrote  Somnium, 
a  story  of  a  voyage  to  the  moon  that 
anticipated  many  of  the  problems  con- 


fronted by  space  scientists  who  came 
after  him. 

Even  in  1634,  269  years  before  the 
Wright  brothers  and  323  years  before 
Sputnik,  Kepler  realized  that  flying 
within  the  earth's  atmosphere  and 
traveling  in  outer  space  would  not  be 
alike,  and  he  anticipated  many  of 
the  special  problems  the  space  voy- 
ager would  face — the  cold  and  the 
lack  of  air.  Writing  31  years  before 
Sir  Isaac  Newton  developed  his  the- 
ory of  gravity,  Kepler  recognized  that 
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both  the  earth  and  the  moon  exerted 
what  he  called  "a  magnetic  influence." 
In  Somnium,  Kepler's  hero  reaches 
a  point  in  space  where  the  magnetic 
influence  of  the  moon  exceeds  that  of 
the  earth  and  pulls  him  to  a  landing. 
As  a  scientist  who  also  wrote  science 
fiction,  Johannes  Kepler  was  the  fore- 
runner of  men  like  Dr.  Arthur  C. 
Clarke,  today's  flourishing  popularizer 
of  space.  Cyrano  de  Bergerac  was 
an  amateur  scientist.  The  swashbuck- 
ling poet,  playwright,  philosopher  and 
swordsman,  like  Kepler,  anticipated 
Newton  in  the  possibilities  of  gravi- 
tation. Besides  predicting  the  devel- 
opment of  the  parachute  and  the 
tape  recorder  and  speculating  on  how 
life  could  be  sustained  in  solar  tem- 
peratures, he  also  hit  on  the  principle 
of  reaction  rockets  when  he  conceived 
of  a  novel  way  of  getting  into  space 
— a  box  powered  by  a  cluster  of 
rockets. 

It's  Not  All  Luck 

Jules  Verne  was  another  science- 
fiction  writer  who  anticipated  the 
scientists.  In  his  novel  From  the  Earth 
to  the  Moon  he  recognized  the  funda- 
mental problem  of  shooting  for  the 
moon — putting  the  craft  into  the  right 
trajectory  at  the  right  time.  He  also 
understood  that  rockets  could  function 
in  the  airless  void  of  space  and  used 
them  to  steer  his  spacecraft  (which 
had  been  shot  from  a  cannon)  in  a 
technique  that  prefigured  some  of  the 
design  features  of  the  U.S.  lunar 
module  by  more  than  a  century. 

Purely  by  chance,  Verne  put  his 
launch  site  at  Tampa,  Fla.,  only  about 
125  miles  from  Cape  Kennedy;  and 
his  space  voyagers  came  back  to  earth 
landing  on  water  rather  than  land. 
However,  chance  played  no  part  in 
many  of  his  predictions.  Not  only 
was  he  well  versed  in  technology,  but 
he  used  his  brother-in-law,  an  astron- 
omer, as  a  consultant. 

Edward  Everett  Hale  is  best  known 
for  his  story,  The  Man  Without  a 
Country,  but  he  was  a  science-fiction 
writer  too.  In  The  Brick  Moon,  pub- 
lished in  1869,  Hale  anticipated  Sput- 
nik. Hale  pointed  out  that  a  small 
but  clearly  visible  object  revolving 
around  the  earth  could  be  a  great 
help  to  navigators.  He  chose  to  make 
his  satellite  of  brick  because  it  was 
the  most  heat-resistant  material  of  his 
day. 

In  a  sequel  Hale  speculated  on 
many  of  the  problems  of  manned 
space  flight — communications,  air  sup- 
ply, food  and  water — that  scientists 
are  still  grappling  with  today. 

Inevitably  the  movie-makers  got  in- 
to the  act.  George  Melies,  the  pioneer 
French  film  producer,  made  A  Trip 
to  the  Moon  in  1902.  Jules  Verne  was 


Such    Interesting    People. 

Filmman  Melies  thought  we'd 
meet  creatures  like  those 
above  when  we  reached  the 
moon.  Buck  Rogers  and  his 
girl  friend  Wilma  (below) 
didn't,  but  they  found  other 
creatures  just  as  terrifying. 
In  fact,  they  found  that  peo- 
ple in  space  are  just  as  war- 
like as  earthlings;  and,  since 
Buck  and  Wilma  lived  in  the 
25th  century,  they  also  found 
the  spacemen  armed  with 
some     devastating     weapons. 


his  inspiration.  Melies  said:  "I  imag- 
ined using  the  [gun-and-shell]  process 
of  Jules  Verne  to  attain  the  moon  in 
order  to  compose  a  number  of  original 
and  amusing  fairy  pictures  and  to 
show  some  monsters."  His  moon  peo- 
ple were  acrobats  on  loan  from  the 
Folies-Bergeres. 

A  German  movie-maker  helped  un- 
derwrite some  of  that  country's  early 
experiments  with  liquid-fuel  rockets. 
He  was  Fritz  Lang,  who  in  the  late 
1920s  heard  about  the  work  Hermann 
Oberth  was  doing  in  rocket  research. 
Lang  asked  Oberth  to  design  a  rocket 
ship  for  a  film  epic  involving  a  flight 
to  the  moon.  The  studio  helped  to 
finance  Oberth's  experiments,  but  as 
usual,  the  producer  was  fishing  with 
a  deep  promotional  hook.  The  idea 
was  that  the  scientist  would  launch  a 
rocket  of  the  type  used  in  the  film 
on  the  morning  of  its  grand  premiere. 
Unfortunately  the  rocket  never  got  off 
the  ground.  Neither  did  the  picture,  a 
silent  that  proved  unequal  to  the  task 
of  making  a  dent  in  the  appetite  of  a 
public  suddenly  hungry  for  "talkies." 

Amazing  Stories 

In  general  it  was  the  comic  strips 
that  gave  the  U.S.  public  its  first  sus- 
tained exposure  to  space.  Buck  Rogers, 
for  instance,  penetrated  the  funnies  in 
1929.  Stories  of  his  adventures  first 
appeared  in  the  monthly  Amazing 
Stories,  the  first  magazine  in  the  U.S. 
dedicated  entirely  to  science  fiction. 
The  magazine's  publisher,  Hugo 
Gernsback,  a  scientist-inventor  him- 
self, was  such  a  stickler  for  technical 
accuracy  that  he  employed  Dr.  T. 
O'Connor  Sloane,  inventor,  professor, 
science-fiction  writer  and  Thomas  A. 
Edison's  son-in-law,  to  check  the  ac- 
curacy of  his  manuscripts. 

Some  of  this  passion  for  detail 
rubbed  off  on  Buck  Rogers.  The 
strip's  seeming  verisimilitude  made  it 
one  of  the  most  popular  in  the  U.S. 
Cartoonist  Dick  Calkins,  who  died  in 
1962,  correctly  called  the  turn  on  such 
developments  as  the  use  of  television 
for  communication,  utilizing  tremen- 
dous force  to  blast  off  into  space,  and 
the  still-in-development  use  of  atomic 
type  hand  weapons.  Last  year  the 
Buck  Rogers  strip  was  dropped  from 
the   last   newspaper  which  carried   it. 

The  science  fiction  writers  still  are 
dreaming.  A  century  from  now,  they 
foresee  artificial  life,  control  over 
gravity  and  climate,  near-light  speeds 
and  the  proximity  of  interstellar  trav- 
el. Further  into  the  future  they  see 
war  and  pollution  making  earth  unin- 
habitable and  earth-people  moving  to 
other  planets  and  eventually  other 
solar  systems  as  the  sun  cools.  Only 
the  ignorant  will  laugh  at  them  for 
their  dreams  have  so  often  come  true.  ■ 
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Aerospace  Companies.-  The  Future  Is  Still  Bright 

For  the  aerospace  industry,  space  has  been  not  a  rocket  but  a  roller  coaster. 
But  then  the  industry  has  always  had  to  live  with  dizzying  ups  and  downs. 


"The  flture  for  the  spa^e  business," 
says  General  Dynamics  Corp.  chair- 
man and  president.  Roger  Lewis,  with 
feeling,  "is  uncertain."  But.  then,  that 
has  always  been  true  in  the  aerospace 
business.  North  American  Rockwell 
Corp.  (see  p.  67)  is  an  example  of 
how  things  go — both  up  and  down — 
uith  aerospace  companies.  From  1952 
to  1957  North  American  Aviation's 
sales  zoomed  from  S3 15  million  to 
SI. 2  billion — a  quadrupling  in  five 
years.  In  1961  NAA  was  chosen  as  the 
principal  contractor  for  the  Apollo, 
and  b>  1966  sales  were  well  over  $2 
billion. 

Now  the  space  program  is  in  trouble, 
and  the  aerospace  companies  most 
closely  tied  to  space  have  been  hurt — 
and  hurt  fairly  badly.  NAR  itself 
showed  an  I  1 .4%  decline  in  adjusted 
sales  for  the  fiscal  year  ended  last 
Sept.  30  over  the  previous  year  (ad- 
justed because  of  the  Rockwell  merg- 
er) to  about  S2.4  billion  as  a  result  of 
scheduled  declines  in  the  Apollo  and 
Saturn  S-II.  Net  was  down  by  26.4%. 

Sales  and  earnings  are  expected 
to  be  up  in  this  fiscal  year,  but  this  will 


be  due  in  considerable  measure  to  an 
increase  in  commercial  sales  and  in 
NAR's  electronics  business.  Apollo 
billings  themselves  are  slated  for  a 
further  decrease. 

Similarly,  Grumman  Aircraft  En- 
gineering Cod.'s  1967  sales  were 
down  nearly  9%  from  the  year  before, 
to  $969  million:  They  are  expected  to 
be  up  to  the  $1 -billion  mark  this  year, 
but  it  will  be  due  to  billings  for  civil- 
ian and  military  aircraft,  since  NASA 
billings  are  expected  to  continue  their 
decline.  Observed  a  member  of  Grum- 
man's  top  brass:  "From  the  viewpoint 
of  the  general  public,  the  most  dra- 
matic part  of  the  Lem  (lunar  module)- 
Apollo  program  lies  just  ahead.  Yet 
Grumman's  gross  revenue  from  the 
program  is  declining.  The  peak  was 
reached  in  1966.  The  Lem  was  still 
our  largest  program  in  1967,  but  that 
will  not  be  the  case  this  year." 

Unless  Congress  makes  up  its  mind 
about  space,  the  future  is  going  to 
bring  more  of  the  same  for  Grumman 
and  for  other  space  companies.  To 
look  at  the  backlog  of  orders  that  the 
space  companies  have,  it  would  seem 


that  it  would  be  impossible  for  them 
to  feel  any  fiscal  Shockwaves  in  the 
near  future:  North  American  Rock- 
well at  close  to  $4  billion;  Lockheed 
Aircraft  Corp.  at  $3.8  billion;  Boeing, 
$6  billion;  McDonnell  Douglas  Corp., 
$4  billion;  General  Dynamics  Corp., 
$2.4  billion  and  Grumman  nearly  $1 
billion.  But  a  look  at  the  annual  sales 
figures  of  these  companies  indicates 
that  at  the  very  maximum  (for  Boe- 
ing) the  backlog  is  good  for  only  two 
years,  down  to  Grumman,  which  has 
enough  only  for  a  year. 

Not  surprisingly,  most  of  the  aero- 
space companies  are  picking  up  acqui- 
sitions or  in  other  ways  seeking  solid 
footholds  in  other  fields.  They  are  all 
adept  at  driving  for  orders  in  the  de- 
fense field  as  soon  as  space  begins  to 
weaken,  and  most  push  hard  in  the 
commercial  field  if  it  appears  that 
defense  is  softening. 

It  would  be  foolish,  however,  for 
either  the  aerospace  companies  them- 
selves or  for  investors  to  write  off 
space  as  a  source  of  major  business. 
It  is  almost  certain,  according  to  Sir 
Bernard   Lovell,   director  of   Britain's 


Standard  &  Poor's 
Aerospace  Index 
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They're  Up,  They're  Down.  Aerospace  is  a  highly  lev- 
eraged business,  and  the  stock  market  reflects  this:  Aero- 
space stocks  have  shown  more  volatile  market  action 


than  stocks  as  a  whole.  The  leverage  is  a  product  of 
the  low  profit  margins,  the  increasing  use  of  debt  and 
the  on-again,  off-again  nature  of  government  programs. 
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Jodrell  Bank  Observatory,  that  the 
Russians  will  soon  have  a  man  in 
continuous  space  orbit.  "Can  you 
imagine,"  asks  Sir  Bernard,  rhetori- 
cally, "the  American  people  turning 
their  backs  on  a  space  program,  know- 
ing that  the  Russians  have  a  man — a 
human  brain,  a  pair  of  human  eyes — 
looking  down  on  them  all  the  time?" 
Finally — as  the  editors  point  out 
throughout   this    issue — space    is    one 


of  the  great  human  adventures.  It  is 
inconceivable  over  the  long  run  that 
America  would  not  insist  on  a  major 
role  in  it. 

When  it  comes  down  to  this  year's 
and  next  year's  figures  on  total  sales 
and  net  profits,  of  course,  the  aero- 
space companies  can't  base  all  their 
planning  and  their  actions  on  what 
the  Government  may  or  may  not  do 
in  the  space  program.  But  in  spite  of 


the  inevitably  slow  payoff  and  the 
present  low  state  of  space  in  public — 
and  in  Congressional — opinion,  no 
aerospace  company  or  high-technol- 
ogy company  can  afford  to  ignore 
space.  It  is  a  fairly  safe  bet,  Forbes 
feels,  that  those  companies  which  keep 
their  hand  in  on  the  space  program 
will  reap  substantial  rewards,  when — 
as  it  almost  certainly  must — the  pen- 
dulum'swings  back.  ■ 


AEROJET-GENERAL  THE  YEARS  WHEN  EVERYTHING  WENT  WRONG 


It  wasn't  so  long  ago  that  Aerojet- 
General,  maker  of  jet  components, 
rocket  engines  and  other  items  of  hard- 
ware for  space  and  defense,  was  de- 
scribed in  a  national  magazine  as  "The 
General  Motors  of  the  Rockets."  In 
1963  Aerojet-General  (85%  held  by 
General  Tire  &  Rubber)  had  record 
sales  of  $703  million,  a  net  of  $17 
million  or  $3.59  per  share.  By  1966 
sales  had  skidded  to  $499  million,  net 
to  $15  million,  per-share  earnings  to 
$3.13.  Last  year  sales  continued  to 
skid,  to  $444  million,  and  there  was  a 
net  loss  of  some  $10  million. 

Bust  and  boom  is  an  old  story  in 
the  aerospace  industry.  Why  bust, 
though,  when  the  U.S.  defense  budget 
is  $80  billion?  The  answer  is  partly 
that  the  war  being  fought  in  Vietnam 
has  required  .223-caliber  ammunition 
and  hand  grenades  rather  more  than 
the  highly  sophisticated  material  that 
Aerojet-General  makes.  There's  more 
to  the  story  than  that,  however.  It  has 
seemed  that,  over  the  last  few  years, 
if  anything  could  go  wrong  at  Aerojet- 
General,  it  did. 

"The  first  mistake  we  made,"  says 
Michael  Gerald  (Jerry)  O'Neil,  presi- 
dent of  General  Tire  and  chairman  of 
Aerojet,  "was  to  get  into  shipbuilding. 
We  took  a  bath  on  that.  [Aerojet 
bought  the  Gibbs  Shipyards,  Inc.,  of 
Jacksonville,  Fla.,  with  annual  sales  of 
$14  million,  in  May  1964  and  sold  it  a 
year  later,  taking  a  loss  of  over  $8 
million.]  The  trouble  was  that  we 
moved  out  of  our  field  of  competence. 
These  were  no  ordinary  ships  that 
Gibbs  Shipyards  was  making.  They 
were  highly  automated  oceanographic 
survey  ships  for  the  Navy  and  the  Coast 
and  Geodetic  Survey.  It  was  a  very 
expensive  step,  but  it's  behind  us  now. 

"The  second  mistake  we  made,  if 
you  want  to  call  it  a  mistake,  was  to 
go  after  the  Mark  46  torpedo  contract 
for  the  Navy.  But  we  had  to  go  after 
it:  It  was  the  only  game  in  town. 
We're  in  the  business,  and  if  you  want 
to  stay  in  the  business,  you  have  to  get 
contracts.   The  problem   was   that   the 


torpedo,  which  is  a  highly  complicated 
piece  of  ordnance  with  electronic  guid- 
ance systems  and  what  not,  should 
have  been  bid  on  a  cost-plus  basis.  But 
ever  since  the  early  1960s  the  Govern- 
ment has  been  trying  to  switch  con- 
tracts to  a  fixed-price  basis,  and  that's 
what  we  bid  on." 

O'Neil  points  out  that  the  Navy  or- 
dered more  than  1,500  changes  on  the 
torpedoes  as  work  was  going  forward 
for  which  Aerojet-General  was  not 
"adequately"  compensated.  "We  lost 
well  over  $10  million  on  that,"  O'Neil 
says  grimly. 

A  Matter  of  Pride 

W.L.  (Bill)  Gore,  senior  vice  presi- 
dent for  sales,  expands  a  little  on  why 
Aerojet  went  after  the  Mark  46: 

"It  was  a  contract  we  had  to  have," 
he  says.  "We  had  been  so  sure  that  we 
were  going  to  get  either  one  or  two 
stages  of  the  Poseidon,  maybe  both, 
and  we  got  neither.  Also,  on  the  tor- 
pedo contract,  we  were  in  competition 
with  Honeywell,  and  there  was  a  mat- 
ter of  pride  involved.  We  put  in  ab- 
solutely the  lowest  bid  we  could,  and 
sure  enough  we  got  the  contract.  But 
when  the  Navy  started  making  all 
those  changes,  we  were  dead.  On  these 
fixed-price  contracts  with  the  Govern- 
ment, you  can  be  doing  $500  million 
in  sales  and  lose  your  butt." 

Another  thing  that  didn't  exactly  go 
wrong,  but  didn't  go  right  either,  was 
Aerojet's  venture  in  automating  post 
offices — or,  more  specifically,  making 
sorting  machinery  that  would  handle 
mail  with  a  minimum  of  human  help. 
"We're  not  bidding  on  that  now  be- 
cause the  profit  margins  are  too  low," 
O'Neil  says,  "but  we're  still  very  much 
in  the  business  of  automating  ware- 
houses." 

A  lot  of  things  led  to  Aerojet's  trou- 
bles, O'Neil  thinks:  The  most  impor- 
tant factors  were  the  Government's 
cutback  on  propulsion  systems  for 
such  defense  missiles  as  Polaris,  Titan 
and  Minuteman;  cutbacks  in  the  space 
program;  and  the  change  in   govern- 


ment procurement  contracts. 

Says  Bill  Gore:  "There  are  more 
and  more  of  these  fixed-price  con- 
tracts partly  because  both  DOD  [De- 
partment of  Defense]  and  NASA 
[National  Aeronautics  &  Space  Admin- 
istration] are  doing  more  and  more 
in-house  research." 

Gore  points  out  that  the  Govern- 
ment's trend  toward  doing  more  and 
more  of  its  own  research,  coupled  with 
alternate  slowdowns  and  speedups  in 
the  space  budget,  has  much  greater 
significance  for  the  aerospace  industry 
than  for  most  others.  "With  the  Gov- 
ernment taking  over,  and  cutting  con- 
tracts at  the  same  time,"  he  says,  "in- 
dustry budgets  for  R&D  are  going  to 
have  to  be  cut  way  back.  And  we  find 
our  scientists  and  engineers  leaving  us 
— they  aren't  going  to  sit  around  doing 
nothing.  And  you  find  Congressmen 
writing  magazine  articles  about  how 
the  space  industry  should  appeal  to 
young  people  to  work  in  space  for 
America's  future  greatness.  The  next 
week  you  find  the  same  Congressman 
voting  a  half-a-million  cut  in  space 
funds." 

But  is  Aerojet  finished  as  a  major 
aerospace  company?  Not  at  all.  It  re- 
mains what  it  has  always  been:  a  ma- 
jor collection  of  high-technology  know- 
how  and  high-technology  talent.  The 
trick  is  going  to  be  to  find  ways  to 
put  it  all  to  profitable  use,  and  to  hold 
out  until  space  has  a  clearer  future. 
There  is  the  matter,  for  example,  of 
the  $25-milIion  installation  in  Dade 
County,  Fla.,  where  Aerojet  produced 
the  260-inch  solid-fuel  rocket  booster, 
which  is  now  in  mothballs.  "As  a  com- 
pany," says  O'Neil,  "we  feel  that  the 
time  will  come — and  in  the  near  fu- 
ture— when  the  Government  will  sim- 
ply have  to  go  back  into  the  field  of 
large  solid-fuel  rocket  boosters.  We 
will  be  ready  and  waiting. 

"We  won't  get  back  to  where  we 
were  within  the  immediate  future," 
says  O'Neil,  "but  at  least  we've  learned 
a  couple  of  lessons,  and  I  think  we're 
on  our  way  out  of  the  dumps."  ■ 
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The  Russians 
have  good  athletes 
because  they 
compete 


and  dull  clothes 
because  they 


n't. 


The  Russians  have  a  good  thjng  going 
in  sports. 

But  when  it  comes  to  things  like  clothes, 
cosmetics,  and  cake  mixes,  they're  way  out  in 
left  field. 

Because  they  don't  compete,  their  products 
come  out  unimaginative,  poorly  made— and 
overpriced. 

Like  athletes,  products  get  better  when  they 
compete.  They  have  to— or  get  out  of  the  running. 

That's  why  it's  troubling  to  find  influential 
critics  in  this  country  who  think  it's  wasteful  to 
have  so  many  brands  of  the  same  product  com- 
peting in  our  marketplace. 

They'd  like  the  government  to  take  steps 
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that  would  eventually  lead  to  fewer  brands  in 
the  stores  and  therefore,  less  competition. 

But,  they  forget  that  restricting  competi- 
tion is  not  the  way  this  country  got  prosperous. 

It  is  competition  that  produces  the  endless 
innovations  in  our  marketplace... that  creates 
whole  new  industries . . .  more  jobs . . .  and  makes 
our  country  a  good  place  to  live  in. 

Without  competition,  there's  no  point  in 
making  things  better  at  lower  prices . .  .whether  it's 
a  7th  Avenue  dress  with  a  Paris  look ...  a  cake 
mix  full  of  dates  and  nuts. .  .or  a  great  new  flavor 
in  lipsticks. 

Competition  is  the  spice  of  life.  Don't  let 
anybody  talk  you  out  of  it. 

Magazine  Publishers  Association 


An  association  of  365  leading  U.S. magazines 
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NASA  and  the  Universities 

By  paying  for  both  facilities  and  research,  NASA  was  beginning  to  have  a 
major  impact  on  campuses  across  the  land.  Then  the  budget  began  to  shrink. 


Federal  cash,  $3.9  billion  of  it  this 
year,  is  a  staple  on  many  university 
campuses,  and  the  scramble  for  it  has 
become  so  fierce  that  some  universities 
have  even  attempted  to  improve  their 
slice  of  the  market  by  opening  offices 
in  Washington  (see  box,  p.  120). 
About  80%  of  M.I.T.'s  operating  bud- 
get, for  instance,  comes  from  Uncle 
Sam.  At  less  technically  oriented  places 
such  as  Columbia,  the  ratio  often  runs 
as  much  as  50% .  Compared  with  such 
heavy  spenders  as  the  National  Science 
Foundation,  where  outlays  run  to 
nearly  $200  million  a  year,  the  Na- 
tional Aeronautics  &  Space  Adminis- 
tration, with  grants  running  around 
$95  million  and  dwindling,  is  by  no 
means  a  big  wheel  on  campus.  But  it 
has  been  uncommonly  generous  in  one 
sense:  There  are  few  strings  attached 
to  the  money  James  Webb's  agency 
has  been  handing  out. 

NASA's  Money 

When  other  agencies  put  up  money 
for  a  new  physics  lab,  they  generally 
do  so  on  a  matching  basis — for  ex- 
ample, the  Office  of  Education  gives  a 
dollar  for  every  dollar  raised.  NASA 
by  contrast  foots  the  full  cost  of  new 
campus  facilities.  NASA  insists  that 
the  programs  it  finances  be  devoted 
exclusively  to  space  uses,  but  as  in- 
terpreted by  NASA,  that  can  encom- 
pass a  great  deal.  For  example,  a 
building  it  finances  must  be  "space 
related,"  which  can  cover  almost  any 
aspect  of  American  life,  and  a 
grab  bag  of  nonscientific  disciplines 
ranging  from  law  to  sociology.  NASA 
money  has  not  gone  into  gymnasiums 
or  field  houses,  but  equipment  NASA 
has  paid  for  is  being  used  in  at  least 
one  land-grant  university  (University 
of  Missouri  at  Columbia)  for  agri- 
culture chemistry  and  zoology. 

About  90%  of  NASA's  money 
has  been  earmarked  for  mission-ori- 
ented projects  such  as  the  remote  sens- 
ing of  Corn  Belt  crops.  The  balance 
has  gone  into  bricks  and  mortar,  such 
as  the  $1.8-million  Space  Technology 
Building  that  was  recently  dedicated 
at  the  University  of  Kansas,  multidis- 
ciplinary  research  grants  and  fellow- 
ship money  to  help  students  finish 
their   predoctoral   studies. 


The  Cost  of  earning  a  Ph.D. 
in  the  space  sciences  is  $100,- 
000  to  $400,000  over  a  four- 
year  period,  compared  with 
$50,000  for  a  doctorate  in 
theoretical  science.  The  ma- 
jor expense,  according  to 
Rice  University,  is  the  hard- 
ware needed  for  experiments 
in  space:  satellites  and  instru- 
ments (like  the  one  the  stu- 
dent is  adjusting  above).  Only 
the  Government  can  afford 
such  expensive  education — 
and  even  NASA  is  running 
out  of  money  for  universities. 


NASA  has,  generally  speaking,  been 
more  permissive  than  other  govern- 
ment agencies,  partly  perhaps  for  ad- 
ministrative reasons.  It  tends  to  fun- 
nel predoctoral  grants  not  to  individual 
students  chosen  on  the  basis  of  merit, 
but  to  the  universities  themselves, 
which  do  their  own  selecting  of  stu- 
dents in  space-related  studies.  The  idea 
is  to  spread  the  wealth  through  the 
states  and  to  keep  the  predoctoral  stu- 
dents from  bunching  up  at  a  few  na- 
tionally known  schools. 

In  this  way  NASA  has  gone  beyond 
the  strict  limits  of  its  mission  and  tried 
to  raise  the  general  level  of  higher 
education  in  the  U.S.  The  idea  has 
been  that  an  infusion  of  federal  money 
would  help  lesser-ranked  schools  to 
beef  up  the  quality  of  their  students 
and  faculty.  In  fact,  this  may  have 
happened  on  some  campuses.  It  is  also 
a  fact,  however,  that  most  of  the  big 
mission-contract  money  has  gone  to 
the  big-name  schools:  M.I.T.,  Berke- 
ley, Princeton  and  Michigan. 

The  cynics,  of  course,  claim  to  see 
a  political  motive.  NASA's  Sustaining 
University  Program — facilities,  pre- 
doctoral and  multidisciplinary  grants 
— is  spread  far  and  wide:  $400,000 
parceled  out  to  the  University  of 
Maine  for  an  "interdisciplinary  study 
of  space-related  science  and  technol- 
ogy"; nearly  $400,000  to  the  Univer- 
sity of  Nebraska  for  predoctoral 
grants.  The  cynical  view  is  that  NASA 
has  been  indirectly  using  its  budget  to 
build  a  constituency  in  the  groves  of 
Academe  as  well  as  on  Capitol  Hill. 
The  fact  is,  however,  that  NASA's 
grants  have  done  a  lot  of  good  and 
have  been  free  from  the  kind  of  con- 
troversy that  has  sometimes  surround- 
ed Defense  Department  grants. 

In  a  way,  this  NASA-universities 
partnership  is  a  natural  result  of  Ad- 
ministrator James  E.  Webb's  own  back- 
ground. The  son  of  a  North  Carolina 
school  superintendent,  he  wears  a  Phi 
Beta  Kappa  key  from  the  University  of 
North  Carolina  at  Chapel  Hill  and  likes 
to  think  of  himself  as  an  educator  as 
well  as  a  professional  manager. 

In  dispensing  money  to  the  univer- 
sities, has  NASA  thus  gone  beyond 
what  Congress  intended  for  it?  Webb 
defends  himself  against  this  charge  by 
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saying  that  NASA  is  getting  more  than 
its  money's  worth  from  the  1,400  di- 
rectly mission-related  educational  pro- 
jects currently  under  way.  According 
to  Francis  B.  Smith,  assistant  adminis- 
trator for  university  affairs,  each  of 
them  was  "selected,  supported,  moni- 
tored directly  by  NASA's  some  30 
program  groups  and  field  installations." 

Moreover,  says  Smith,  "each  project 
was  individually  picked  as  directly 
related  to  the  accomplishment  of 
NASA  objectives  and  "represented  the 
efforts  of  the  best-qualified  investigator 
and  institution  available  for  such  re- 
search." The  universities  have  been 
particularly  active  on  the  unmanned 
side  of  the  program,  having  proposed 
and  developed  more  than  53%  of  the 
experiments  used  for  automated  space- 
craft such  as  the  orbiting  geophysical 
observatory. 

Moreover,  the  academicians  have 
accounted  for  over  50%  of  what 
NASA  calls  the  more  "significant" 
space-science  publications  prepared 
between   1958  and  last  summer. 

There  has  been  some  muttering  in  the 
academic  ranks  about  some  of  NASA's 
priorities — notably  that  manned  flight 
has  been  overemphasized  against  the 
purer  science  of  unmanned  flight. 
Basically,  however,  relations  between 
NASA  and  the  universities  are  excel- 
lent. As  Francis  Bradley  Jr.,  assistant 
engineering  dean  at  Notre  Dame 
points  out,  NASA  funds  pay  student 
costs  and  also  help  universities  make 
investments  in  plant  and  equipment 
that  they  might  not  otherwise  have 
been  able  to  afford.  Further,  by  en- 
couraging graduate  students  to  pursue 
the  sciences  or  engineering,  NASA 
has  helped  the  universities  fight  the 
declining  curve  of  interest  in  those 
fields.  "The  number  of  students  en- 
rolled in  the  sciences  is  dropping," 
says  Harvard  chemist  George  B.  Kis- 
tiakowsky,  "because  students  find  them 
disappointing.  The  sciences  have  not 
solved  our  social  ills." 

This  is  precisely  why  NASA  feels 
it  can  justify  giving  money  for  non- 
space  scholarship.  In  fact,  Jim  Webb 
reportedly  wishes  that  the  universities 
would  use  more  of  their  NASA  mon- 
ey for  nontechnical  aspects  of  space. 
He  apparently  is  disenchanted  at 
what  appears  to  him  to  be  the  dis- 
proportionately large  amounts  of 
NASA  cash  some  universities  have 
funneled  into  engineering  and  physics 
at  the  expense  of  other  disciplines. 
NASA's  Frank  Smith  concedes  as 
much.  "The  universities  are  not  broad 
enough  in  their  approach  to  space," 
he  says.  "Not  enough  interdisciplinary 
action  nor  communication  among  de-* 
partments;  research  especially  has 
been   lacking  in   the  social  sciences." 
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Space  Centers  like  these  at  the  University  of  California  at  Berkeley 
(above)  and  Massachusetts  Institute  of  Technology  (below)  stand  as 
pyramids  to  Jim  Webb's  once-flourishing  program  of  NASA-sponsored 
university  research.  The  agency  hasn't  funded  any  campus  facilities  since 
fiscal  1967,  and  funds  for  multidisciplinary  research  have  been  cut  dras- 
tically. The  buildings  won't  lie  idle,  because  NASA  is  still  sponsoring 
mission-oriented  research,  and  schools  can  use  the  labs  for  other  projects. 


What  do  the  social  sciences  have  to 
do  with  getting  a  man  on  the  moon? 
From  NASA's  point  of  view,  plenty. 
NASA  insists  that  space  is  "for  the 
benefit  of  all  mankind."  What  better 
way  to  make  converts  than  to  stick 
social  scientists  smack  in  the  middle 
of  the  program?  In  that  way  the  im- 
portant intellectual  community  may 
be  persuaded  that  "fallout"  from  space 


research  can  help  with  more  urgent 
and  more  earthly  problems,  such  as 
pollution,  poverty  and  education. 

"It  is  becoming  increasingly  evi- 
dent," says  Frank  Smith,  "that  univer- 
sities should  undertake  multidisciplin- 
ary study  and  research  not  only  on 
scientific  and  technical  problems,  but 
also  on  their  social  and  economic  im- 
plications."  Water   and  air  pollution 


GRANTSMANSHIP 

Is  government  money  a  handout?  Not  quite.  The  would-be 
recipients    are    learning   to   act    like    real    entrepreneurs. 


Gone  are  the  days  when  a  scientist 
worked  quietly  in  his  laboratory. 
Today's  researcher  is  out  in  the  real 
world — and  he's  beating  a  path  to 
Washington  like  everybody  else. 

He  has  to.  Rising  costs  coupled 
with  rising  enrollments  have  made 
colleges  and  universities  more  and 
more  dependent  on  federal  funds. 
A  typical  university  these  days  gets 
about  half  of  its  operating  budget 
from  the  Federal  Government.  On 
the  graduate  level  alone,  over  90% 
of  the  cost  of  student  and  faculty 
research  is  borne  by  Uncle  Sam, 
says  Courtland  Perkins,  chairman 
of  Princeton's  department  of  aero- 
space and  mechanical  sciences. 

To  get  these  funds,  faculty  men 
and  women  must  compete  with  oth- 
er schools  in  the  game  called 
"grantsmanship."  A  complicated 
art,  grantsmanship  consists  of  1 ) 
locating  the  federal  agency  that 
sponsors  the  kind  of  research  the 
scientist  wants  to  do;  2)  convinc- 
ing the  agency  of  the  importance  of 
the  project;  3)  getting  the  funds 
to  start  and  continue  the  research. 

When  NASA  opened  its  offices  in 
1958,  the  academic  community  im- 
mediately spotted  it  as  another  po- 
tential sugar  doll.  "Professors  are 
real  entrepreneurs  when  it  comes  to 
finding  research  money,"  says 
Francis  X.  Bradley  Jr.,  assistant 
dean  of  engineering  at  Notre  Dame. 
"There  are  a  lot  of  tricks  to  the 
trade."  The  most  essential  ones  are 
getting  to  know  the  persons  in 
agencies  who  evaluate  research  pro- 
posals and  who  handle  the  money. 

A  competent  researcher  gener- 
ates a  lot  of  federal  funds  through 
the  years.  A  heart  specialist,  for  ex- 
ample, may  bring  in  a  half  million 
dollars  or  more  within  five  years. 
These  federal  dollars  do  more  than 
pay  the  bills  for  research;  they  also 
provide  the  researcher  with  a  bit 
of  insurance.  The  university  needs 
him  for  the  money  he  attracts  as 
well  as  for  his  prestige. 

In  fiscal  1968,  about  50  agencies 
funded  $2.2  billion  to  most  if  not 
all  of  the  nation's  2,300  colleges 
and  universities  and  their  nonprofit 
research  centers.  With  this  kind  of 
money  being  handed  out  among  so 
many  competing  schools,  a  few  ad- 
ministrations are  beginning  to  do  a 
little  hustling  on  their  own,  either 
by  opening  offices  in  Washington 
or  retaining  consultants  there. 


Probably  the  first  such  office  was 
Bell  Educational  Services,  Inc., 
which  Marjorie  Bell  opened  in 
1961.  About  a  half  dozen  others 
have  opened  since  then.  The  Bell 
firm  now  represents  about  20  pri- 
vate schools  for  a  typical  fee  of  $15,- 
000  a  year.  Joseph  Ferrante,  Bell's 
vice  president,  says,  "We  help  the 
schools  with  program  planning  in 
terms  of  academic  goals  and  objec- 
tives. We  relate  these  to  the  Gov- 
ernment's funding  priorities."  As 
research  proposals  come  in  from 
the  campus,  Bell  sends  them  to 
the  agency  office  most  likely  to  have 
funds  for  such  a  program. 

In  1962  the  University  of  Pitts- 
burgh opened  its  own  office  in 
Washington,  but  later  closed  it  be- 
cause it  proved  cheaper  to  fly  ad- 
ministrators to  Washington  occa- 
sionally. Since  then,  however, 
Washington  offices  have  been 
opened  by  the  universities  of  Cali- 
fornia, New  York,  Oklahoma  and 
Texas.  Says  Dr.  Mark  F.  Ferber, 
director  of  California's  office,  "We 
should  have  done  this  at  least  a 
decade  ago  when  the  National  De- 
fense Education  Act  was  passed." 

Generally  the  offices  act  as  gears, 
meshing  the  two  bureaucracies:  the 
Federal  Government  on  the  one 
hand  and  the  universities  on  the 
other.  "Our  job  is  trying  to  match 
the  men  with  the  money  to  the  men 
with  the  projects,"  Dr.  Ferber  says. 
He  also  looks  upon  his  job  as  cut- 
ting red  tape,  being  a  liaison  with 
California's  delegation  and  being  a 
lobbyist  in  general. 

California's  office  costs  about 
$80,000  to  operate  yearly,  but  it  di- 
rects some  $450  million  a  year  in 
grants,  among  other  things,  back  to 
the  West  Coast.  Smaller  universities 
have  pooled  their  resources  to  form 
joint  offices,  such  as  the  Associated 
Colleges  of  the  Midwest.  Others 
subscribe  to  privately  operated  in- 
formation and  research  bureaus 
that  tell  which  agencies  are  fund- 
ing certain  types  of  projects. 

Are  the  offices  and  consultants 
killing  individual  grantsmanship? 
No,  indeed.  It's  still  the  independ- 
ent researcher  or  the  small  team 
that  makes  the  proposals  in  most 
cases,  and  they  are  the  ones  with 
the  reputations  and  the  skills  to 
do  the  work.  Without  them,  the 
Washington  fellows  would  be  out  of 
business.  ■ 


and  jet  noises,  Smith  continues,  are 
all  "to  some  extent  an  outgrowth  of 
technological  development  whose  total 
consequences  were  not  recognized  and 
dealt  with  early  enough."  Thus  is 
NASA  trying  to  make  educators  more 
"systems"  conscious  {see  p.  80)  and 
to  help  break  down  the  rigid  bound- 
aries that  all  too  frequently  separate 
scientists  from  humanists. 

One-  of  NASA's  multidisciplinary 
showcases  is  the  Space  Sciences  Lab- 
oratory at  Berkeley,  where  almost  every 
specialty  on  the  campus  is  represented, 
including  psychology,  sociology,  law  and 
economics.  "One  social-science  pro- 
gram is  looking  at  the  way  research  or- 
ganizations are  managed  and  the  impact 
of  technology  on  society,  on  the  urban 
community  and  on  the  nation  as  a 
whole,"  says  Dr.  C.  West  Churchman, 
associate  director  of  the  laboratory. 

At  the  other  end  of  the  spectrum 
is  Rice  University,  which  has  put  most 
of  its  $600,000  in  multidisciplinary 
funds  into  space  physics  and  engi- 
neering. Dr.  Alexander  J.  Dessler, 
chairman  of  Rice's  Space  Science  De- 
partment, thinks  a  truly  multidisci- 
plinary program  is  unworkable,  if  for 
no  other  reason  than  that  senior  re- 
searchers don't  want  to  be  challenged 
by  research  outside  their  own  fields. 

Shield  and  Buckler 

So  far  NASA  has  had  a  hard  time 
with  the  traditional  argument  that  the 
Administration  should  keep  its  nose 
out  of  academic  work.  "Faculty  men 
are  independent  souls,"  says  Dr.  Je- 
rome B.  Wiesner,  M.I.T.  provost  and 
former  science  adviser  to  President 
Kennedy.  "They  communicate  with 
each  other  within  disciplines,  but  it's 
hard  to  get  them  together  the  way 
NASA  wants.  Neither  NASA  nor  the 
university  administration  can  make 
broad  demands  on  a  wide  range  of 
persons."  But  NASA  is  trying. 

Like  most  of  NASA's  long-range 
plans,  the  educational  program  is  in 
serious  trouble.  There  is  no  money  for 
new  university  plant  in  either  fiscal 
1968  or  1969;  multidisciplinary  grants 
were  cut  by  a  half  in  fiscal  1968  and 
predoctoral  grants  are  down  to  75, 
compared  with  800  in  1967  and  more 
than  1,300  in  1966.  Further,  the  75 
are  in  management,  administration  and 
engineering  systems  design. 

Like  everything  else  about  space 
these  days,  the  long-range  is  being 
subordinated  to  the  job  of  getting  a 
man  on  the  moon — fast.  In  spite  of 
cuts,  mission-oriented  grants  are  like- 
ly to  remain  near  the  current  $85 
million.  Cuts  in  the  sustaining  pro- 
gram, though,  mean  that  NASA's 
praiseworthy  effort  to  get  scientists 
talking  to  social  scientists  is,  if  not 
dead,  seriously  crippled.  ■ 


120 


FORBES,  JULY  1,  1968 


NASA:  The  Balance  Sheet 

You  can't  judge  NASA  by  ordinary  terms,  but  neither  can  the  nation  spend 
$30  billion  and  not  get  an  accounting.  How  do  the  debits  and  credits  add  up? 


Dlring  a  series  of  lectures  he  de- 
livered recently,  NASA  Administrator 
James  E.  Webb  spoke  at  some  length 
on  Antony  Jay's  new  book,  Manage- 
ment and  Machiavelli.  The  NASA 
head's  interest  in  the  book  was  not 
surprising.  Webb  has  never  made  a 
secret  of  his  fascination  with  power  or 
its  application,  and  indeed  he  has  pre- 
sided over  the  creation  of  one  of  the 
biggest  power  centers  in  American 
life. 

NASA's  plant  account  aloae  attests 
to  its  power.  A  congeries  of  Strange- 
love  hardware,  it  reaches  from  the 
launch  pads  of  Cape  Kennedy  to  the 
deep  space  tracking  station  at  Can- 
berra, Australia.  NASA's  plant  in- 
vestment, $3.5  billion  at  last  count, 
was  bigger  than  Chrysler's  or  General 
Klectric's;  its  annual  budget  exceeds 
the  sales  of  du  Pont  or  RCA.  The 
$30  billion  that  NASA,  as  manager  of 
the  U.S.  space  program,  has  pumped 
into  research  and  development,  boost- 
ers, capsules  and  computers  carries 
with  it  the  power  to  make  or  break 
smaller  corporations  and  to  greatly 
affect  the  fortunes  of  bigger  ones. 

With  equal  power.  NASA  has  in- 
fluenced the  educational  system  and 
unalterably  changed  the  quality  of  life 
in  large  sections  of  the  country.  If 
there  were  no  NASA,  the  bustling 
town  of  Cocoa  Beach,  Fla.  would  still 
be  a  sleepy  vacation  spot:  there  would 
probably  be  no  symphony  orchestra 
in  Huntsville,  Ala.,  and  no  appreciable 
growth  curve  to  bank  deposits  in 
Neosho,  Mo. 

Fittingly.  Jim  Webb  is  the  kind  of 
man  who  thinks  big.  He  tends  to  re- 
gard NASA  as  a  new  organizational 
form,  especially  designed  to  channel 
the  talents  of  private  industry  to  the 
filling  of  social  and  national  needs, 
superior  to  conventional  bureaucracy 
for  getting  things  done  that  private 
industry  and  the  marketplace  cannot 
do  alone. 

Webb  does  not  suffer  critics  gladly. 
"We  have  not  done  a  perfect  job  by 
any  means,"  he  says  in  his  humorless, 
voluble  way,  "but  we  have  still  done 
the  best  job  that's  been  done  this  side 
of  the  Iron  Curtain,  in  private  busi-' 
ness  or  government."  Methodically  he 
ticks    off    NASA's    accomplishments. 


U  S   SPACE  SPENDING 
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The  U.S.  has  come  a  long  way  from 
the  post-Sputnik  days  of  1958,  and 
the  Russians  have  learned  (see  chart, 
p.  44)  they  are  in  a  contest.  In 
1967,  for  instance,  NASA  batted  20 
for  22  in  a  series  of  missions  that 
ranged  from  the  launch  of  an  orbiting 
biological  laboratory  to  a  probe  to  the 
planet  Venus  to  the  first  all-up  test 
flight  of  the  Saturn  V  rocket.  So  far 
this  year  the  government  agency  has 
completed  the  last  of  its  three-genera- 
tion automated  exploration  of  the 
moon,  man-rated  the  lunar  module 
and  is  now  preparing  for  the  first 
manned  Apollo  flight  in  earth  orbit. 
NASA's  assault  on  the  technological 
barriers  to  manned  flight  has  left  an 
indelible  imprint  on  American  indus- 
try. Before  NASA's  establishment, 
says  Webb,  the  U.S.  "did  not  have  the 
capacity  to  do  advanced  space  and  ad- 
vanced aeronautical  work."  This  seems 
like  rather  a  harsh  judgment  on  old- 
line  companies  such  as  Boeing,  Mc- 
Donnell Aircraft  and  Douglas  Air- 
craft, but  there  is  a  qualitative  differ- 
ence between  NASA's  needs  and  the 
Defense  Department's,  for  instance. 

Overkill  and  Quality  Control 

The  difference  is  reliability  of  a 
standard  never  before  achieved  be- 
cause never  before  needed.  For  ex- 
ample, given  the  U.S.  capacity  for 
"overkill,"  it  really  doesn't  make  very 
much  difference  if  only  60%  of  the 
Minuteman  missiles  function  accurate- 


ly enough  to  home  in  on  potential 
targets.  If  a  Saturn  V  aborts,  however, 
something  like  $280  million  dollars 
per  shot  goes  up  in  technological 
smoke.  On  manned  flights,  the  need 
for  reliability  increases  geometrically. 
NASA  has  demanded  fantastic  re- 
liability of  its  contractors. 

The  transition  has  not  been  an  easy 
one.  As  recently  as  1962  and  1963, 
for  instance,  NASA  rejected  approxi- 
mately 50%  of  the  component  spares 
designed  for  the  Mercury  spacecraft. 
A  check  of  the  MA-9  back-up  craft 
showed  some  720  deficient  compon- 
ents, some  520  of  which  could  be 
traced  directly  to  what  NASA  called 
"a  lack  of  satisfactory  quality  of  work- 
manship." Storage  batteries  had  to  be 
thrown  out  because  of  leaks  and  pres- 
sure valves  were  rejected  because  of 
scratches.  Squibs,  designed  to  separate 
the  spacecraft  from  its  umbilicals, 
failed  to  work  because  they  were 
loaded  with  the  wrong  charge. 

Cleanliness  was  a  problem,  too. 
There  was  so  much  debris  left  in  some 
of  the  early  Mercury  spacecraft  that 
the  capsules  were  pelted  by  an  interior 
— and  weightless — blizzard  of  wash- 
ers, wire  cuttings,  bolts  and  alligator 
clips.  There  was  so  much  junk  floating 
around  on  one  of  the  unmanned  flights 
that  the  cabin  fan  got  plugged.  Work- 
men at  the  Cape  added  to  NASA's 
headaches  by  tucking  away  souvenirs 
in  some  of  the  craft,  including  what 
may  have  been  the  first  rabbit's  foot 
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The  Board  of  Directors 
of  Columbus  and  South- 
ern Ohio  Electric  Com- 
pany, on  June  7,  1968, 
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per  share  on  the 
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close  of  business  on 
June  25,  1968. 

G.  C.  SHAFER, 
Secretary 

COLUMBUS  AND  SOUTHERN 
OHIO  ELECTRIC  COMPANY 


to  have  made  the  trip  into  near-earth 
space. 

The  problem  of  free-floating  debris 
was  resolved  by  routine  use  of  a  tum- 
bling machine  that  literally  shook  all 
of  the  loose  objects  out  of  the  capsules 
after  they  had  been  worked  on.  The  re- 
sponse to  defective  components  was 
to  test,  test,  test — all  of  which  added 
to  costs.  There  were  quality-control 
glitches  in  the  Gemini  flights,  too, 
and  while  the  Apollo  fire  did  not  in- 
spire confidence,  it  seems  clear  that  in- 
dustry has  learned  how  to  do  first-rate 
work  while  grappling  with  some  of  the 
trickiest  technical  puzzles  ever  posed. 

Stimulated  Competition 

Webb  maintains  that  NASA  has 
tried  to  foster  that  kind  of  competence, 
not  through  bureaucracy,  but  by  stim- 
ulating competition.  One  example  he 
cites  grew  out  of  the  discovery  that 
the  Gemini  astronauts,  mostly  because 
their  quarters  were  so  cramped,  were 
unable  to  work  and  sleep  in  shifts. 
Both  men  had  to  sleep  and  work  at 
the  same  time,  an  alternative  NASA 
had  to  anticipate  by  investing  $80 
million  in  extra  computer  capacity  at 
the  Manned  Spacecraft  Center. 

"What  we  did  there,"  says  Webb, 
"was  call  in  the  four  companies  who 
might  compete,  including  IBM,  and 
discussed  the  requirements  with  them. 
We  told  them  frankly  it  looked  like 
IBM  was  the  only  company  that  could 
do  the  job  and  asked  them  to  make 
their  best  proposals.  In  the  end." 
Webb  continues,  "three  companies — 
GE,  Control  Data  Corp,  and  Sperry 
Rand — said  'we  can't  do  it'." 

IBM  got  the  job.  But,  Webb  says, 
NASA  subsequently  called  in  the  rest 
of  the  industry — about  14  companies 
— outlined  the  agency's  future  re- 
quirements and  announced  it  was  go- 
ing to  do  all  it  could  "to  encourage 
competition  in  the  future."  A  number 
of  companies,  Webb  says,  in  fact  did 
make  "investments  in  software  which 
produced  a  stronger  competitive  situa- 
tion." Says  he:  "We  want  competition 
and  we  do  not  want  to  get  locked  into 
any  one  source." 

In  a  sense,  NASA  did  get  locked  in 
with  North  American  Aviation  on  a 
contract  that  some  critics  have  seized 
on  as  an  indictment  of  the  agency's 
procurement  policies.  After  the  fire, 
it  developed  that  North  American  had 
been  tapped  as  the  principal  contractor 
on  the  $23.9-billion  Apollo  over  Mar- 
tin-Marietta Corp.,  the  first  choice  of 
NASA's  Source  Evaluation  Board.  The 
difference  between  the  two  companies 
was  a  narrow  one.  Webb,  with  the  con- 
currence of  other  senior  NASA  officers, 
overruled  the  Source  Evaluation  Board 
and  opted  for  North  American,  partly 
on  the  premise  that   it  had  more  ex- 


perience    with     manned    flight     than 
Martin. 

That  decision  came  back  to  haunt 
him  after  the  Apollo  fire  when  both 
NASA  and  North  American  were 
blistered  for  "many  deficiencies  in 
design  and  engineering  manufacture 
and  quality  control." 

GAO's    Goat? 

There  has  also  been  a  series  of 
challenges  to  some  of  NASA's  pro- 
curement policies  that  have  come  out 
of  that  budgetary  watchdog,  the  Gen- 
eral Accounting  Office.  Since  better 
than  90%  of  NASA's  appropriations 
are  funneled  into  contractors  of  one 
variety  or  other,  how  carefully  the 
agency  spends  its  money  is  by  no 
means  a  minor  consideration.  In  all, 
the  GAO  has  put  out  at  least  20  re- 
ports on  NASA  purchasing  policy  and 
rapped  the  government  agency  for  a 
series  of  faulty  judgments  ranging 
from  the  purchase  of  $2.5  million 
worth  of  instruments  after  it  was  ap- 
parent they  could  not  be  used  be- 
cause of  design  changes  in  the  Sur- 
veyor spacecraft,  to  overpayments  of 
$1.2  million  on  leased  data  processing 
machines  that  did  not  have  automatic 
timers  on  them.  NASA  has  also  been 
chivvied  for  leasing  rather  than  con- 
structing electric  power  substations; 
for  keeping  overly  heavy  inventories 
of  photographic  supplies;  for  over- 
paying tow  charges  on  Saturn  launch 
vehicles  barged  from  Huntsville,  Ala. 
to  Cape  Kennedy. 

In  terms  of  NASA's  over-all  spend- 
ing, however,  the  GAO  complaints  do 
not  amount  to  much;  and  since  the 
GAO  does  not  look  behind  every 
contract  NASA  signs,  Webb  can  with 
some  justification  argue  that  they  are 
merely  isolated  instances.  NASA's 
record,  he  maintains,  is  better  than 
any  other  government  agency's. 

Webb  is  not  entirely  objective.  Some 
alumni,  among  them  Dr.  William  A. 
Lee  (formerly  NASA  manager  of  the 
lunar  module  project,  now  assistant 
director  of  TRW  Inc.'s  civil  systems 
program)  take  a  much  more  widely 
held  view.  It  is  that  NASA  has  done 
a  good  job  under  the  circumstances, 
but  that  the  rate  at  which  the  agency 
expanded  (see  chart,  p.  121)  made 
really  tight  management  controls  ex- 
tremely difficult  to  maintain. 

"I  think  NASA's  management  has 
been  good,"  says  Lee.  "if  you  take  into 
account  the  tremendous  expansion  and 
the  magnitude  of  the  projects  they 
undertook.  They,  as  one  might  expect 
under  such  a  rapid  expansion,"  Lee 
continues,  "had  weaknesses  in  the 
management  chain,  and  when  they 
struck  the  disaster  of  the  Apollo  fire 
last  year,  many  of  the  weaknesses  be- 
came glaringly  apparent." 


The  Apollo  fire  has  already  added 
$700  million  to  the  cost  of  the  pro- 
gram. Costs  have  been  a  major  prob- 
lem right  along,  including  those  of  run- 
ning the  agency.  NASA,  though  it 
depends  almost  entirely  on  outside 
contractors  to  get  the  work  done,  has 
developed  what  Webb  calls  a  sizable 
"in-house  capability."  About  40% 
of  NASA's  32,000  employees  are 
engineers  or  scientists  whose  func- 
tion it  is  to  keep  the  agency  from  be- 
coming a  "captive"  of  its  contractors 

NASA  "had  to  have  very  strong 
scientific  and  technical  in-house  cap- 
abilities," says  Webb,  so  it  would  "be 
able  to  spell  out  general  requirements 
for  industry  and  weigh  the  specific 
proposals  they  submitted.  We  had  to 
evaluate  contract  and  grant  proposals; 
to  judge  the  performance  of  our  non- 
governmental partners;  and  often  to 
help  them  work  around  .  .  .  the  devel- 
opment and  application  of  new  tech- 
nology, new  production  techniques, 
new  tests  and  new  laboratory  experi- 
ments." 

Administrative  Ague 

All  of  this  is  reflected  in  the  budget. 
Administrative  costs  have  risen  from 
9.7%  of  appropriations  in  fiscal  1964 
to  14.8%  of  the  $4.4  billion  NASA 
requested  for  this  fiscal  year.  Webb 
maintains  that  much  of  the  bulge  has 
come  from  the  pressure  of  increasing 
federal  pay  scales  and  the  fact  that 
NASA  is  now  in  the  process  of  run- 
ning some  very  expensive  systems  tests 
on  work  that  was  contracted  for  in 
earlier  years. 

Some  legislators  don't  buy  that  argu- 
ment. Representative  James  Fulton, 
(R.,  Pa.),  who  is  by  no  means  unsym- 
pathetic to  the  space  effort,  contends 
that  an  "efficiently  managed  and  di- 
rected" program  should  show  a  some- 
what different  trend.  Now  that  the 
major  design  and  engineering  phases 
of  Apollo  are  out  of  the  way  and  most 
of  NASA's  other  major  projects  have 
wound  up,  Fulton  says,  there  should 
be  "a  commensurate  decline  in  the 
level  of  administrative  operations." 

The  really  big  costs,  though,  are  not 
in  administration.  They  are  in  the 
projects.  NASA's  problems  with  Apollo 
have  been  thoroughly  hashed  over  in 
the  newspapers,  but  it  is  not  the  only 
program  on  which  the  agency's  initial 
cost  estimates  have  fallen  far  short  of 
what  has  actually  been  spent. 

The  initial  cost  estimate  on  Mercury, 
for  instance,  was  $344.5  million.  Ac- 
tual run-out  was  $384.1  million.  The 
Gemini  flights  were  originally  esti- 
mated at  $750  million.  Actual  run-out 
was  $1.29  billion.  Project  Ranger,  first 
of  the  automated  moon  shots,  was 
originally  estimated  at  $170  million. 
Plagued  by  problems  with  the  Atlas- 
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The  following  tabulation  shows  you  why  and  it  also  shows  you  the  good 
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While  this  record  may  not  be  duplicated  in  the  future,  we  nevertheless  regard  it 
as  a  fair  measure  of  the  effectiveness  of  our  AFGC  techniques. 
By  concentrating  on  companies  which  are  compounding  their  earning  power  and 
market  value  at  high  rates,  "America's  Fastest  Growing  Companies"  gives  its  sub- 
scribers a  wealth  of  profit-making  information. 

Every  month  this  service  reviews  the  progress  of  each  of  the  140-150  stocks  of  the 
fastest  growing  companies  in  the  nation  and  then  carefully  rates  them  for  their 
relative  investment  attraction. 

If  you  are  a  serious  investor  who  does  not  have  to  be  told  which  stocks  to  buy  or 
sell,  but  prefers  to  make  his  own  decisions  on  the  basis  of  carefully  presented  data, 
"America's  Fastest  Growing  Companies"  will  be  of  unusual  interest  and  value  to 
you. 

An  annual  subscription  to  our  AFGC  service  costs  only  $68,  or  if  you  prefer,  a 
6-month  subscription  is  available  for  $3  5  or  a  2-month  introductory  trial  for  only 
$10.  Merely  send  in  the  order  form  to  begin  your  subscription. 
Your  order  brings  you: 

•  Monthly  issues  (some  50  pages)  of  "America's  Fastest  Growing  Companies". 

•  The  unique  AFGC  PANOGRAPH,  a  graphical  presentation  of  the  standing 
of  each  AFGC  stock  relative  to  its  price,  earning  power  and   growth   rate. 
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Agena  rocket  and  other  failures,  the 
program  was  ultimately  phased  out  at 
a  cost  of  nearly  $240  million.  Sur- 
veyor, which  followed  Ranger  to  the 
moon  as  first  broached  at  an  esti- 
mated cost  of  $195  million.  It  ulti- 
mately cost  $554  million. 

There  have  been  major  slippages  in 
time  schedules,  too.  Apollo  is  already 
a  year  behind.  The  Mercury  flights 
were  so  late  in  getting  off  the  pad  (22 
months)  that  the  shelf  life  ran  out  for 
some  items — rockets,  for  instance — 
which  had  to  be  refurbished. 

The  Cost   of   Optimism 

Dr.  Robert  L.  Rosholt,  in  an  admin- 
istrative history  subsidized  by  NASA, 
notes  that  "increases  in  the  cost  of  a 
project  were  often  due  to  NASA's 
decision  to  acquire  more  sophisticated 
hardware  than  originally  contemplated 
and  insistence  on  the  highest  degree 
of  reliability  and  quality  control. 

"Probably  just  as  often,  however," 
Rosholt  continues,  "cost  overruns  .  .  . 
frequently  stemmed  from  such  causes 
as  overoptimistic  initial  prognostica- 
tion, inept  management,  inefficient 
contractors'  operations,  insufficiently 
comprehensive  estimating  techniques 
and  the  like." 

Cost  overruns  are  not  a  favorite 
topic  of  conversation  with  Webb. 
When  a  Forbes  reporter  broached  the 
subject  recently,  Webb  bristled.  "You 
keep  wanting  to  talk  of  criticism,"  he 
snapped.  "Tell  me.  Have  you  heard 
anything  good  of  NASA? 

"There  were  a  number  of  projects 
started  before  I  became  administra- 
tor," Webb  continued,  "where  there 
was  confusion  as  to  what  was  expected 
from  the  original  investment,  from 
the  original  estimate.  And  there  are 
many  indications  that  the  figures  now 
used  were  never  intended  to  be  a 
complete  estimate  of  the  run-out  cost 
of  the  project,  but  had  been  so  inter- 
preted by  people  who  didn't  look  care- 
fully enough  at  the  figures." 

There  were  some  projects — Gemini, 
among  others — where  costs  did  go  up 
because  the  scope  of  the  mission  was 
enlarged.  In  others — including  Apollo 
— it  was  poor  management.  A  review 
board  that  looked  into  the  Ranger  fail- 
ures, for  instance,  found  important  de- 
ficiencies in  the  spacecraft  design,  con- 
struction, systems  test  and  checkout. 
In  addition,  it  noted  that  "spacecraft 
systems  management  at  [NASA'sl  Jet 
Propulsion  Laboratory  is  not  organized 
to  insure  that  highly  reliable  spacecraft 
of  Ranger  complexity  are  produced." 

The  complexities  of  the  Atlas-Agena 
launch  vehicle  helped  to  get  Ranger 
in  hot  water.  On  test  flights  the  rocket 
failed  to  get  the  space  bus  into  proper 
orbit.  There  were  also  problems  with 
the  Atlas  guidance  system,  which  on 


one  shot  malfunctioned  so  badly  that 
Ranger  missed  its  lunar  target  by 
about  23,000  miles.  Attempts  to  re- 
cover on  the  miss  by  having  Ranger 
photograph  the  moon  as  the  craft 
moved  in  front  of  it  also  failed.  The 
review  board  summed  up  by  noting 
that  the  Jet  Propulsion  Laboratory 
had  not  applied  "the  high  standards 
of  technical  design  and  fabrication" 
necessary  to  achieve  "a  high  probabil- 
ity of  successful  performance." 

Still  another  Jet  Propulsion  Labora- 
tory-managed project — Surveyor —  de- 
veloped a  costly  series  of  bugs  be- 
cause the  preliminary  design  work  did 
not  go  deep  enough.  This  resulted  in 
a  succession  of  major  modifications  in 
hardware  that  was  already  well  into 
the  development  stage.  In  deep  trouble 
on  Ranger,  JPL  was  inadequately 
staffed  to  deal  with  Surveyor  and  real- 
ly didn't  get  a  handle  on  the  project, 
in  the  words  of  a  Congressional  com- 


"The  first  budget  cut 

affects  staff  capability  .  .  . 
Congress  wants  to  be  an 

intimate  party  .  .  .  and  isn't 
anxious  to  have  this  kind 

of  flexibility  and  capability 
in  these  programs." 

— James  E.  Webb 


mittee,  until  "launch  schedules  had 
slipped  by  about  two  years  and  costs 
had  rapidly  escalated." 

Blobs  and  Black  Boxes 

As  Webb  argues,  it's  easy  enough 
for  some  of  his  Congressional  critics 
to  accentuate  the  negative.  The  real 
problem  is  that  ordinary  business 
standards  are  difficult  to  apply  to  what 
NASA  is  doing:  pushing  the  state  of 
the  art — as,  for  instance,  in  the  soft 
landings  that  Surveyor  ultimately  made 
on  the  moon.  Much  of  the  work  that 
NASA  and  its  contractors  have  done 
is  literally  a  jump  into  the  unknown. 

Much  of  the  criticism  also  ignores 
the  economics  of  space,  where  time 
is  literally  money.  The  biggest  outgo  in 
most  projects  is  for  highly  skilled  man- 
power. Delays,  consequently,  can  be 
very  costly.  And  delays,  because  of 
technical  complexities,  are  by  no 
means  uncommon.  Sometimes  the 
delays  are  caused  by  the  infinitesimal, 
as  in  the  case  of  the  Delta  rocket 
which  had  to  be  aborted  because  a 
transistor  manufacturer,  all  unbe- 
known to  NASA,  made  a  slight  change 
in  his  production  methods.  The  change 
left  small  globules  of  solder  loose 
in  the  transistors.  They  tested  well 
enough  on  the  ground,  but  under  con- 
ditions of  weightlessness  the  globules 


floated  free,  caused  a  short  and  threw 
the  rocket  off  course  to  the  point 
where  it  had  to  be  destroyed.  It  was 
weeks  before  trouble  shooters  traced 
the  hitch  back  to  the  little  black  box. 
Delta  launches  were  temporarily  shut 
down,  but  the  payroll  costs  went  on. 

Pure  money  aside,  there  are  other 
criticisms  of  NASA  in  a  more  philo- 
sophical vein.  Senator  Charles  H. 
Percy  speaks  as  a  man  who  knows 
business  from  his  years  of  heading 
Bell  &  Howell;  government  from  his 
current  stint  in  the  U.S.  Senate;  and 
the  academic  world  as  a  trustee  of  the 
California  Institute  of  Technology 
(which  manages  NASA's  Jet  Propul- 
sion Laboratory).  Percy  argues  that 
no  government  agency  can  ever  quite 
measure  up  to  the  efficiencies  of  a 
really  well-run  corporation.  There  is 
a  pinch  of  philosophy  in  that  state- 
ment, of  course,  just  as  there  is  a 
pinch  of  opposing  philosophy  in 
Webb's  contention  that  government 
can  show  business  a  thing  or  two  about 
how  to  handle  the  big  jobs. 

Talking  to  graduates  of  the  Harvard 
Graduate  School  of  Business  Adminis- 
tration's advance  management  pro- 
gram a  while  ago,  for  instance,  Webb 
said  there  was  "little  in  the  textbooks 
or  in  the  case  histories"  NASA  could 
rely  on  to  help  it  attack  the  hideous 
cost  and  time  problems  of  what  is 
"probably  the  greatest  experiment  to 
date  in  the  design,  development,  test 
and  use  of  large  complex  systems  and 
subsystems."  Industry  could  learn 
much,  Webb  continued,  from  the  "new 
approaches  and  new  techniques"  of 
management  NASA  had  developed. 

Some  NASA  contractors,  speaking 
off  the  record,  not  only  maintain  that 
Webb  claims  too  much,  but  are  very 
much  afraid  that  a  case  of  Parkinson- 
ism is  setting  in,  particularly  in  areas 
such  as  earth  satellites  that  might  bet- 
ter be  left  strictly  to  development  by 
private  enterprise. 

To  those  objections,  Jim  Webb  tends 
to  reply  that  problems  are  inevitable 
in  a  pioneering  enterprise  and  easy 
enough  to  set  right  as  time  goes  on. 
His  basic  picture  of  space  exploration 
is  so  cosmic  and  his  personal  commit- 
ment so  intense  that  he  is  impatient 
with  criticism,  no  matter  how  well  in- 
tentioned.  Like  all  True  Believers,  he 
is  close  to  being  a  fanatical  defender  of 
his  faith,  which  is  NASA  and  its  ac- 
complishments. 

Objectively,  what  does  the  record 
show?  That  NASA's  accomplishment 
is  something  less  than  Webb's  claims 
for  it,  but  more  than  his  bitterest 
critics  are  willing  to  admit.  A  good 
deal  more,  in  fact,  for  on  both  the 
technological  and  managerial  fronts, 
NASA  is  advancing  the  U.S.  into 
brand-new  territory.  ■ 
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Do  You  Own  Mutual  Funds? 


Do  Mutual  Funds  Own  You? 


Whether  mutual  funds  own  shares  in 
your  company  or  whether  you  own 
shares  in  mutual  funds,  the  year's 
most  important  Report  for  either  or 
both  of  you  is  Forbes  August  1 5 
issue  which  each  year  rates  the 
performance  of  all  the  leading 
mutual  funds. 

This  Annual  Mutual  Fund  Rating 
Issue  of  Forbes  is  the  most  widely  read 
publication  of  its  kind  by  everyone 
who  matters  in  the  management  of 
mutuals  and  by  everyone  to  whom  the 
performance  of  mutuals  matters. 

Companies  who  have  something  to  say 
to  the  potential  and/or  actual  fund 
shareholders  of  their  stock,  or  funds 
who  want  to  talk  to  their  actual 
and/or  potential  shareholders  will 
reach  them  all  in  the  pages  of  the 
August  15  Forbes  Mutual  Fund  Rating 
Issue. 


Forbes  readers  don't  just  own 
American  business. 
They  run  it. 


Side  Lines 


Ever  since  the  first  survey  appeared  in  1956,  Forbes 
statisticians  have  been  working  hard  to  improve  our 
methods  of  measurement.  Today  we  think  that  they  are 
about  as  fair,  meaningful  and  impartial  as  we  can  make 
them.  The  important  thing  is  this:  These  are  not  mere- 
ly raw  numbers;  they  are  an  attempt  to  render  a  quali- 
tative judgment  on  mutual  fund  performance  from  the 
numbers  themselves. 

Applying  a  carefully  worked-out  set  of  standards  to 
fund  performance,  our  statisticians  have  graded  the 
funds  on  a  scale  ranging  from  A  +  to  D  —  .  They  have 
been  rated  for  their  performance  in  both  rising  and 
declining  markets. 

These  Consistency  Ratings  are  based  on  fund  per- 
formance in  eight  distinct  periods,  four  of  rising  mar- 
kets and  four  of  declining  markets.  The  four  periods 
of  rising  markets:  1)  Oct.  25,  1957  to  Dec.  31,  1959; 

2)  Sept.  30,  1960  to  Dec.  31,  1961;  3)  June  30,  1962 
to  Feb.  9,  1966;  4)  Oct.  7,  1966  to  May  8,  1967.  The 
four  periods  of  declining  markets:  1 )  June  30,  1957  to 
Oct.  25,  1957;  2)  Dec.  31,  1959  to  Sept.  30,  1960; 

3)  Dec.  31,  1961  to  June  30,  1962;  4)  Feb.  9,  1966  to 
Oct.  7,  1966. 

For  each  "up"  period,  Forbes  statisticians  asked: 
Did  the  fund  do  better  than  the  averages?  Did  it  merely 
keep  up?  Or  did  it  actually  fall  behind  the  averages? 
Funds  that  managed  to  keep  up  with  Standard  &  Poor's 
500  stock  average  in  all  four  of  the  up  periods  received 
a  B  +  for  consistency.  Funds  that  kept  up  three  times 
got  a  B;  twice,  a  C  +  ;  once,  a  C.  Funds  that  did  poorer 
than  the  averages  in  all  four  periods  received  a  D.  A 
fund  that  succeeded  not  only  in  outperforming  the 
average  every  time,  but  in  outperforming  it  by  20% 
or  better,  rated  an  A  +  ;  by  10%  to  19.9%,  an  A.  A 
fund  that  was  consistently  beaten  by  the  averages  by  a 
margin  of  10%  rated  a  D  — .  A  similar  rating  system 
was  applied  to  "down"  periods.  No  ratings  have  been 
given  when  a  fund  did  not  exist  for  at  least  two  up  and 
two  down  periods. 

Note  this  carefully:  A  fund  may  look  better  in  sheer 
dollar  figures  than  it  does  in  the  Consistency  Ratings— 
or  vice  versa.  Reason:  Dollar  figures  are  more  easily 
distorted  by  one  dramatic  good  or  poor  period. 

The  balanced  funds  are  not  measured  against  the 
S&P  index.  Instead,  we  have  measured  them  against 
the  average  performance  of  the  ten  largest  balanced 
funds  in  Forbes'  survey. 


Forbes:  capitalist  tool 
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We'll  tell  you  all  about 


We  began  to  break  with  the  past  in  1958. 

Brought  in  a  brilliant  young  management  team, 
'ut  the  stress  on  enterprising  investments.  Modernized  our  facilities. 

Since  then,  we've  added  20  branch  offices, 
50  employees  and  thousands  of  new  customers, 
iet  in  touch  with  the  men  at  McDonnell  &  Co. 


This  kind  of  growth  could  be  catching. 


MfDonnelUco 


ambers  New  York  Stock  Exchange  and  other  principal  exchanges  •  120  Broadway,  New  York 

)w  York  •  Alexandria  •  Asbury  Park  •  Beverly  Hills  •  Boston  •  Century  City  •  Chicago  •  Denver  •  Detroit  •  Los  Angeles  ■  Newark  •  Oakland  •  San  Francisco  •  San  Jose 

■ms  River  •  Washington.  D.C.  •  Honolulu  •  Paris  •  P.P.  Ristine  Division  Offices:  Doylestown  •  Elizabeth  •  Philadelphia  ■  Red  Bank  •  Ridgewood  •  Westfield 
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Eofgiomic  Recession  as  defined 
treat)  of  Economic  Research 
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Composed  of  the  following  compont 

.  How  much  are  we  producing? 
(FRB  index) 

.  How  many  people  have  been 
laid  off?  (U.S.  Dept.  of  Labor 
initial  unemployment  claims) 

.  How  intensively  are  we  work- 
ing?  (BLS   average   weekly 


hours  in  manufacturing) 
,  How  much  hard  goods  are  we 
ordering?  (Dept.  of  Comm. 
durable  goods  new  orders  of 
last  3  months  related  to  in- 
ventories) 
.  How  much  are  people  spend- 
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.  How  much  are  we  building? 
(Dept.  of  Comm.  private  non  .Are  consumers  taking  on 

farm  housing  starts)  more  or  less  debt?  (Federal 

Reserve  net  change  in  con- 
.  How  much  are  workers  earn-  sumer  installment  debt) 
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Exceeding  the  Dosage 

J. P.  Morgan  once  pointed  out  that  the  only  thing  you 
could  sa>  with  certamt\  about  the  stock  market  is  that 
it  will  fluctuate.  Which  is  what  makes  borrowing  on  stocks 
nsk>  When  the  stock  goes  down  the  amount  of  the  loan 
does  not.  and  the  borrowers  equity  can  melt  away.  If  a 
stock  drops,  say,  40rc .  the  man  who  owns  it  outright 
sutlers  a  40%  loss.  But  if  he  has  borrowed  50%  of  the 
value,  he  sutlers  an  Su  loss;  he  just  doesn't  have  enough 
of  a  cushion.  The  Federal  Reserve  Board  has  the  authority 
to  determine  the  size  of  that  cushion,  and  last  month  it 
raised  it  from  70%   to  80%  of  the  value  of  a  stock. 

Even  before  that,  the  Fed  had  moved  to  close  loopholes 
that  allowed  speculators  to  avoid  the  margin  limits.  In 
March,  it  extended  its  control  beyond  banks  and  brokers 
and  corralled  previously  unregulated  lenders  such  as  fac- 
tors, which  were  lending  large  amounts  on  stock  in  return 
for  interest  charges  that  ran  as  high  as  25%  annually. 

The  whole  effort,  of  course,  has  been  directed  at  cooling 
ofl  this  year's  record-breaking  stock-market  speculation. 
In  years  of  dull  markets,  the  Fed  allows  a  generous  mar- 
gin, say.  50%.  If  a  man  buvs  200  shares  of  a  $5  stock  on 
margin,  he  might  see  his  $500  equity,  if  his  stock 
doubles,  become  worth  $1,500.  That  means  he  can  borrow 
another  $500  and  buy  more  stock.  But  if.  as  in  the  red-hot 
market  of  1968.  he  can  borrow  only  20%  on  his  gains,  or 
$200.  his  speculative  buying  power  is  cut  by  more  than 
half.  His  gains  are  not  reduced,  but  his  ability  to  pyramid 
on  them  is  all  but  eliminated. 

Most  people  follow  the  rules,  and  so  the  Fed  does  have 
some  real  power  against  excessi\e  speculation.  "If  the 
margin  requirements  are  just  90%  effective,"  says  one 
Securities  &  Exchange  lawyer,  "they  achieve  their  purpose 
— the  limitation  of  excessive  credit  in  the  stock  markets." 

On  an  individual  basis,  however,  many  speculators  do 
not  follow  the  rules.  For  those  willing  to  disobey  the  spirit 
but  not  the  letter  of  the  law,  loopholes  still  remain.  You 
can  borrow  stock-market  money  abroad,  so  long  as  the 
loan  is  not  arranged  through  a  U.S.  bank.  Over-the-counter 
stocks  are  not  yet  subject  to  margin  requirements,  and 
banks  have  been  known  to  lend  as  much  as  50%  of  the 


value  of  a  popular  over-the-counter  stock.  Such  loans  may 
come  to  a  halt,  however,  because  legislation  has  already 
been  introduced  in  Congress  that  will  bring  over-the- 
counter  stocks  into  the  Fed's  margin  fold. 

For  those  speculators  who  are  not  to  be  stopped  even 
by  the  law,  there  is  always  the  bank  plus  a  little  deception. 
When  a  man  borrows  on  his  stocks,  he  signs  a  statement  of 
purpose.  If  he  says  the  loan  is  to  buy  more  stock,  the  bank 
must  limit  its  lending  to  the  official  margin.  By  misstating 
his  purpose,  a  borrower  can  get  far  more  margin  on  a  stock 
than  the  margin  rules  permit.  Often,  there  is  not  too  much 
the  bank  can  do  about  this  practice.  Says  one  credit  man: 
"I  can't  say  to  a  customer,  'You're  lying.'  If  he  wants  to 
sign  a  fraudulent  statement  of  purpose,  he  can  certainly 
by-pass  the  margin  requirements."  Besides,  loans  on  stock 
are  good  loans.  The  stock  can  be  sold  out  if  it  drops. 

Severe  but  Unused.  A  bank  is  free  to  lend  as  much  on 
a  stock  as  good  banking  practice  dictates,  and  it  is  possible 
for  banks  to  lend  as  much  as  70%  of  the  value  of  a  blue- 
chip  stock.  Although  the  penalties  to  the  borrower  for  the 
misstatement  of  purpose  are  severe — a  $10,000  fine  and/ or 
two  years'  imprisonment — detection  is  extremely  difficult, 
if  not  impossible.  One  40-year  veteran  banker  in  a  busy 
midtown  New  York  branch  cannot  recall  a  single  case  in 
which  an  individual  has  been  caught.  "Yet,  I  would  esti- 
mate," he  says,  "that  the  majority  of  customers  who  are 
borrowing  against  their  stocks  are  using  the  money  to  buy 
more  stock." 

The  amount  of  unauthorized  credit  in  the  stock  market, 
like  the  number  of  perfect  murders,  is  unknown.  But 
whenever  it  gets  substantial,  it  can  have  a  dangerous 
effect  in  a  bear  market,  or  even  in  bull-market  dips.  The 
heavily  leveraged  investor  is  called  by  the  bank  and  asked 
for  more  collateral.  If  he  hasn't  got  it,  the  stock  is  dumped. 

A  tragic  instance  of  trying  to  hold  on  to  highly  leveraged 
stock  is  under  scrutiny  in  New  York,  where  James  Marcus, 
New  York's  former  water  commissioner,  has  pleaded  guilty 
to  taking  bribes.  It  was  his  attempt  to  keep  his  market  posi- 
tion in  a  stock  highly  leveraged  at  20%  by  borrowing  from 
a  factor  that,  according  to  his  own  testimony,  started  him 
toward  his  downfall.  Although  his  case  is  not  typical,  it  is 
a  reminder  that  leverage  works  both  ways.  ■ 
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MARKET  COMMENT 

by  L  0.  HOOPER* 

When  'Tis  Folly  To  Be  Wise 


This  is  a  hectic  stock  market.  The 
volume  of  trading  is  at  record  levels. 
More  millions  of  people  are  actively 
interested  than  ever  before.  Many  of 
the  stocks  which  seem  to  do  best  are 
issues  representing  companies  which 
are  small  and  unseasoned  and  engaged 
in  entirely  new  lines  of  business.  Most 
of  the  stocks  which  are  disappointing 
their  owners  by  not  going  up  evidence 
proprietorship  in  big  seasoned  institu- 
tions with  a  long  record  for  depend- 
able earnings  and  dividends.  To  con- 
servative financial  people,  some  of 
what's  going  on  does  not  make  sense. 
Indeed,  we  seem  to  be  in  a  period 
when  it  is  folly  to  be  wise — and  un- 
profitable too! 

Like  many  other  contemporary  phe- 
nomena, however,  things  in  the  finan- 
cial markets  are  not  so  complicated  as 
they  seem.  There  are  well-defined  rea- 
sons for  current  trends.  Some  of  the 
dire  conclusions  of  extreme  conserva- 
tives are  as  far  from  reality  as  the  far- 
out  reasoning  of  tip-happy,  get-rich- 
quick  speculators  who  are  now  profit- 
ing from  inexperience  and  folly. 

Not  Volume  but  Quality 

In  the  first  place,  although  the  vol- 
ume of  trading  is  much  higher  than 
for  most  of  the  past  30  years,  it  really 
is  not  as  big  as  it  looks.  We  had  2- 
million-  and  even  5-million-share  days 
on  the  New  York  Stock  Exchange 
when  there  were  only  around  a  billion 
shares  listed.  Today  there  are  about 
12  billion  shares  listed.  That  means 
that  a  12-million-share  day  is  about 
what  a  1 -million-share  day  was  40 
years  ago.  To  equal  a  1 5-million-share 
day  (we  had  some  in  1929)  today,  the 
NYSE  would  have  to  do  180  million 
shares  per  session.  The  turnover  of 
ownership  of  stocks  is  significantly 
higher  than  it  was  a  year  ago,  two  or 
five  years  ago;  but  in  the  first  half  of 
1968  it  has  been  only  about  22% 
higher  than  a  year  ago  on  the  NYSE. 

What  really  is  better  evidence  of 
overspeculation,  of  course,  is  that  vol- 
ume on  the  ASE  in  the  first  half  of 
the  year  is  up  about  57%,  and  that 
over-the-counter  volume  probably  is 
up  even  more  than  that.  The  point  is 
that  one  should  not  worry  so  much 
about  the  increase  in  volume  as  about 
the  quality  and  nature  of  the  shares 
in  which  there  is  so  much  trading. 


Just  why  do  we  have  all  this  inter- 
est in  stocks?  The  big  reason  is  that 
for  20  years  money  has  been  made 
in  stocks  and  lost  in  bonds,  which  is 
more  or  less  inevitable  in  a  period  of 
gentle  inflation.  Recently,  too,  infla- 
tion has  been  proceeding  at  a  rate  of 
about  4'/2%  per  annum  vs.  a  2% 
compounded  rate  during  most  of  the 
previous  19  years,  and  inflation 
(among  other  things)  has  begun  to 
take  a  bigger  toll  in  the  bond  market. 

Investors  have  come  to  realize  that 
a  7%  coupon  on  a  bond  really  is  only 
a  2V2  %  coupon  if  the  buying  power 
of  the  principal  is  likely  to  depreciate 
at  the  rate  of  4Vi  %  per  annum.  And 
it  may  be  reasoned  a  3%  return 
on  a  stock  (which  probably  will  ap- 
preciate in  value)  is  a  better  deal 
than  a  7%  return  on  a  bond.  This 
assumes,  of  course,  that  the  dollar 
price  of  the  bond  won't  go  down, 
but  that  the  dollar  each  year  will  buy 
4V2  %  less  in  goods  and  services.  Here 
it  may  be  added  that  goods  and  com- 
modities probably  won't  go  up  as  fast 
as  the  cost  of  services  because  in  our 
economy  the  average  family  now 
spends  more  money  on  services  than 
on  goods  and  commodities. 

But  why  all  this  interest  in  "new" 
companies  and  "new"  industries  and 
the  neglect  of  proven  quality  and  com- 
panies which  are  institutions  rather 
than  ventures?  The  academic  (and  of- 
ten the  practical)  answer  is  that  the 
investor  is  seeking  something  that  will 
"grow  faster  than  the  economy."  He 
feels  that  when  a  company  grows 
only  as  fast  as  the  economy,  his  capital 
stands  still.  Nowadays,  don't  forget, 
capital  gains  is  the  sole  aim  of  most 
common  stock  investors,  whether  per- 
sonal or  institutional. 

There  is  another  more  subtle  in- 
fluence working  in  the  stock  market 
today.  It  is  the  favorable  environment 
in  which  today's  investors  and  today's 
institutional  decision  makers  have  lived 
their  whole  business  lives.  Today 
practically  every  item  in  most  port- 
folios is  held  at  a  profit.  The  market 
setbacks  since  World  War  II  may  have 
"bent"  investors  a  few  times  but  few 
really  "went  broke."  That's  partly  be- 
cause most  bull  moves  in  recent  years 
have  been  built  on  cash  rather   than 

*Mr.  Hooper  is  associated  with  the  New  York 
Stock  Exchange  firm  of  W.E.  Hutton  &  Co. 


credit.  However  it  may  be,  this  genera- 
tion of  common  stock  investors  never 
really  has  known  disaster — and  it  is 
not  easily  scared.  The  "old  fellows" — 
the  few  who  are  left — do  get  scared 
because  they  have  lived  through  the 
full  cycle  of  other  periods  of  specula- 
tions. 

Then,  as  I  have  been  stressing  in 
every  column  since  March,  there  still 
is  a  tremendous  amount  of  cash  flow- 
ing into  the  stock  market  via  the 
coffers  of  the  mutual  funds,  the  pen- 
sion funds  and  the  other  institutions. 
Raising  margin  requirements  to  80% 
or  even  to  100%  (which  is  inevitable) 
does  not  take  the  life  blood  out  of  a 
speculation  which  is  fed  largely  by 
cash  rather  than  credit. 

An  Unpleasant  End? 

I'm  not  going  to  try  to  predict  what 
will  end  this  speculation  and  bring 
about  the  eventual  disillusionment.  1 
think  it  is  far  too  early,  and  that  the 
fatal  catalyst  will  be  something  no  one 
is  even  thinking  about  now.  For  the 
time  being  we  might  as  well  relax  and 
enjoy  it,  recognizing  that  there  will  be 
unpleasant  wrinkles,  but  that  these 
probably  will  be  just  passing  incidents 
in  the  upward  trend.  For  a  while  long- 
er it  may  not  pay  to  be  prudent,  and 
it  probably  will  be  foolish  to  be  wise. 
But  please  remember  that  this  is  an 
era  of  "great  speculation,"  and  that 
all  previous  "great"  speculations  even- 
tually have  come  to  an  unpleasant  end. 
This  may  be  the  one  exception  of  all 
financial  history,  but  I  doubt  it. 

The  task  of  selecting  things  to  buy 
in  a  market  like  this  is  more  of  a 
problem  in  psychology  and  surveil- 
lance of  the  operations  of  institutions, 
conglomerates  and  fast-moving  specu- 
lators than  a  problem  of  locating  val- 
ues through  traditional  analytical  pro- 
cesses. Many  things  that  are  high  are 
going  higher  and  many  things  that  are 
essentially  cheap  may  not  go  up 
enough  to  please  you. 

I  wish  my  readers  did  not  expect 
buying  suggestions  right  now.  But  here 
are  a  few,  "given  in  a  low  key": 

Brunswick  Corp.,  Syntex,  Ethyl, 
GAF  Corp..  General  Development. 
Signal  Companies.  KLM  Royal  Dutch 
Airlines.  Federal  Pacific  Electric.  EG- 
&G.  Owens-Coming  Fiherglas,  Cana- 
dian Pacific,  Freeport  Sulphur,  Pan 
American  Sulphur,  American  Research 
&  Development,  Union  Bag  Camp  and 
Armco  Steel.  ...  I  would  also  buy 
Texas  Gulf  Sulphur.  A  court  decision 
on  the  ownership  of  the  Kidd  Mine 
should  come  out  soon.  If  TG  wins, 
the  stock  should  go  up.  If  TG  loses, 
the  stock  will  go  down  and  be  a  bet- 
ter buy.  Whatever  the  decision,  it  prob- 
ably will  be  appealed.  ■ 
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What  do  you  look  for 
in  your  stocks? 


Strong  price  performance  in  the  next  12  months? 

Wide  appreciation  potentiality  in  the  next  3  to  5 
years  ? 

High  yield  in  the  next  12  months? 

Quality,  in  terms  of  growth  and  stability, 
over  the  very  long  term  (beyond  5  years)  ? 


Value  Line,  alone  among  invest- 
ment advisory  services,  rates  1400 
widely  held  stocks  systematically 
every  week  for  (1)  Market  perform- 
ance in  the  next  12  months  ...  (2) 
Appreciation  in  the  period  3  to  5 
years  hence  . . .  (3)  Yield  in  the 
next  12  months  ...  (4)  Quality 
over  the  very  long  term  (beyond 
5  years). 

How  important  is  each  of 
these  goals  in  terms  of  your 
own  personal  investment 
scheme? 

•  Value  Line  is  the  only  advisory 
service  that  lays  its  forecasts  on 
the  line  every  week,  for  every  one 
of  the  1400  stocks,  in  unequivocal 
numbers  —  never  in  ambiguous  ad- 
jectives. 

•  Value  Line  is  the  only  advis- 
ory service  that  indicates  to  you, 
through  objectively  determined 
probability,  which  of  the  1400 
stocks  are  the  very  best  (l-ranked), 
the  above  average  (ll-ranked),  the 
average  (Ill-ranked),  the  below  av- 
erage (IV-ranked)  and  the  poorest 
(V-ranked)  stocks.  These  determi- 
nations are  published  weekly  and 
are  applied  to  future  price  change 
probabilities  in  three  specific  time 
periods:  (1)  the  next  12  months  .  .  . 
(2)  the  period  3  to  5  years  from 
now  ...  (3)  beyond  5  years  . . . and 
(4)  to  yield  expectancy  in  the  next 
12  months. 

•  Value  Line  is  the  only  advisory 
service  with  a  unique  method  of 
assigning  index  numbers  which  en- 
able you  to  weigh  these  four  attri- 
butes of  each  stock  in  accordance 
with  your  own  investment  goals. 

NOTE:  Not  every  one  of  the  more 
than  1400  stocks  will  perform  in 


the  market  in  accordance  with  its 
ratings.  But  such  a  large  percent- 
age have  in  the  past,  for  reasons 
that  are  logical,  that  you  owe  it  to 
yourself  to  check  every  stock  that 
you  now  hold  or  are  thinking  of 
buying  or  selling  with  Value  Line's 
objective  determinations  of  proba- 
bility. 

Why  not  put  The  Value  Line  In- 
vestment Survey  to  the  profitability 

test  under  our  money-back  guaran- 
tee? If,  for  any  reason,  Value  Line 
should  fail  to  meet  your  expecta- 
tions, return  the  material  within  30 
days  and  your  money  will  be  re- 
funded at  once. 

The  coupon  will  bring  you,  for 
the  term  you  check  —  one  year  for 
$167,  3  months  for  $44,  or  4  weeks 
for  $5  —  the  complete  weekly  edi- 
tions of  The  Value  Line  Investment 
Survey.  Each  edition  consists  of 
full-page   reports  and   ratings  on 


about  105  stocks,  the  12-page 
Weekly  Summary  of  Advices  &  In- 
dex, and  the  8-page  Selection  & 
Opinion  section . . .  plus  the  monthly 
Special  Report  on  insider  trans- 
actions and  quarterly  Special  Re- 
port on  mutual  fund  transactions 
issued  during  the  term  of  your  sub- 
scription. 

BONUS  •  With  the  annual  or  3- 
month  subscription,  Value  Line  will 
ship  to  you  immediately  the  2-vol- 
ume  Investors  Reference  Library 
which  will  give  you  the  latest  re- 
ports on  all  stocks  that  have  been 
published  prior  to  your  subscrip- 
tion. During  the  subscription  period 
all  1400  reports  will  be  updated, 
enabling  you  to  keep  this  ready  ref- 
erence continually  current  as  each 
new  edition  reaches  you. 

The  complete  Value  Line  Survey 
stands  available  to  you  in  your  own 
library  or  office  as  a  ready  refer- 
ence on  1400  stocks  and  about  75 
Special  Situations,  each  systemat- 
ically updated  every  week. 

With  Value  Line  you  are  never  at 
a  loss  for  an  objective  and  current 
appraisal  of  probabilities  within  de- 
fined future  time  periods. 

In  fairness  to  regular  subscribers,  who  pay 
$167  a  year  for  The  Value  Line  Investment 
Survey,  we  cannot  make  the  $5  introductory 
subscription  available  to  those  who  have  had 
such  a  4-week  subscription  within  the  past 
six  months. 


|  I — I  ONE  YEAR- $167 


(52  EDITIONS) 


□  3-MONTH  TRIAL-$  44 
(13  EDITIONS) 


|  Send  me  the  complete  service  for  the  term  checked  plus 

]  —as  a  bonus— the  2-volume  Investors  Reference  Library 

|  consisting  of  Value  Line  sections  published  during  the 

I  13  weeks  preceding  start  of  this  subscription. 

|  □  Payment  enclosed  □  Bill  me 


□  FOUR-WEEK  TRIAL-$5 
(4  EDITIONS) 

Send  me  a  4-week  introduc- 
tory subscription  to  the  full 
service  for  $5.  I  enclose 
payment. 


I 


If  dissatisfied  for  any  reason,  I  have  up  to  30  days  to  return  the  material 
for  a  full  refund  under  your  money-back  guarantee. 

Name  (please  print) 


Address 


?  City. 


AA16-14 


.State 


Zip 


(Subscription  fees  are  deductible  for  incomo  tax  purposes.  N.Y.C.  residents, 
please  add  5%  sales  tax;  other  N.Y.  State  residents,  add  applicable  sales  tax.) 

THE  VALUE  LIIVE 

INVESTMENT   SURVEY 

Published  by  Arnold  Bernhard  &  Co.,  Inc. 
5  EAST  44th  STREET,  NEW  YORK,  N.  Y.  10017 

(No  assignment  ol  this  agreement  will  be  made  without  subscriber's  consent.) 
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NO  LOAD 


$25 


Tnergy 

FUND 

iNCOaroMATIO. 


now,  our  lower  minimums 

permit  you  to  set-up  a  voluntary 

(not  contractual) 

PERIODIC  DOLLAR  PURCHASE  PLAN 

with  a  minimum  of 

$25 

on  monthly  or  quarterly  basis 

after  initial  investment  of 

$100. 

100%  of  your  money  invested  for 
GROWTH  in:  •  electronios  •  electric  utilities 

•  data  processing  •  oil  8.  gas 

•  communications  •  aerospace 

•  transportation  •  nuclear  energy  &  others 


SELF-EMPLOYED  RETIREMENT  PLANS 

ENERGY  FUND  is  a  qualified 
investment  under  Keogh  Act 


kJf\  sales  charge 


redemption  charge 
•  Single  or  Occasional  Purchases 


RALPH  E.  SAMUEL  &  CO.,  Distributor 

Members  N.Y.  Stock  Exchange 

55  Broad  St.,  New  York  10004,  Dept.  F 

To  buy  10  shares  or  more 

phone  collect  (212)  344-5300 

Please  send  me  the  FREE  prospectus 

and  literature  on  ENERGY  FUND. 

NAME — 

ADDRESS 
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METHOD  IS  NOW  ON 
ELECTRONIC  COMPUTER 

COVERS  ALL  NYSE  AND  ASE  STOCKS-Giving 
you:  Full  Name  of  Stock  •  Reference  Point  (Last 
Entry  On  Chart)  •  Recordable  Price  Changes 
(Daily  Price  Changes)  •  Buy  or  Sell  Signals 
•  Price  Objectives  •  Stop-Loss  Points  •  Relative 
Strength  Figure 

Now  after  two  full  years  of  programming  for 
the  electronic  computer,  you  will  be  able  to 
receive  each  week  the  all  new  12  page  Chart- 
craft  Weekly  Service  by  Electronic  Computer. 
The  complete  Chartcraft  Method  of  Point  and 
Figure  Trading  has  been  programmed  and  we 
can  now  give  to  our  subscribers  highly  accu- 
rate, complete,  and  timely  3  box  reversal  point 
and  figure  information. 

You  get  clear  unhedged  advice  when  you 
subscribe  to  the  Chartcraft  Weekly  Service, 
we  may  not  be  right  all  the  time,  but  you 
don't  have  any  "Its,  ands  or  buts"  when  we 
tell  you  the  market  is  going  up  or  down.  You 
can  compare  your  holdings  to  our  weekly  re- 
ports to  see  price  objectives  and  stop-loss 
points— buy  and  sell  signals.  See  what  the 
P&F  charts  say  about  your  stocks. 

Chartcraft  Is  one  of  the  largest  Point  and 
Figure  Service  Publishers  in  the  country,  serv- 
ing both  the  trader  and  investor  with  precise 
market  information  for  over  21  years. 

3  WEEK  TRIAL  AND  CHARTCRAFT 
METHOD  IOOK  ONLY  $10 

When  you  take  a  3-week  $10  trial  to  the 
Chartcraft  Weekly  Service  we  will  also  send 
you  as  a  bonus  by  First  Class  Mail,  the  112- 
page  best  selling  Chartcraft  M.-rhod  book  This 
book  regularly  sells  for  $3.95.  Just  send  your 
check  today  —  $10  for  a  3-week  Trial  —  to 
CHARTCRAFT,  INC.,  Dept.  F-164  1  West 
Ave.,   Larchmont,   N.Y.  10538. 

N.Y.  City  add  5%  Tax.   N.Y.  State  2% 
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STOCK  ANALYSIS 

by  HEINZ  H.  BIEL* 

On  Borrowed  Time 


The  stock  market  is  boiling.  In  re- 
cent weeks  the  daily  trading  volume 
on  the  New  York  and  American  Stock 
Exchanges  combined  has  been  running 
well  in  excess  of  20  million  shares. 
Stockbrokers,  normally  prone  to  en- 
courage rather  than  discourage  trad- 
ing, find  themselves  strained  to  the 
limit  (in  some  instances  beyond  the 
limit)  to  cope  with  the  avalanche  of 
business  that  even  the  experts  of  the 
NYSE  did  not  visualize  as  a  potential 
for  another  five  years.  In  a  desperate 
effort  to  avoid  being  swamped,  Wall 
Street  had  no  choice  but  to  cut  the 
work  week  from  five  to  four  days. 

We  have  known,  of  course,  that  the 
mutual  funds  and  other  institutional 
investors  had  been  sitting  on  an  awful 
lot  of  money  that  was  beginning  to 
burn  holes  in  their  pockets.  After 
all,  in  a  performance  race,  how  can 
you  perform  in  a  rising  market  with 
a  sizable  percentage  of  your  assets  in 
cash?  In  addition,  many  moneyed  in- 
dividuals have  become  infected  with 
inflation  hysteria,  the  fear  that  money 
will  be  losing  buying  power  at  an  ac- 
celerating rate.  Under  such  circum- 
stances, even  a  tax-free  yield  of  5% 
per  annum  is  no  longer  considered 
adequate.  Only  equities — or  such  tan- 
gibles as  real  estate,  paintings  or  gold 
— are    acceptable    inflation    hedges. 

Yet  even  if  we  make  allowance  for 
the  growing  urgency  of  institutional 
and  individual  investors  to  put  much 
or  most  of  their  surplus  cash  into 
stocks,  this  would  not  explain  the  ex- 
plosion of  trading  activity  in  our  stock 
market.  What  has  been  going  on  in 
recent  weeks — and  let's  just  call  a 
spade  a  spade,  even  though  the  NYSE 
does  not  like  the  expression — is  pure 
and  sheer  gambling. 

Imperfect  Indicator 

I  am  not  a  morality  preacher.  If 
gambling  is  what  people  want,  for 
heaven's  sake  let  them  gamble.  But 
if  they  lose  their  shirts,  as  undoubt- 
edly many  of  them  will,  don't  pay  at- 
tention to  their  crying.  They  cannot 
complain  that  they  have  been  inveigled 
into  gambling  by  their  brokers.  With 
margins  now  at  80%,  and  with  warn- 
ings coming  not  only  from  the  heads 
of  the  major  exchanges  but  also  from 
all  responsible  brokerage  firms,  no  one 
can  claim  that  he  wasn't  put  on  notice. 


Forget  about  the  Dow-Jones  indus- 
trial average,  which  even  now  stands 
far  below  its  former  peak  of  1966.  It 
doesn't  tell  the  true  story;  just  as 
the  action  of  AT&T,  which  last  month 
reached  the  lowest  level  in  eight(!) 
years,  gives  an  utterly  distorted  pic- 
ture. As  it  is,  the  only  redeeming  fea- 
ture of  this  market  is  the  comparative 
calm  surrounding  the  "big  money" 
stocks,  like  GM,  GE  or  Standard  Oil, 
which,  at  least  so  far,  have  not  at- 
tracted the  investor  who  is  supposed 
to  be  so  worried  about  inflation. 

This  relative  sobriety  in  a  significant 
segment  of  the  market  merely  under- 
scores the  violent  speculation  that  is 
going  on  elsewhere.  Some  seven  years 
have  gone  by  since  I  first  used  the 
term  Wunderkinder  for  stocks,  often 
new  issues,  which  multiplied  in  price 
for  no  discernible  reason.  The  same 
sort  of  thing  is  happening  once  again. 
New  issues  are  gobbled  up  as  if  they 
were  precious  gems.  More  often  than 
not  they  are  neither  gems  nor  pre- 
cious, but  they  seem  to  be  rare  and 
hard  to  get  and  that  is  why  so  many 
of  them  perform  like  precious  gems. 

A  kill-joy  will  never  win  a  popular- 
ity contest.  Nevertheless,  I  believe  it 
is  time  to  warn  that  this  market  of 
ours  is  becoming  increasingly  hazard- 
ous. As  no  one  can  tell  for  sure  when 
this  house  of  cards  will  collapse,  any- 
one with  a  stake  in  it  should  at  least 
be  cognizant  of  the  risks  involved. 
From  here  on,  in  my  opinion,  pur- 
chases should  be  made  either  on  a 
truly  long-term  basis,  intended  to  be 
held  indefinitely  (the  way  one  buys 
IBM,  for  example),  or  else  strictly  for 
trading  purposes  without  either  hope 
or  expectation  of  being  able  to  realize 
a  long-term  capital  gain.  Therefore,  a 
speculator  who  is  in  a  high  tax  bracket 
should  ask  himself  whether  a  trading 
profit,  taxable  as  income,  is  really 
worthwhile,  considering  the  risk. 

Warnings  are  usually  premature  and 
at  times  even  dangerous.  The  fellow 
who  sold  Brunswick  short  in  1960  was 
crucified  a  year  later.  It  did  him  no 
good  that  events  proved  him  to  be 
right  thereafter.  I  still  think  there  is 
money  to  be  made  in  this  market  on 
the  upside  this  summer,  and  I  would 
not  dare  to  go  short  even  of  the  most 

*Mr.  Biel  is  a  partner  in  the  New  York  Stock 
Exchange  firm  of  Emanuel,  Deetjen  &  Co. 
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crazily  overpriced  stock.  The  point  I 
want  to  stress  is  that  new  commit- 
ments should  be  made  with  wide-open 
eyes  and  no  illusions.  This  is  a  fool's 
paradise  where  it  is  dangerous  to 
stretch  margins  to  the  limit. 

At  mid-June  the  market  still  seems 
to  have  tremendous  momentum.  I  can 
see  a  stock  like  Control  Data  (which  is 
not  in  the  cream-puff  category)  reach 
200,  just  to  give  an  idea  of  my  wear- 
term  bullishness.  Sure,  a  J5-point  po- 
tential looks  appealing,  but  it  is  not 
likely  to  be  "earned"  the  easy  way. 
With  so  much  money  riding  on  so 
many  stocks  whose  intrinsic  value  no 
longer  has  any  relationship  to  pre- 
vailing market  prices.  Wall  Street  is 
bound  to  have  the  jitters  every  so 
often.  As  no  one  can  ever  tell  whether 
this  is  just  another  correction  or  the  be- 
ginning of  the  end.  the  strain  on  the 
speculator's  nerves  is  likely  to  be  quite 
severe  this  summer. 

For  the  Risk-Taker 

Many  people  are  bound  to  disagree 
uith  my  appraisal  of  the  current  situa- 
tion. This  is.  after  all,  essential  for 
any  kind  of  market  where  there  must 
be  a  seller  as  well  as  a  buyer.  Every 
time  one  buys  or  sells  a  stock  one 
should  wonder  whether  the  other  party 
knows  more  or,  possibly,  is  smarter. 
It's  a  healthy  exercise.  Thus,  for  those 
who  disagree  with  my  cautious  think- 
ing, what  should  they  buy? 

Here  are  a  few  stocks  that  I  con- 
sider to  be  fairly  priced,  semispecula- 
ti\e  commitments  where  the  upside 
potential  still  seems  to  outweigh  the 
Jownside  risk:  Westinghouse  Electric 
(74).  a  quality  stock  with  growing 
dynamism.  I  expect  the  proposed  com- 
bine of  Hunt  Foods  (61  ),  Canada  Dry 
and  McCall  to  work  out  well.  Penn 
Central  (80)  intrigues  me  for  many 
reasons.  With  its  huge  tax-loss  carry- 
forward, the  company  has  maximum 
tax  immunity,  while  its  huge  cash  flow 
provides  the  wherewithal  for  diversify- 
ing acquisitions.  Meanwhile,  the  sav- 
ings resulting  from  the  elimination  of 
duplications  and  the  coordination  of 
facilities  should  be  the  source  of  ever- 
growing   profits   in    the    years    ahead. 

Avco's  (48)  character  has  changed 
greatly  during  the  past  several  years. 
The  company  is  often  considered  a 
conglomerate  because  of  its  numerous, 
seemingly  unrelated  mergers  and  ac- 
quisitions. Actually.  Avco  is  proceed- 
ing according  to  plan  rather  than  hap- 
hazardly, the  objective  being  to 
reduce  the  relative  importance  of  de- 
fense-related business  and  to  stress 
noncyclical  service  industries  with  a 
relatively  low  labor  cost  factor.  Record 
earnings  of  better  than  $3.75  a  com- 
mon share  are  expected  in  the  current 
fiscal  year.  ■ 


"GROUND-FLOOR" 

OPPORTUNITIES  IN 

THE  NEXT  BIG 

PERFORMANCE 
GROUP? 

•  In  late  1964,  it  was  COLOR-TV  STOCKS  .  .  . 

•  In  1965,  it  was  the  AIRLINES  .  .  . 

•  In  1966,  it  was  COMPUTER  STOCKS  .  .  . 

•  In  1967,  it  was  GOLDS  &  SILVERS  .  .  . 

What  Will  Be  The 

"INDUSTRY  TO  BUY" 

In  1968? 

INDICATOR  DIGEST  analysts  have  detected  what  they  consider  to  be  the 
first  significant  indications  of  a  new  pattern  in  important  fund  buying, 
which  they  believe  is  signalling  an  "early  alert"  to  the  vital  question  above. 

A  featured  SPECIAL  REPORT  in  the  latest  DIGEST  issue,  entitled,  "THE 
BIG  SHIFT  IN  STOCK  SELECTION"  discusses  the  emerging  evidence  on  the 
identity  of  the  industry  group  which  looks  to  be  getting  ready  for  a  fund- 
powered  dramatic  turn-around. 

Depressed  for  several  years,  this  industry  experienced  a  private  bear 
market  which  reached  the  point  where  quality  companies  which  had  sold 
at  40-50  times  earnings  were  lying  neglected  on  the  bargain-counter  while 
priced  at  only  7-10  times  earnings. 

Now,  institutions  and  funds  have  suddenly  awakened  to  the  realization  that 
these  historical  lows  were  ridiculous  in  the  face  of  the  industry's  earnings 
and  asset  values. 

In  the  view  of  INDICATOR  DIGEST'S  editors,  this  industry  has  "bottomed 
out  with  a  bang;  and,  should  the  rest  of  the  market  nose-dive,  you  will 
find  this  group  defensive  and  recession-proof." 

In  the  considered  view  of  DIGEST  analysts,  this  industry  group  is  in  the 
very  first  rank  of  growth  vehicles. 

Because  they  want  to  expose  as  many  serious  investors  as  possible  to  the 
special  INDICATOR  DIGEST  brand  of  research,  analysis  and  reporting,  the 
editors  are  making  the  current  issue  containing  this  featured  SPECIAL 
REPORT  available  —  AS  A  BONUS  at  no  additional  cost  —  with  a  one-month 
Guest  Trial  subscription  at  the  truly  token  introductory  price  of  only  $2. 

(The  record  achieved  to  date  by  INDICATOR  DIGEST  is  not  a  guarantee  of 
equal  future  results.) 
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A  COMPREHENSIVE  SURVEY  OF  STOCK  MARKET.  BUSINESS  AN0  MONETARY  INDICATORS 

INDICATOR  DIGEST,  INC.  —  Palisades  Park,  N.  J.  07650 

Please  send  me  the  latest  INDICATOR  OIGEST  issue  containing  the  SPECIAL  REPORT: 
"The  Big  Shift  In  Stock  Selection"  —  AS  A  BONUS  at  no  additional  cost  —  with  my 
one-month  (2-issue)  Guest  Trial  Subscription  for  only  $2    My  remittance  is  enclosed. 

Name 

Address 

City 


State. 


(This  subscription  cannot  be  assigned  without  subscriber's  consent.) 


Zip 
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Higher  Earnings 


R  SAVINGS 


You  earn 

5.13% 

at  our  cur- 
rent rate  of 

5.00% 

if  account 
held  1  year. 

.25% 

bonus 
available 

Assets  over  $700,000,000 
SAFETY— More  than  $250,000,000  in 
accounts  over  $10,000  each. 
AVAILABILITY- High  14%  liquidity 
ratio  assures  prompt  avail- 
ability of  your  funds. 
SAVE  BY  AIR  MAIL-We  (|ll 
process  promptly  and  pay  ^SSJB^ 
air  mail  postage  both  ways. 

*Funds  received  by  the  10th  of  any 
month  earn  from  1st;  thereafter  from 
date  of  receipt.  Earnings  compounded 
daily  and  paid  to  date  of  withdrawal. 


COAST  FEDERAL  SAVINGS 


I     To:  George  Ross  7-120A-8 

j    Coast  Federal  Savings  l  Loan  Assn.  FR 

9th  J,  Hill,  Los  Angeles,  California  90014 

D  Please  open  a  savings  account.  Enclosed  is 

my  check  in  the  amount  of  $ 

|     □  Individual  Account  □  Joint  Account 

j     □  Here's  my  passbook.  Transfer  my  account. 
j     D  Please  send  full  information  on  bonus  accts. 

I     Name(s) . 


I 


Address. 


-Zip- 


BROAD   STREET 

INVESTING 

CORPORATION 


A  BROAD    STREET 
GROUP    FUND 


th 


154 

consecutive 

quarterly 

dividend 


o 


11  Cents  a  Share 

Payable  June  28,  1968 
Record  Date  June  10,  1968 
65  BROADWAY,  NEW  YORK,  NY.  10006 


COLUMBIA  PICTURES 
CORPORATION 

The  Board  of  Directors  at 
a  meeting  held  today  de- 
clared a  cash  dividend  of  1 5 
cents  per  share  on  its  out- 
standing Common  Stock, 
payable  July  19,  1968, 
to  stockholders  of  record 
June  28,  1968. 

S.    H.    MALAMED 
Vice  Pro.  &  Treat. 
New  York,  June  13,  1968 


TECHNICIAN'S  PERSPECTIVE 

by  JOHN  W.   SCHULZ* 


Still  A  Bull  Market,  But .  . . 


Early  last  month,  a  tidal  wave  of 
demand  carried  the  broad-based  stock 
price  indices  to  new  all-time  highs. 
This  reaffirmed  the  existence  of  a 
bull  market  that  has  been  under  way 
since  October  1966  but  was  obscured 
by  a  sequence  of  indecisive  fluctua- 
tions during  the  last  quarter  of  1967 
and  the  first  quarter  of  1968.  Trading 
volume  on  the  New  York  Stock  Ex- 
change also  posted  a  new  weekly  rec- 
ord in  the  first  week  of  June — a  broadly 
encouraging  fact  because,  in  the  past, 
share-turnover  peaks  have  tended  to 
occur  well  ahead  of  final  bull-market 
highs. 

The  surge  of  buying  that  produced 
these  phenomena  mirrored  a  curious 
compound  of  wild  public  speculation 
and  mushrooming  institutional  invest- 
ment demand.  It  was,  in  fact,  possible 
to  recognize  two  distinctly  separate 
bull  markets — one  on  the  American 
Stock  Exchange  and  in  the  over-the- 
counter  market,  where  people  seemed 
to  be  running  after  stocks  on  little 
more  than  tips,  rumors  and  romantic 
notions;  the  other,  on  the  Big  Board, 
where  institutional  and  other  profes- 
sional investors  seized  on  almost  any 
sensible  excuse  to  buy  bushels  of 
"respectable"  common  stocks. 

Together,  these  two  sources  of  de- 
mand placed  so  severe  a  strain  on 
stock-market  facilities  that  a  some- 
what astonished  brokerage  community 
found  itself  forced  to  go  temporarily 
on  a  four-day  week.  And  the  Federal 
Reserve  Board,  in  an  attempt  to  curb 
the  use  of  credit  by  speculators,  raised 
the  margin  requirement  from  70%  to 
80%.  Whether  these  measures  alone 
could  effectively  lower  the  stock  mar- 
ket's temperature  seemed  rather 
doubtful  at  press  time.  After  all,  insti- 
tutional investors  still  had  embarrass- 
ingly large  cash  reserves  to  put  into 
common  stocks;  the  shortened  trading 
week  might  simply  postpone  the  time 
when  these  cash  holdings  are  reduced 
to  more  normal  proportions.  So,  for 
some  time  still,  institutional  demand 
will  probably  continue  to  be  the  single 
most  important  source  of  potential 
support  for  stock  prices. 

The  increased  margin  requirement 
will,  of  course,  do  nothing  to  curb 
institutional  demand  for  stocks,  and 
its  impact  on  over-all  speculative  buy- 
ing is  apt  to  be  relatively  light.  To  be 


sure,  it  will  lower  the  amount  people 
can  borrow  against  listed  shares  in 
ord.er  to  chase  the  rainbow  in  the  over- 
the-counter  market;  and  reduced  loan 
values  may  cut  back  some  of  the  more 
reckless  public  buying  on  the  New 
York  and  American  Stock  Exchanges. 
But  total  buying  power  in  existing 
margin  accounts  carried  by  NYSE 
member  firms  has  been  shrunk  by  only 
\1Vi%.  True,  this  means  a  drop  of 
some  $1  billion  from  the  aggregate 
S8.1 -billion  purchasing  potential  avail- 
able to  those  accounts  at  the  end  of 
April.  However,  the  bulk  of  this 
potential  has  lain  dormant  all  along; 
so,  in  practice,  the  cutback  should 
work  out  to  only  a  small  fraction  of 
Si  billion — peanuts  by  comparison 
with  the  surplus  cash  probably  still  in 
the  hands  of  the  market-dominating 
institutional  investors.  Moreover,  high- 
er margins  generally  tend  to  restrict 
the  supply  of  equities  by  making  spe- 
culators, anxious  to  preserve  old  loan 
values,  loath  to  sell. 

Be  Selective 

But  there  are  nontechnical  consider- 
ations that  can  slow  the  uptrend's 
momentum,  even  on  the  investment 
sector.  In  the  aftermath  of  the  polit- 
ical upheaval  in  France,  a  determined 
show  of  cooperation  among  central 
banks  and  governments  averted  an 
international  currency  crisis  that  might 
have  led  to  devaluation  of  the  dollar 
in  one  form  or  another.  Thus,  the 
flight  from  the  dollar  into  stocks, 
widely  credited  with  causing  the  early- 
June  price  explosion,  seems  to  be 
subsiding.  As  a  motive  for  buying 
stocks,  it  may  well  yield  to  a  revival 
of  confidence.  But  in  subsiding,  it  can 
also  give  investors  a  fresh  opportunity 
to  ponder  the  likelihood  that  the  up- 
trend in  over-all  corporate  after-tax 
earnings  will  level  off  in  the  current 
quarter  and  may  remain  flat  well  into 
1969.  Given  this  prospect,  investment 
demand  should  logically  become  more 
and  more  selective,  in  which  case  the 
advance  in  the  averages  will  gradually 
decelerate  while  strength  concentrates 
in  those  areas  (e.g.,  airlines  and 
chemicals)  where  1968-69  earnings 
gains  are  in  sight  and  P/E  ratios  are 
still  relatively  low.  ■ 

•Mr.  Schulz  is  a  partner  in  the  New  York  Stock 
Exchange  firm  of  Wolfe  &  Co. 
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THE  MARKET  OUTLOOK 


by  SIDNEY  B.  LURIE* 


Fears  For  The  Future 


To  me.  the  disturbing  aspect  of  this 
broad-based  advance  is  not  the  high 
volume  but  the  individual  speculative 
excesses.  The  resemblance  to  1961-62, 
and  what  I  suspect  was  the  1928-29 
pattern,  is  too  marked  to  go  unnoticed. 
Yet  I  doubt  that  the  May  high  of 
935.68  in  the  DJI  will  be  the  ultimate 
high  for  1968.  My  concern  therefore 
relates  more  to  later  in  the  year  than 
today.  Meanwhile,  I  suggest  an  inter- 
est in  the  stocks  with  a  special  story. 
In  my  opinion,  the  record  of  Wal- 
ter E.  Heller  is  a  perfect  illustration  of 
the  point  that  the  major  money  lend- 
ers are  less  vulnerable  to  rising  inter- 
est rates  than  is  popularly  believed. 
The  earnings  (before  reserves  for 
losses)  of  the  company's  finance  di- 
vision were  up  sharply  in  the  "crunch" 
year  of  1966  and  they  increased  com- 
fortably, despite  higher  interest  rates, 
in  the  first  quarter  of  1968.  In  addi- 
tion. Heller  has  at  least  two  special 
pluses  1  )  It  has  established  a  Euro- 
pean network  of  branches,  which 
should  be  a  platform  for  future  growth 
in  a  largely  untapped  market.  2)  The 
management  is  interested  in  what 
might  be  termed  a  "full  finance"  con- 
cept— pointing  to  diversification  via  a 
bank,  a  life-insurance  company,  a 
mortgage  company  and/ or  a  mutual 
fund.  While  profits  of  the  manufactur- 
ing division  probably  will  decline  this 
year  (43  cents  per  share  was  contrib- 
uted in  1967),  I  believe  the  company's 
consolidated  earnings  should  be  in  the 
$1.35-per-share  area  as  compared  with 
$1.22  in  1967  and  $1.06  in  1966. 

Profits  Peak 

I'm  intrigued  with  FMC  Corp.:  I 
believe  the  company  now  is  back  on 
the  growth  track  that  enabled  sales 
and  earnings  to  roughly  triple  between 
1961  and  1966.  The  special  problems 
that  penalized  1967  results,  such  as 
heavy  start-up  costs  in  a  Canadian 
plant,  strikes,  a  now-corrected  loss  in 
a  defense-product  plant,  will  not  be 
present  this  year.  Business  is  excellent 
in  most  of  the  company's  product 
lines,  particularly  in  textile  fibers 
(23%  of  last  year's  sales).  With  total 
sales  likely  to  be  up  7%  to  8%  and 
pretax  profits  substantially  more,  I  be- 
lieve 1968  earnings  will  reach  a  new. 
high  of  about  $2.35  on  the  present  tax 
basis   vs.   $1.86  per  share  last  year. 


The  market  action  of  a  number  of 
airline  stocks  indicates  that  the  specu- 
lative disillusionment  is  over.  It's  not 
that  the  profit-margin  squeeze,  which 
has  adversely  affected  the  entire  air 
transportation  industry,  is  over.  In  the 
case  of  United  Air  Lines,  for  example, 
first-quarter  earnings  would  have  been 
close  to  $10  million  rather  than  rough- 
ly half  a  million  if  the  line  had  been 
able  to  maintain  last  year's  yield  and 
unit  costs.  But  the  fact  remains  that  if 
one  waits  for  the  earnings  turnabout 
to  be  as  obvious  as  the  decline,  the 
price  won't  be  the  same.  United  is 
adding  more  jets  to  its  fleet  in  1968 
than  any  commercial  carrier  has  ever 
placed  in  service  in  one  year.  Depend- 
ing on  the  extent  of  the  third-quarter 
traffic  gain,  I  can  visualize  $3  earn- 
ings, and  possibly  as  much  as  the  1967 
profit  of  some  $4.19  per  share.  UAL 
could    be   an   interesting   speculation. 

Martin  Marietta  could  also  be  an 
interesting  speculation  since  the  basic 
character  of  the  company's  aerospace 
activities,  which  contribute  over  60% 
of  sales,  is  essentially  gaited  to  peace 
and/  or  defense  rather  than  war.  The 
company's  commercial  businesses, 
which  contributed  some  74%  of  last 
year's  operating  earnings,  enjoy  a 
bright  outlook.  The  most  dramatic 
profits  change  will,  however,  be  in  the 
aerospace  division,  which  last  year 
had  a  pretax  profit  of  only  $7.9  mil- 
lion as  a  result  of  a  roughly  $18  mil- 
lion, pretax  writeoff.  Pretax  earnings 
this  year  should  be  about  $24  million. 
The  total  1968  profits  potential  ap- 
pears to  be  in  excess  of  $2  per  share 
vs.  operating  earnings  of  $1.64  last 
year,  $1.92  in  1966.  And  1969  has  the 
promise  of  being  an  even  better  year. 

It's  easy  to  develop  a  case  for  a 
much  slower  rate  of  domestic  eco- 
nomic growth  in  the  second  half  and 
the  forepart  of  1969.  The  emphasis  to- 
day is  on  constructive  considerations. 
Higher  taxes,  particularly  rates  which 
aren't  permanent,  are  preferable  to 
another  money  crunch.  Not  only  is 
there  promise  of  a  more  relaxed  policy 
later,  but  the  money  supply  is  in- 
creasing at  about  double  the  1957-67 
rate.  And  this  can  be  more  important 
to  stock-price  trends  than  record-high 
interest  rates.  ■ 

*Mr.  Lurie  is  a  partner  in  the  New  York  Stock 
Exchange  firm  of  Josephthal  &  Co. 
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•  What    makes    serious 

•  investors  spend  $500- 
a-year  for  a  computer- 
based  service? 

.  Get  COM-STAT's  $10 

•  Introductory  Package 
and  you'll  KNOW  .  .  . 


See  for  yourself: 

•  The  latest  computer  stock  rat- 
ings on  450  carefully  selected 
stocks 

•  How  these  ratings  compare 
BOTH  the  fundamental  and  tech- 
nical factors  of  each  of  these 
stocks  in  the  current  market 

•  Full  details  on  test  results  made 
by  applying  COM-STAT  Stock 
Ratings  to  THREE  automatic 
buy-sell  plans 

•  COM-STAT's  measurement  of 
today's  stock  market  with  specific 
advice  for  the  period  ahead — 
including  its  Forecasting  Lines 
over  the  past  seven  years 

•  The  latest  COM-STAT  Stock 
Comments  with  growth-channel 
studies  on  top-rated  issues 

•  Specific  instructions  on  applying 
COM-STAT  to  growth,  income 
or  speculative   portfolios 

WE  SAY  THAT  now  is  an  ideal  time 
for  you  to  have  the  computer-based 
ratings  resulting  from  more  than  25 
years  of  research  in  stock  value 
analysis  put  to  work  for  you. 
Make  us  prove  what  we  say!  Send 
$10  now  for  all  of  the  above  plus 
much  more  to  introduce  you  to 
what  we  claim  is  the  most  effective 
investment  advisory  program  avail- 
able today. 


COM-STAT 


a  division  of  Spear  &  Staff,  Inc. 

Dept.  CF701 

Babson  Park,  Mass.  02157 
Yes,  here  is  my  $10 — refundable  in  full  if 
you  can't  prove  to  my  satisfaction  that  an 
advisory  service  can  be  worth  $500-a-year 
(and  fully  credited  if  you  decided  to  become 
a  member).  Send  me  your  56-page  Introduc- 
tory Package  containing  COM-STAT's  latest 
findings  and  advices  on  stocks  in  the  cur- 
rent market.  (Open  to  new  readers  only, 
not  assignable  without  your  consent.) 
□  Check  here  to  receive  ALL  of  the  above  as 
a  BONUS  with  a  90-day  Guest  Membership 
at  $95  (or  $90  if  payment  is  enclosed) — a 
$125  value. 

NAME 


ADDRESS. 
CITY 


STATE 


ZIP 


□  Check  here  if  you  are  an  investor  with 
more  than  $15,000  in  the  market  and  would 
like  to  be  informed  about  the  Spear  Invest- 
ment Management  Program.  No  obligation. 
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HOW  TO  MAKE  -"* 
A  SNOW-BALLING  MARKET 
WORK  FOR  YOU 


Stock  market  trends,  once  established,  resist 
change.  This  persistence  tends  to  produce  a 
snowballing  effect  —  magnifying  both  profits 
and  losses. 

The  technique  of  riding  with  the  trend  is  one 
of  the  highly  specialized  market  tools  made 
available  to  you  in  our... 

SPECIAL  OFFER:  Receive  our  Positive  Invest- 
ment Program  —  plus  a  5-week  trial  subscrip- 
tion to  Investors  Research  Reports.  These 
reports  analyze  price  trends  of  over  600  lead- 
ing stocks  and  provide  information  which  you 
may  find  invaluable.  All  you  send  us  is  S1  — 
but  act  now! 


INVESTORS  RESEARCH  COMPANY 

Dept.  F-7,  924  Laguna  Street 
Santa  Barbara,  California  93102 


For  $1  please  air  mail  my  trial 
subscription  plus  your  Positive 
Investment  Program. 


m 


Name 

Address  . 
City 


-  State- 


.  zip- 


Greater 

future  income 

can  be  the  goal 

of  a  $5,000  portfolio 

placed  under 

management  now 


If  the  money  you  have  today  is  to  grow  in 
the  future  toward  more  income,  or  for  edu- 
cation, travel,  leisure,  retirement,  it  must 
be  kept  working  full  time  to  achieve  your 
goals. 

Yet  you  may  find  that  you  are  actually 
losing  ground  due  to  inflation,  taxes  or  lack 
of  time  for  investment  decisions. 

To  help  solve  this  problem,  clients  in  55 
countries  have  turned  to  The  Danforth 
Associates  Investment  Management  Plan. 
It  has,  we  believe,  proved  especially  effi- 
cient in  providing  continuing  capital  growth 
supervision  for  portfolios  of  from  $5,000 
to  $50,000-on  behalf  of  people  who  recog- 
nize and  can  share  the  risks  and  rewards  of 
common  stock  investments.  The  cost  is 
modest,  as  low  as  $100  per  year. 

For  a  complimentary  copy  of  a  42-page 
report  describing  this  tested  plan,  its  com- 
plete 10-year"performance  record,"  and  how 
it  may  help  you  now,  simply  write  Dept.  B-22 

the  Danforth  Associates 

WELLESLEY  HILLS,  MASS.,U.S.A.  oai8i 
Investment  Management    .    .'   ■-crrpt.-rated  1936 


OVERSEAS  COMMENTARY 


K. 


by  GEORGE  J.  HENRY 


Prosperity  &  Progress 


The  original  Treaty  of  Rome,  which 
in  1958  set  up  the  European  Common 
Market,  envisaged  that  a  complete 
customs  union  of  the  six  participating 
members  would  be  reached  by  1970. 
Owing  to  the  degree  to  which  Common 
Market  principles  enhanced  the  pros- 
perity of  the  participating  countries,  a 
complete  customs  union  will  be 
reached  on  July  1,  1968.  This  is  a 
tremendous  step  that  should  lead  to 
further  development  toward  greater 
economic  prosperity  in  Western 
Europe. 

While  the  Common  Market  is 
progressing  very  satisfactorily,  one  of 
its  main  members,  France,  has  been 
having  more  than  a  little  trouble. 
Whatever  political  changes  may  re- 
sult, the  economic  consequences  are 
bound  to  be  very  great.  It  was  an- 
ticipated previously  that  the  French 
gross  national  product  would  show  an 
inciease  of  about  5Vi%  this  year, 
while  the  price  index  was  expected 
to  rise  between  8%  and  9%.  The  re- 
sulting differential  would  have  been 
absorbed  by  the  V/i  %  to  4%  inflation, 
which  has  been  about  common  in  re- 
cent years  in  Western  Europe. 

Now  the  best  that  can  be  antici- 
pated is  that  the  gross  national  prod- 
uct in  France  will  rise  3%,  while 
wages  alone  are  expected  to  show  an 
increase  of  about  14%.  One  has  to 
stress  that  this  is  the  very  best  that 
can  be  expected.  Any  prolongation 
of  the  present  troubles  could  easily 
make  it  much  worse.  Consequently, 
the  possibility  of  the  French  franc 
being  devalued  is  something  that  now 
has  to  be  considered  very  carefully, 
even  allowing  for  France's  very  large 
foreign  exchange  and  gold  reserves 
which  would  no  doubt  be  used  to 
support  the  franc  against  speculative 
attacks  on  the  world  market. 

Two  interesting  developments  re- 
sult from  the  French  disorders.  One 
is  that  certain  foreign-exchange  mea- 
sures have  been  taken  to  prevent  the 
outflow  of  capital  from  France,  and, 
consequently,  the  French  franc,  as  far 
as  French  residents  are  concerned,  is 
at  this  moment  not  convertible.  As  a 
result,  the  free  market  for  gold  in 
France  has  become  divorced  from  the 
free  market  in  other  European  cen- 
ters; and  now,  instead  of  the  two-tier 
price  level,  which  was  introduced  in 


March,.we  have  a  three-tier  gold  price. 
In  recent  days  the  Paris  market  for 
gold  has  been  about  $4  per  ounce 
higher  than  the  market  in  London 
and  Zurich.  The  premium  in  Paris, 
of  course,  is  of  no  great  significance 
for  the  rest  of  the  world  and  is  merely 
a  reflection  of  the  foreign-exchange 
restrictions  placed  internally  on  the 
French  franc. 

Help  for  Britain 

Another  item  is  that  apparently  West 
Germany,  supported  by  the  Benelux 
countries,  has  requested  Common 
Market  authorities  to  reexamine  the 
possibility  of  Britain  joining  the  Euro- 
pean Economic  Community.  Only 
vociferous  objections  from  President 
de  Gaulle  have  impeded  full-scale 
negotiations  in  the  past.  Whatever  the 
political  outcome  of  the  general  strike 
in  France,  there  can  be  little  question 
that  de  Gaulle's  international  prestige 
has  decreased  a  great  deal.  It  is  in- 
teresting to  see  France's  partners  in 
the  Common  Market  take  such  quick 
steps  to  benefit  from  this. 

While  France  is  engaged  in  an  at- 
tempt to  defend  the  franc.  Germany 
is  facing  problems  of  a  diametrically 
opposite  nature.  It  is  attempting  to 
prevent  the  revaluation  of  the  mark. 
and.  at  the  same  time,  prevent  in- 
ternal inflation.  Germany  is  doing  this 
in  a  manner  that  should  not  only  solve 
her  internal  difficulties  and  pay  her 
rich  dividends  in  the  future,  but 
should  also  be  of  considerable  help  to 
the  rest  of  the  world:  She  is  floating 
foreign  issues  in  Germany  on  a  very 
large  scale;  so  far  this  year  loans 
made  to  foreign  borrowers  have  ex- 
ceeded the  comparable  amount  for 
1967  by  about  S600  million.  It  is 
understood  that  Germany  is  examin- 
ing ways  and  means  of  putting  her 
huge  foreign-exchange  surplus  to  work 
to  help  Great  Britain  in  stabilizing 
sterling,  and  possibly  in  funding  some 
of  Britain's  short-term  indebtedness 
on  a  long-term  basis.  This  would  be 
of  tremendous  help  to  the  Bank  of 
England  and,  on  the  assumption  that 
the  internal  policies  of  the  British  Gov- 
ernment to  increase  productivity  and 
especially  exports  in  England  will  be- 
gin to  show  progress,  this  should  go 
a  long  way  toward  discouraging  spec- 
ulative attacks  against  sterling.  ■ 
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To  judge  stock  values  best... 
get  this  amazingly  useful  volume 


FINANCIAL  WORLD'S  1968 

INVESTOR'S 
FACT  BOOK 

352  pages  of  vital  information 


STILL  ONLY  $5 

or  get  it  as  a  BONUS  with  offer  below 

There  is  no  substitute  for  the  facts  in  making  the  most 
successful  investment  decisions.  And  .  .  . 

.  .  .  nowhere  but  in  the  STOCK  FACTOGRAPH 
Manual  will  you  get  so  many  facts  and  figures 
about  so  many  companies  and  their  stocks  for 
so  little  cost! 

Here  is  the  information  you,  as  an  investor,  should  have 
for  accurate  evaluation  of  the  stocks  you  own  or  plan 
to  buy.  Judging  by  the  tremendous  advance  demand, 
which  has  exceeded  that  of  all  53  previous  editions,  no 
source  book  of  basic  investment  guidance  is  more  wide- 
ly and  regularly  consulted. 


Over  60,000  Latest  Investment  Facts  about 
more  than  2,100  Listed  Stocks. 

Alphabetically  Indexed  for  Quick  Refer- 
ence. 

Most  Concise,  Complete  Guide  to  Stock 
Values  Available. 

Prepared  by  the  trained  staff  of  FINANCIAL 
WORLD  which  has  been  supplying  investors 
with  business  and  financial  facts  and  guid- 
ance for  over  65  years. 

VALUABLE  ADDED  FEATURE:  Adjusted 
Earnings,  Price  Range,  Dividends,  etc.  of 
LIFE  INSURANCE  STOCKS.  Vital  but  hard- 
to-find  facts  and  figures  on  this  important 
group. 


The  STOCK  FACTOGRAPH  MANUAL 
Tells  You  Each  Company's: 

•  Background  •  8  years'  earnings 

•  Financial  position  record 

•  Sources  of  revenue     •  Mergers 

•  Dividend  record         •  Stock  Splits 


•  Ratios 

•  Book  value 

•  New  developments 

•  Outlook 


...  and  also  FINANCIAL  WORLD'S  own  expert  opinion 
on  future  growth  and  earnings  prospects,  good  and 
bad  points. 

ACT  QUICKLY— Only  One  Limited  Edition 

Send  $5  for  your  copy  of  the  STOCK  FACTOGRAPH 
MANUAL  or  get  it  as  a  BONUS,  with  a  6-month  trial 
subscription  to  FINANCIAL  WORLD'S  comprehensive  4- 
part  investment  service:  26  weekly  issues  of  FINANCIAL 
WORLD  ...  6  monthly  supplements  of  "Independent 
Appraisals"  of  up  to  1900  stocks  ...  and  Advice-by- 
Mail  as  often  as  once  a  week  on  any  listed  stock  that 
interests  you  at  the  time  ...  all  for  $13.50. 
Additional  savings:  all  the  above  services  for  one  year  at  $24. 
Take  your  choice,  but  send  your  order  at  once  to  insure 
delivery  without  delay. 


FINANCIAL  WORLD 

Dept.  FB-71 

17  Battery  Place.  New  York,  N.  Y.  10004 

For  payment  enclosed,  please  enter  my  order 
for  the  following: 

copies   of   1968   "STOCK   FACTO- 


GRAPH" Manual  at  $5  each. 

□  6-months'  subscription  to  FINANCIAL 
WORLD'S  4-part  service  including  1968 
"Factograph" — all  for  $13.50. 

□  1-year  subscription  to  the  4-part  service, 
including  1968  "Factograph"  at  only  $24. 

Name  


Address 
City 


State  Zip.. 

(This  subscription  is  not  assignable.) 

30-DAY  MONEY-BACK  GUARANTEE 
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T.ROWE  PRICE 
GROWTH  STOCK 
FUND,  INC. 

I.  1950 

A  NO-LOAD  FUND 

Investing  in  stocks 

carefully  selected  for  long  term 

growth  possibilities 

Individuals  &  institutions 
are  invited  to  request  free  prospectus 

NO  SALES  CHARGE 

Self-Employed 

Retirement  Plan 

(Keogh  Act) 

Available 


|   T.  Rowe  Price  Growth  Stock  Fund,  Inc. 

I   One  Charles  Center,  Dept.  B 
Baltimore,  Md.  21201  Phone  (301)  539-1992 

I   Name 

I  Address . „__ 
Zid 


278 


CONVERTIBLE   BONDS 

and  177  convertible  preferred  stocks 
are  charted  by  our  R.H.M.  CONVERT- 
IBLE SURVEY  on  unique  and  inval- 
uable conversion  ratio  charts  which 
pinpoint  buying  opportunities.  Are  you 
fully  conversant  with  convertibles — 
recognize  their  opportunities  when 
they  occur?  To  introduce  you  to  a 
complete  investment  service  covering 
the  entire  field  of  convertibles,  we 
invite  you  to  send  for  our  FREE  re- 
port on  "Convertible  Opportunities."  It 
is  a  full  explanation  of  convertibles 
which  can  prevent  future  missed  oppor- 
tunities for  you.  There  is  no  obligation. 
Send  to:  "Convertibles,"  Dept.  F-26, 
R.H.M.  Associates,  220  Fifth  Ave.,  New 
York,  N.Y.  10001. 


NATIONAL 

INVESTORS 

CORPORATION 

A  BROAD    STREET 
GROUP  FUND 


90 


th 


consecutive 
dividend 


# 


6  Cents  a  Share 
Payable  June  28,  1968 
Record  Date  June  10,  1968 

65  BROADWAY.  NEW  YORK,  N.  Y.  10006 


The  Funds 


THE  SPIRIT  IS  WILLING 

For  some  time  now  it  has  been  ap- 
parent that  Minnesota's  big  Investors 
Diversified  Services  (assets:  $7  bil- 
lion) needed  a  shot  in  the  arm  to  jazz 
up  its  rather  conventional  stable  of 
mutual  funds  (Forbes.  Jan.  1,  p. 
200).  For  decades  such  successful 
fund  marketers  as  IDS  and  Welling- 
ton were  able  to  sell  funds  that  didn't 
perform  particularly  well.  But  the 
vogue  in  the  last  few  years  for  per- 
formance funds  has  driven  many  of 
the  best  marketers  to  look  to  their 
merchandise. 

Unlike  most  fund  organizations, 
IDS  has  a  valuable  captive  sales  force 
that  sells  its  funds  only.  But  even 
those  salesmen  have  been  having  trou- 
ble coping  with  the  performance  funds. 
IDS'  fund  asset  growth  for  a  number 
of  years  pretty  well  kept  pace  with 
the  fund-industry  growth.  But  during 
1967  they  grew  only  20%   while  the 


Silloway  of  IDS 

industry  as  a  whole  grew  over  30%. 
Also  the  number  of  people  owning 
IDS  Fund  shares  increased  by  only 
2.5%  in  1967 — a  low  for  the  past 
5  years.  So  IDS  last  month  announced 
that  it  is  forming  two  performance 
funds  of  its  own. 

New  and  Progressive.  One  fund 
will  be  called  the  IDS  New  Dimen- 
sions Fund,  and  it  will  specialize  in 
high-technology  stocks.  Its  board  will 
include  men  from  such  Minnesota 
neighbors  as  Honeywell,  3M  and 
Rosemount  Engineering.  "It  will  be 
managed  by  a  chap  who  has  been  in 


IDS'  own  fertile  training  ground  for 
a  couple  of  years,"  says  IDS  President 
Stuart  Silloway. 

The  other  growth-oriented  fund  will 
be  the  IDS  Progressive  Fund.  As  yet 
it  has  no  manager,  but  it  has  a  policy. 
It  will  invest  in  larger  companies  that 
hopefully  may  be  ready  to  turn  around 
or  to  take  off.  "We  will  be  looking  for 
situations  like  that  of  Sperry  Rand 
two  years  ago,"  Silloway  says. 

It  is  not  enough,  of  course,  to  sim- 
ply intend  to  have  a  performance 
fund.  Such  performance  funds  as  the 
Fidelity  funds,  Ivest  and  many  of  the 
smaller  and  newer  funds  have  been 
willing  to  take  on  considerable  risk 
and  to  change  the  traditional  methods 
of  running  mutual  funds.  One  rule  for 
a  performance  fund  has  been  to  make 
it  the  responsibility  of  one  manager, 
not  of  a  committee.  This  enables  the 
fund  to  move  fast.  A  second  rule  has 
been  to  concentrate  on  a  dozen  or  two 
dozen  stocks,  on  the  theory  that  only 
that  many  stocks  will  be  big  movers 
in  any  given  market. 

But  IDS  does  not  plan  to  go  that 
far.  "The  investment  decisions  for 
these  two  new  funds  will  be  made  just 
exactly  as  all  of  our  funds  are  made," 
Silloway  says.  That  means  that  the 
manager  will  get  plenty  of  freedom, 
but  the  responsibility  for  investments 
will  lie  with  the  board  of  directors. 
As  for  concentration  on  a  very  few 
stocks,  Silloway  feels  that  "there 
wouldn't  be  any  effort  in  that  direc- 
tion for  either  fund." 

Cup  and  Lip.  No  one  can  tell  in 
advance,  of  course,  whether  an  in- 
tended performance  fund  will  indeed 
perform.  It  appears  that  IDS  is  estab- 
lishing two  "conservative"  perform- 
ance funds.  Even  if  that  turns  out  to 
be  true,  however,  it  may  be  excellent 
business  strategy.  As  Silloway  is  the 
first  to  admit,  IDS  customers  tend  to 
be  middle-aged  people  who  live  in 
rural  and  small-town  areas.  They  may 
want  to  get  in  on  the  performance  act, 
but  with  a  bit  less  risk. 

SHARP    PROD 

After  about  two  years  of  virtually 
refusing  to  talk  with  the  SEC  about  a 
change  in  fund  commissions,  the  fund 
industry  suddenly  regained  its  tongue 
last  month  and  shouted  foul.  The  foul 
came  from  the  Senate  Banking  Com- 
mittee which  initially  voted  repeal  of 
section  22(d)  of  the  Investment  Com- 
pany Act.  That  act  makes  it  a  felony 
for  any  broker  or  salesman  to  sell  a 
mutual  fund  at  a  commission  lower 
than  that  designated  by  the  fund.  In 
other  words,  "fair  trade"  in  the  funds 
would  have  been  eliminated. 

The    industry    reacted    vigorously. 
John   Haire.   president  of  the  Invest- 


136 


FORBES.  JULY  1,  1968 


Nuveen's  236-page  report  reevaluates 

one  of  the  century's  major  investment  opportunities, 

picks  specific  stocks  for  immediate  purchase. 


The  outlook  now  for 
uranium  and  nuclear  power 


About  18  months  ago,  we  issued 
our  first  report  on  nuclear  power  and  the 
uranium  industry. 

It  was  an  optimistic  report— it  sug- 
gested that  atomic  energy  could  be- 
come the  fastest  growing  industry  be- 
tween now  and  the  year  2000. 

Our  first  report  may  have  seemed 
optimistic.  But  events  proved  it  to  be 
conservative. 

The  nuclear  industry's  accelerat- 
ing growth  rate  continues  to  uncover 
what  we  feel  are  new  and  promising  in- 
vestment opportunities. 

Some  of  the  better-known  stocks 
have  appreciated  substantially  already. 

But  we  may  be  close  to  the  point 
when  nuclear  stocks  as  a  group  reach 
significantly  higher  levels. 

That's  why  Nuveen  is  now  issuing 
a  new  and  expanded  survey  of  the  field. 

Our  new  report  estimates  that,  by 
1980,  the  total  investment  in  nuclear 
power  plants  will  reach  $19  billion  and 
the  total  accumulated  cost  of  nuclear 
business  over  $33  billion. 

The  new  report  surveys  309  com- 
panies, divisions  and  organizations. 

But  only  a  handful  are  favored  for 
purchase  now. 

If  you  like  you  can  skip  right  to  the 
security  recommendations.  You  will,  we* 
think,  find  them  amply  rewarding. 

But  if  you  are  an  investor  who  likes 
to  dig  a  little  deeper— this  report  will 
give  you  invaluable  background  infor- 
mation. And  you  don't  have  to  be  a  sci- 
entist to  understand  it. 

The  Outlook  for  Nuclear  Power  and 
the  Uranium  Industry  is  a  special  report 
now  being  issued  to  Findings  &  Fore- 
casts subscribers. 

As  a  means  of  introducing  you  to 
F&F  and  to  our  brokerage  facilities,  we 
will  send  you  the  nuclear  report  at  no 
extra  cost  with  a  trial  or  a  year's  sub- 
scription, either  on  a  brokerage  basis  or 
for  cash.  Or,  if  you  prefer,  you  may  order 
the  report  alone  for  $25. 

Can  F&F,  with  its  admittedly  high 
subscription  price,  pay  its  way  for  you? 
We  believe  it  can,  simply  because  the 
subscription  price  makes  it  possible  to 
provide  research  of  quality  and  depth. 


Findings  &  Forecasts  attempts  to 
time  stock  price  movements.  It  is  based 
on  the  premise  that  investor  psychology 
is  a  major  cause  of  the  cyclical  motion  of 
stock  prices;  that  principles  of  mass 
psychology  can  be  integrated  with  mar- 
ket action;  and  that  movements  of  the 
market  and  of  individual  stocks  are  fre- 
quently forecastable. 

You  can  judge  the  effectiveness  of 
these  views  by  examining  F&F's  per- 
formance record.  You  will  receive  the 
complete  record  for  the  most  recent 
available  12-month  period  when  you 
mail  the  coupon. 

F&F  goes  out  twice  a  month  to 
bankers,  brokers,  fund  managers  and 
other  serious  investors  who  are  aware 
of  the  fact  that,  even  in  falling  markets, 
some  stocks  will  move  up.  Special  re- 
ports and  bulletins  are  issued  whenever 
changing  conditions,  in  our  opinion, 
warrant  them. 

You  are  invited  to  join  our  select 
group  of  investor-subscribers  by  mail- 
ing the  coupon  below.  You  will  receive 
The  Outlook  for  Nuclear  Power  and  the 
Uranium  Industry  as  a  bonus  with  your 
subscription. 


FINDINGS  t  FORECASTS 


Nuveen  Corporation 

61  Broadway,  New  York,  New  York  10006 

Members:  New  York  Stock  Exchange  and  other  principal  exchanges 

Please  send  your  special  F&F  report,  The  Outlook 

For  Nuclear  Power  and  The  Uranium  Industry,  as  a  bonus  with: 

□  a  three-month  trial  subscription  at  $150 

□  a  year's  subscription  at  $500 

□  the  report  alone  at  $25 

□  payment  enclosed    □  please  bill  me 


Name 

Address 

FO-5 

City 

State 

Zip 

□  Please  send  information  on  how 

I  can  obtain  F&F  on  a  brokerage  basis,  without  cash  outlay. 

This  subscription  may  not  be  assigned  without  your  consent. 


FORBES,  JULY  1,  1968 


137 


^M«    Investments  Geared  to  America's  Future 

% JOHNSTON 

MUTUAL  FUND 

for  investors  seeking  possible  growth 
of  capital  and  income 

A  NO-LOAD  FUND 

No  Redemption  Charge 
Systematic  Investment  Plan 

NO  SALES  CHARGE 

Self-Employed  Retirement  Plan 
Available  (Keogh  Act) 

Mail  Today  For  Free  Prospectus 


The  Johnston  Mutual  Fund  Inc. 

230  Park  Ave.,  N.Y.C.  10017    Dept.  C 

Phone:(212)679-2700 

NAME 


ADDRESS. 


AGGRESSIVE 
INVESTMENT  ACCOUNTS 

managed  personally  by  our  Partner 

John  W.  Schulz 

minimum  $50,000  buying  power 

Wolfe  &  Co. 

8k VALUE!    Members  New  York  Stock  Exchange 
— _Jl)  120  Broadway,  N.  Y.  10005 


iTaeno 


in 
ijour  mail 
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RAILWAY  COMPANY 

DIVIDEND  NOTICE 

At  a  meeting  of  the  Board  of  Di- 
rectors held  today  a  dividend  of  One 
Dollar  and  Fifty  Cents  per  share  on 
the  Ordinary  Capital  Stock  was 
declared,  of  which  Seventy-Five 
cents  per  share  is  the  proceeds  of  a 
dividend  from  Canadian  Pacific 
Investments  Limited,  payable  in 
Canadian  funds  on  August  1,  1968, 
to  Shareholders  of  record  as  at  the 
close  of  business  on  June  25,  1968. 

By  order  of  the  Board. 

T.  F.  TURNER, 
Secretary. 

Montreal,  June  10,  1968. 


Include 


llPCOOE  NUMBERS 
IN  ALL  ADDRESSES 
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ment  Company  Institute,  trade  organi- 
zation for  the  funds,  said  that  repeal 
"would  disrupt  the  flow  of  new  money 
essential  to  the  right  of  all  mutual- 
fund  holders  to  redeem  their  shares 
for  cash  promptly." 

The  result  is  that  after  the  funds 
finally  started  talking  discretely  with 
the  SEC,  the  Senate  Banking  Commit- 
tee changed  its  mind.  Section  22(d) 
will  not  be  repealed.  Instead  it  has 
been  proposed  that  a  self-regulatory 
arrangement  similar  to  that  between 
the  SEC  and  NYSE  be  set  up  between 
the  NASD  and  the  SEC  covering  fund 
commissions.  John  Haire  said  that 
he  was  "pleased  that  the  Committee 
came  to  this  decision."  But  as  a  spokes- 
man for  the  Senate  Committee  put  it 
"The  SEC  is  still  adamant  about  fund 
commissions,  so  the  funds  had  better 
work  something  out  on  their  own." 

CLEANING  UP 

Among  the  traditions  of  America 
is  the  story  of  the  brilliant  athlete  who 
is  financially  dumb.  The  myth  runs 
as  follows:  poor  boy  becomes  heavy- 
weight champion,  marathon  runner 
or  batting  king,  makes  millions  of  dol- 
lars, and  loses  it  to  hangers-on,  gang- 
sters or  bad   investments. 

It's  not  like  that  anymore.  Today's 
athletes  have  been  discovered  in  high 
school,  brought  along  by  university 
athletic  departments,  and  in  the  pro- 
cess have  received  educations.  The 
archetype  of  the  new  professional 
athlete  is  Carl  Yastrzemski  of  the 
Boston  Red  Sox,  last  year's  winner 
of  the  American  League's  Triple 
Crown  (runs-batted-in,  batting  aver- 
age, and  home  runs).  Yastrzemski 
graduated  from  Merrimack  College, 
majored  in  business  administration, 
and  has  just  gone  into  the  mutual-fund 
business  with  Boston's  Eaton  &  How- 
ard. "I've  always  been  interested  in 
stocks,"  Yastrzemski  says.  "I  tried  pub- 
lic relations,  and  I  didn't  like  it.  So 
I  read  everything  I  could  get  hold  of 
about  finance,  and  I  liked  it." 

Work  Now,  Earn  Later.  Being  the 
businessman  that  he  is,  Yastrzemski 
is  in  touch  with  Internal  Revenue  to 
have  his  salary  at  E&H  deferred.  He 
makes  $100,000  a  year  now  at  base- 
ball, but  like  all  athletes,  his  big  earn- 
ing power  is  limited  in  duration  by 
his  stamina.  Nevertheless,  he  has  the 
chance  to  be  more  than  a  figurehead 
for  E&H.  "He  currently  knows  noth- 
ing about  the  business."  says  E&H 
Senior  Vice  President  S.  Whitney 
Bradley.  "But  on  his  baseball  road 
trips  he  can  meet  with  Eaton  &  How- 
ard men,  and  act  as  a  liaison  man 
between  them  and  Boston." 

Yastrzemski  plans  to  be  a  mutual- 
fund  wholesaler.  That  is,  he  will  travel 


the  country  persuading  independent 
mutual-fund  dealers  to  push  E&H 
shares.  Already  he  seems  to  have  made 
a  good  start.  "I  talked  to  the  dealers 
in  San  Francisco,"  Yastrzemski  says. 
"Everyone  was  taking  himself  so  se- 
riously, and  the  atmosphere  was  so 
heavy.  Then,  one  dealer  asked  me  how 
I  got  myself  up  every  day  last  year 
during  the  pennant  drive,  and  how  I 
managed  to  win  the  triple  crown.  I 
told  him  that  every  night  I  would  go 
out  and  get  tanked,  and  then  show 
upon  the  field  next  day.  We  got  along 
beautifully  after  that." 

Waking  Up.  Why  E&H?  After  all, 
Yastrzemski  is  acquainted  with  Man- 
hattan Fund's  Gerry  Tsai  who  once 
gave  him  500  shares  of  Manhattan  in 
exchange  for  his  making  a  speech.  ( Yas- 
trzemski donated  the  shares  to  a  char- 
ity.) And  Manhattan  is  a  much  more 
aggressive  fund  than  most.  But  both 
Yastrzemski  and  Bradley  feel  that 
E&H  is  becoming  aggressive  too,  and 
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Yastrzemski  of  Eaton  &  Howard 

point  to  two  new  funds  they  have  just 
brought  out.  E&H  Growth  Fund  and 
E&H  Special  Fund. 

Says  Yastrzemski:  "Perhaps  we  can 
change  the  Eaton  &  Howard  image  a 
little,  start  a  go-go  fund  of  our  own. 
We  already  have  certain  things  und*.- 
wraps  lhat   I   can't   talk   about   now." 

It  may  turn  out,  of  course,  that 
Yastrzemski  has  gone  into  the  public 
relations  business  and  doesn't  know  it. 
But  even  if  he  has,  good  public  rela- 
tions is  not  a  valueless  thing  in  the 
mutual-fund  business,  and  the  way 
Yastrzemski  is  talking,  his  ambitions 
may  be  just  what  an  old-line  fund 
sponsor  such  as  E&H  needs.  ■ 
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A  hedged,  lever- 
aged, diversified 
fund  seeking 
possible  growth 
and  emphasizing 
flexible  invest- 
ment techniques, 
some  of  which 
entail  greater 
than  ordinary  in- 
vestment lisks. 


HEDGE  FUND 


OF  AMERICA.  INC. 

Prospectus  and   information  free  from: 


^ 


Dept 
Summit 

Management  &  Research  Corp. 
808  Travis,  Houston,  Texas  77002 


Name 


[.  FO   ■ 


Address 


City 


State 


Zip  Code 


J 


Be  big 
enough 

to  give 
enough 

to  help 
enough 

V  Your  fair  share  gift 

works  many  wonders 

THE  UNITED 


27.5  million  families  benefit  from  child  care, 
family  service,  youth  guidance,  health  pro-_ 
grams,  disaster  relief  and  services  for  the  Armed ' 
Forces  through  31,300  United  Way  agencies. 


(Continued  from  page  18) 

Sir:  Bill  Buckley  may  be  waspish,  but 
he  cannot  be  WASPy,  because  he  is  not 
P  but  RC. 

— John  T.  Calkins 
Washington,  D.C. 

Forbes'  error;  incidentally,  Mr.  Buck- 
ley struck  out  in  the  election. — Ed. 

Dairy  Counter 

Sir:  Your  article  about  National  Dairy 
Products  Corp.  in  the  May  15  issue  dis- 
appointed us  in  that  Edward  E.  Rieck  and 
his  company,  the  Rieck-McJunkin  Dairy 
Co.  of  Pittsburgh,  Pa.,  were  not  credited 
with  playing  a  part  in  the  beginning  his- 
tory of  National  Dairy.  Edward  E. 
Rieck  served  as  the  first  chairman  of  the 
board,  and  the  extensive  Rieck-McJunkin 
Co.  easily  matched  Thomas  Mclnnerney's 
Hydrox  Corp.  when  they  joined  in  1923 
to  form  National  Dairy.  We  feel  that 
perhaps  only  half  of  a  two-man  act  was 
recognized  in  your  article. 

— Edward  E.  Rieck  II 
Pittsburgh,  Pa. 

Sir:  There  is  one  statement  in  the 
article  "Is  the  Cow  Going  the  Way  of 
the  Horse?"  in  your  May  15  issue  which 
I  want  to  elarify,  since  it  may  be  mis- 
leading. The  statement  is,  "Some  author- 
ities feel  that  the  saturated  butterfat  in 
cow's  milk  increases  the  likelihood  of 
heart  attacks."  This  is  true,  but  the  fat 
used  in  synthetic  and  filled  milks  (and 
most  substitute  dairy  products)  is  coco- 
nut oil,  which  is  more  highly  saturated 
than  butterfat.  Butterfat  in  dairy  products 
averages  about  63% -68%  saturation, 
while  coconut  oil  is  86%-91%. 

— Mary  Zehner 
Specialist  in  Agricultural  Economics, 
Michigan  State  Univ. 
East  Lansing,  Mich. 

Benguet  Replies 

Sir:  Your  recent  issue  (June  1)  con- 
tained unfair  comments  on  the  proposed 
acquisition  by  Benguet  Consolidated,  Inc. 
of  a  90%  interest  in  The  Grand  Bahama 
Port  Authority  Limited,  the  organization 
which  has  been  responsible  for  develop- 
ing at  Freeport  in  a  very  few  years  a 
modern  city,  resorts  and  hotels,  a  com- 
munity of  homes,  a  jet  airport,  a  deep- 
water  harbor  and  industrial  facilities  as 
well  as  utilities,  hospitals  and  educational 
institutions.  In  providing  two  casinos  as 
tourist  attractions  adjacent  to  resort  ho- 
tels, Freeport  was  simply  following  the 
precedent  and  meeting  the  competition  of 
Puerto  Rico,  several  other  Caribbean  Is- 
lands and  a  number  of  European  spas. 
As  you  know,  several  fine  hotel  and  de- 
velopment companies  whose  stocks  are 
listed  on  the  New  York  Stock  Exchange 
also  provide  the  attraction  of  casinos  at 
their  resort  properties. 

Your  comments  on  the  casinos  in  Free- 
port  contain  inaccuracies  and  unfair  in- 


Do  YOU 

KNOW... 

that  you  can  retain  the 
services  of  your  own 
experienced  investment 
consultant  for  only  $180 
a  year? 


Do  you  know  that  this  man  is  a  member  of 
an  organization  that,  for  over  64  years,  has 
been  helping  people  manage  their  invest- 
ment portfolios? 

HERE  IS  WHAT  BABSON'S  INVESTMENT 
ADVISORY  SERVICE  CAN  DO  FOR  YOU 

•  As  a  Babson  client,  you  will  have  Invest- 
ment consultation  privileges  with  your  own 
Babson  Consultant.  You  may  contact  him 
either  by  mail,  'phone,  wire,  or  in  person. 
He  will  give  you  specific  unbiased  action 
advice.  His  recommendations  to  you  will 
be  based  on  the  combined  findings  of 
Babson's  Research  Department  and  In- 
vestment Committee. 

O  A  complete  analysis  of  your  estate  and 
portfolio  will  be  made  by  a  team  of  invest- 
ment specialists,  who  will  set  up  a  program 
in  line  with  your  objectives. 

•  Your  registered  securities  will  be  under 
continuous  study  by  Babson's  Research 
Department,  and  you  will  be  automatically 
notified  whenever  we  think  changes  in  the 
Market  picture  require  your  immediate 
attention. 

•  Every  Monday  morning  you  will  receive 
an  informative  bulletin  to  keep  you  up  to 
date  on  Market  situations  and  investment 
news. 

Remember,  Babson's  is  not  merely  a 
bulletin  service,  but  an  individualized  in- 
vestment advisory  service.  It  has  effec- 
tively served  thousands  of  investors  over 
the  last  half-century. 

If  your  portfolio  amounts  to  $7500  or  more, 
we  may  be  able  to  be  of  great  benefit  to 
you.  Wouldn't  it  add  to  your  peace  of  mind 
knowing  that  your  investment  decisions 
were  being  guided  by  one  of  the  country's 
oldest  and  largest  Investment  Advisory 
Organizations? 

ACT  NOW!  Mail  the  coupon  below  for  a 
free  brochure  which  explains  in  detail  how 
Babson's  might  help  you  to  BUILD  & 
PROTECT  your  Investment  Portfolio. 


Please  send  me  your  free  brochure  on  Bab- 
son's Investment  Advisory  Service. 


Name_ 
Street. 
City 


_State 


1904 


1968 


BABSON'S  REPORTS  i*c 

WELLESLEY  HILLS,  MASS.  02181 
DEPT.  F-258 


FORBES,  JULY  1,  1968 


139 


In  the  old-time  westerns  you  could  always  tell  the  good  guys  from 
the  bad  guys. 

On  our  highways,  today,  it  couldn't  matter  less. 

Because  even  the  best  of  drivers  get  involved  in  the  worst  of 
accidents. 

Take  a  guy  like  Dale  Landsman.  He's  never  been  in  an  accident. 
Never  breaks  a  law.  Yet,  his  first  mistake  may  be  your  last ! 

That's  why  you  have  to  drive  defensively  . . .  every  second  of  every 
minute  you're  behind  the  wheel. 

Out  on  the  highway,  that  means  protecting  yourself  by  staying 
well  to  the  right. 

And  warning  any  oncoming  driver  if  he  strays  over  into  your  lane. 

Don't  depend  on  the  actions  of  other  drivers  and  you  won't  end 
up  on  the  receiving  end  of  their  mistakes  or  sudden  moves. 

You  can  depend  on  it. 


Watch  out  for  the  other  guy! 

Published  to  save  lives  in  cooperation  with 
The  Advertising  Council  and  the  National  Safety  Council. 


nuendos.  You  failed  to  report  our  posi- 
tion concerning  the  recommendations  of 
a  distinguished  Royal  Commission  of  In- 
quiry in  1967.  The  Royal  Commission  of 
Inquiry  recommended  that  a  blue-ribbon 
commission  be  established  "to  control  all 
forms  of  gambling  in  the  Bahamas."  The 
Royal  Commission  also  stated  that  "it  is 
vitally  important  that  this  control  com- 
mission should  be  lifted  completely  out 
of  the  political  arena,  and  be  assisted  by 
an  adequately  trained  staff." 

Benguet  fully  supports  the  establish- 
ment of -such  a  control  commission  which 
once  and  for  all  should  lay  to  rest  the 
type  of  questions  which  are  raised  in 
your  article.  We  also  regret  that  you 
found  Benguet  to  be  a  "closed  book." 
Benguet  has  been  listed  on  the  New  York 
Stock  Exchange  for  over  20  years  and 
files  full  reports  with  that  Exchange  as 
well  as  with  the  Securities  &  Exchange 
Commission.  It  has  operated  the  largest 
gold  mine  in  the  Philippines  since  1911 
and  has  other  mining  interests.  It  em- 
ploys 8,000  persons  and  is  important,  if 
not  vital,  to  the  Philippine  economy.  We 
hope  to  make  a  comparable  contribution 
to  the  development  of  Grand  Bahama. 

— Ralph  Crosby 
President, 
Benguet  Consolidated,  Inc. 
Manila,  P.I. 

Not  Alone 

Sir:  Before  the  treasurers  of  Corning 
Glass  and  Xerox  (Forbes,  June  1,  p.  10) 
break  their  collective  arms  from  patting 
themselves  on  the  back,  I  would  like  to 
call  attention  to  the  Interim  Report  from 
Hayes-Albion  Corp.,  which  reflects  tax 
provisions  in  a  rather  routine  manner  as 
should  be  expected  of  good  management. 
— Claud  H.  Johnson 
Colonel,  USAF  Reserve  (Ret.) 
Annandale,  Va. 

Sir:  American  Air  Filter  Company, 
which  I  serve  as  a  director,  has  since 
January  set  aside  a  sum  sufficient  to  take 
care  of  the  tax  surcharge.  While  our  sales 
do  not  approach  those  of  Corning  Glass 
or  Xerox,  our  management  is  also  alert. 
— Fred  Korth 
Korth  &  Korth 
Washington,  DC. 

Sweat,  Not  Luck 

Sir:  The  excellent  article  on  Occidental 
Petroleum  (Forbes,  June  1)  is  inaccurate 
in  stating  that  the  gas  turbines  obtained 
by  Oxy  for  its  40-inch  Libyan  pipeline 
were  found  "in  stock,  already  assembled." 
A  crash  program  was  undertaken  by 
Solar  Division  of  International  Harvester 
to  produce  three  pump-drive  packages 
and  five  generator  packages  for  delivery 
in  4'/2  months,  well  ahead  of  normal 
production  time.  Two  generator  packages 
were  airlifted  to  Libya  to  meet  Oxy's 
tight  schedule,  a  feat  impossible  with 
reciprocating  engines  in  this  rating. 

— Payne  B.  Johnson 

Manager  of  Communication, 

Solar  Division 

International  Harvester 

San  Diego,  Calif. 
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THOUGHTS . . .  BUSINESS  OF  LIFE 


How  beauteous  mankind  is!  O 
brave  new  world  that  has  such  people 
in  it.  — Shakespeare. 


They  that  can  give  up  essential  lib- 
erty to  obtain  a  little  temporary  safety 
deserve  neither  liberty  nor  safety. 

— Benjamin  Franklin. 


Science  has  promised  us  truth.  It 
has  never  promised  us  either  peace  or 
happiness.  — Gustave  Le  Bon. 


If  we  lived  upon  the  moon  and 
were  not  men,  but  rational  creatures, 
could  we  imagine  such  fantastical 
beings  as  mankind?  Could  we  have 
any  idea  of  so  strange  a  compound 
of  foolish  passions  and  wise  reflec- 
tions?     — Bernard  de  Fontenelle. 


Man  should  ever  be  better  than  he 
seems;  and  shape  his  acts  and  dis- 
cipline his  mind  to  walk  adorning 
earth  with  hope  of  heaven. 

— Aubrey  de  Vere. 


The  aims  of  pure  basic  science,  un- 
like those  of  applied  science,  are  nei- 
ther fast-flowing  nor  pragmatic.  The 
quick  harvest  of  applied  science  is  the 
useable  process,  the  medicine,  the  ma- 
chine. The  shy  fruit  of  pure  science 
is  understanding. — Lincoln  Barnett. 


Man  sees  himself  lodged  here  in 
the  mud  and  filth  of  the  world,  nailed 
and  fastened  to  the  most  lifeless  and 
stagnant  part  of  the  universe,  in  the 
lowest  story  of  the  house,  at  the 
furthest  distance  from  the  vault  of 
Heaven,  with  the  vilest  animals;  and 
yet,  in  his  imagination,  he  places  him- 
self above  the  circle  of  the  moon,  and 
brings  Heaven  under  his  feet. 

— Michel  de  Montaigne. 


He  is  of  the  earth,  but  his  thoughts 
are  with  the  stars.  Mean  and  petty 
his  wants  and  desires;  yet  they  serve 
a  soul  exalted  with  grand,  glorious 
aims,  with  immortal  longings,  with 
thoughts  which  sweep  the  heavens  and 
wander  through  eternity. 

— Thomas  Carlyle. 


The  march  of  invention  has  clothed 
mankind  with  powers  of  which  a  cen- 
tury ago  the  noblest  imagination  could 
not  have  dreamt.    — Henry  George. 


Someone  has  said  that  if  we  could 
condense  the  past  50,000  years  into 
a  half-century,  we  would  come  up 
with  a  timetable  something  like  this: 
Fifty  years  ago  our  ancestors  learned 
to  stand  erect  and  to  use  their  hands 
for  something  besides  walking.  About 
ten  years  ago.  man  emerged  from  his 
cave.  Five  years  ago,  he  learned  to 
read  and  write.  He  was  introduced  to 
electric  lights  and  the  automobile  just 
last  month,  and  was  astonished  by 
the  first  use  of  nuclear  power  only  a 
week  ago.  Within  a  day  or  so,  he 
plans  to  reach  the  moon. 

— Charies  F.  Jones. 


B.  C.  FORBES 

Let  us  pray  to  be  so  guided 
that  we  shall  foster  the  brother- 
hood of  man  and  thus  contribute 
to  ushering  in  the  Kingdom  of 
Heaven  on  earth  for  the  en- 
joyment of  our  children  and  our 
children's  children  and  the  chil- 
dren of  the  whole  human  race. 


No  one  is  so  rich  that  he  does  not 
need  another's  help;  no  one  so  poor 
as  not  to  be  useful  in  some  way  to  his 
fellow  man.  — Pope  Leo  XIII. 


I  see  in  this  world  two  heaps — one 
of  happiness  and  the  other  of  misery. 
Now,  if  I  can  take  but  the  smallest 
bit  from  the  second  and  add  it  to 
the  first,  I  carry  a  point.  I  should 
be  glad  indeed  to  do  great  things; 
but  I  will  not  neglect  such  little  ones 
as  this.  — John  Newton. 


The  most  essential  feature  of  man 
is  his  improvableness.  — John  Fiske. 


It  is  the  stars  as  not  known  to 
science  that  I  would  know,  the  stars 
which  the  lonely  traveler  knows. 

— Henry  David  Thoreau. 


Imagination  voyaging  through  chaos 
and  reducing  it  to  clarity  and  order  is 
the  symbol  of  all  the  quests  which 
lend  glory  to  our  lot. 

— Manuel  della  Torre. 


Man  will  become  immeasurably 
stronger,  wiser  and  subtler.  His  body 
will  become  more  harmonized,  his 
voice  more  musical.  The  average  hu- 
man type  will  rise  to  the  heights  of  an 
Aristotle,  a  Goethe,  a  Marx. 

— Leon  Trotsky. 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are  now 
available  in  a  574-page  book  at  $5.95. 
Send  check  and  order  to:  Forbes  Inc., 
60  Fifth  Avenue,  New  York,  N.Y. 
100H.  (Sales  tax:  New  York  City, 
add  5%.  Other  parts  of  New  York 
State,   add   2%    to  5%    as   required.) 


A  Text .  .  . 


Sent  in  by  H.  Ella  McWherter, 
Cleveland,  Ohio.  What's  your  fa- 
vorite text  ?  The  Forbes  Scrapbook 
of  Thoughts  on  the  Business  of 
Life  is  presented  to  senders  of 
texts  used. 


But  take  heed  lest  by  any  means  this 
liberty  of  yours  become  a  stumbling 
block  to  them  that  are  weak. 

— I  Corinthians  8:9 
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15, 1968 /FIFTY  CENTS 


The  Record  Business 
Psychedelic  Billions 


Would  you 


•  • 


this 


in  a  60-pound 
plastic  canoe? 


Golf  may  be  the  biggest  par- 
ticipant sport,  but  white  water 
boating  is  one  of  the  hairiest. 

As  soon  as  the  snow  melts, 
the  boaters  are  on  the  phone 
pestering  Army  Corps  of  Engi- 
neers people  to  get  river  gage 
readings.  When  the  water's  up, 
they  load  their  cars  with  tiny 
plastic  canoes  and  kayaks  and 
head  for  the  hills.  Then,  in 
scuba  suits  and  crash  helmets, 
they  prowl  the  roaring  rivers. 

All  canoes  used  to  be  made 
of  wood  and  canvas,  or  alumi- 
num. But  white  water  boaters 
want  the  strongest,  lightest 
boat  they  can  get  — and  for 
good  reason.  From  500  yards 
away,  as  they  whip  through 


the  rapids,  you  can  often  hear 
a  deep  booming  sound  as  they 
carom  off  sharp  rocks  that 
would  slit  an  ordinary  canoe. 

But  these  boats  aren't  ordi- 
nary. They're  made  from  poly- 
ester resin — the  kind  that  Hop- 
pers makes — reinforced  with 
fiber  glass.  Pound  for  pound, 
the  combination  is  stronger 
than  steel.  The  polyester/fiber 
glass  boats  are  very  light,  easy 
to  repair,  easy  to  build  (about 
half  the  white  water  boaters 
make  their  own). 

But  the  fastest  growing 
market  for  Koppers  polyester 
resins  is  in  commercial  boat 
building.  At  the  last  National 
Boat  Show,  70%  of  the  boats 


were  resin  and  fiber  glass, 
from  car  toppers  to  a  44-foot 
cruiser.  The  U.  S.  Navy  re- 
cently ordered  560  fiber  glass 
boats,  ranging  from  26  to  50 
feet,  and  they  have  an  80-foot 
patrol  craft  on  order.  112-foot 
minesweepers  are  in  the  plan- 
ning stage,  and  200-footers  are 
in  the  thinking  stage. 

We're  happy  that  reinforced 
plastic  is  making  better  boats, 
truck  parts,  structural  shapes, 
pipe,  building  panels,  and 
more.  Because  at  Koppers  we 
expect  to  sell  one  whale  of  a 
lot  of  polyester  resin  to  hold 
them  all  together. 

Koppers  Company,  Inc., 
Pittsburgh,  Pa.  15219. 


Plastics  •  Chemicals  and  Coatings  •  Architectural  and  Construction  Materials  •  Engineered  Products  •  Environmental  Systems  •  Engineering  and  Construction 


at  once 


(Long  Distance  can  work  wonders  for  the  busy  salesman.) 

Salesmen  can  do  more  in  a  day  these  days.  By 
using  Long  Distance,  they  can  cover  a  broader 
market.  Save  on  traveling  time  and  expenses.  In- 
crease efficiency.  Service  small  accounts.  And  stay 
closer  to  one  spot— home.  A  phone  is  just  a  phone 
until  you  learn  how  to  use  it. 
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A  certain  kind  of  management— savvy,  thorough— buys 
the  Jet  Commander.  And  not  because  it's  big,  fast,  and 
classy— which  it  is. 

We've  decided  it's  about  time  to  let  our  gear  down  and 
tell  you  why. 

"Why  don't  we  tell  them,"  somebody  asked,  "what 
we've  got  that  nobody  else  has  got  and  why  we've  got  it?" 

All  right  then,  we've  got  a  better  wing.  It's  straight.  Not 
swept  back.  The  Jet  Commander  wasn't  made  for  a  fighter 
pilot.  It  wasn't  inspired  by  a  military  design.  It  was  de-. 
signed  for  executive  travel. 

We  could  have  swept  the  wing  back.  But  we  figured  the 
tradeoff  in  stability  and  economy  against  saving  five  or 
ten  minutes  between  New  York  and  Chicago  didn't  make 
business  sense. 

And  because  of  the  straight  wing,  here  are  some  things 
we  are  not  required  to  add  or  charge  you  for:  Wing  slats, 
to  help  slow  the  airplane  down.  Wing  slots  and  Vortex 
generators,  to  improve  control.  Yaw  dampeners,  to  hold 
heading.  Wing  fences,  to  straighten  airflow.  A  stick  shaker, 
to  warn  against  stalling.  A  stick  pusher,  to  avert  the  stall 
that  comes  without  warning  in  swept  wing  aircraft.  And 
you  don't  have  to  pay  to  lift  all  that  gear.  Your  power  goes 
into  payload. 


STRAIGHT  TALK 


But  there  is  more  to  it  than  economy.  For  example,  with 
a  straight  wing  we  have  no  center  of  gravity  shift  with  fuel 
burnoff.  And  with  wings  square  to  the  line  of  flight,  there 
are  no  crosswind  landing  restrictions.  Not  only  does  the 
FAA  certify  that,  it  also  certifies  the  Jet  Commander  for 
all-weather  flying  —  in  known  icing  conditions. 


ABOUT  CORPORATE  JETS! 


Now,  we  haven't  mentioned  yet  that  we  have  greater 
stability  in  turbulence  than  any  other  business  jet,  or  that 
we  land  with  more  control.  But  we  do. 
And  every  time  you  come  floating  over 
the  fence  into  one  of  those  little  fields 
you're  always  popping  in  and  out  of, 
you'll  find  it  hard  to  believe  that  only  minutes  before  you 
were  doing  over  500  miles  an  hour. 


JET  C0MM/UUDE* 


The  Jet  Commander...  is  American.  All  components  are  now  made  and  assembled 
in  the  United  States.   YOUR  DOLLARS  STAY  IN  THE  U.S.A. 


ISRAEL.  AIRCRAFT  INDUSTRIES,  LTD.   /J? 

eSO  THIRD  AVENUE,  NEW  YORK,  N.Y.  10022 


With  all  of  these  advantages  you'd  think  we'd  call  it 
enough.  We'll  be  brief.  We  designed  an  oval  cabin  so  you 
would  have  more  headroom  and  a  flat  floor.  We  have  the 
only  business  jet  where  all  the  passengers  really  ride  first 
class— well  ahead  of  the  engines  and  wings  which  is  the 
quietest  and  most  comfortable  position  in  the  airplane.  It 
isn't  good  business  to  get  somewhere  in  a  big  hurry  and 
be  all  worn  out  when  you  arrive. 

For  dependability  we  put  in  five  individual  sources  of 
electrical  power— one  of  the  best  systems  in  any  jet  air- 
plane no  matter  what  the  price.  We  added  one  of  the  best 
hydraulic  systems,  with  a  most  dependable  back-up  sys- 
tem. We  put  in  a  fuel  heater  system  that  means  the  fuel 
needs  no  additives  to  keep  it  from  freezing  at  high  alti- 
tudes. (The  Jet  Commander  is  certificated  to  45,000  feet.) 

We're  also  certified  for  one  of  the  highest  "G"  loads  of 
all  business  jets  — proof  of  structural  integrity.  We  have 
one  of  the  highest  Vmo  (maximum  operating  limit  speed) 
of  all  business  jets.  We  were  the  first  to  be  certified  for 
Category  II  (landings  when  ceilings  are  only  100  feet  and 
forward  visibility  one-quarter  mile  — further  endorsement 
of  the  Jet  Commander's  stability).  These  are  advantages 
you'll  discover  when  you  apply  your  business  judgment 
to  the  Jet  Commander. ..125  of  these  tough,  reliable  cor- 
porate jets  are  in  use  today,  proving  their  worth  and  justi- 
fying their  selection.  Many  corporations  have  purchased 
a  second  Jet  Commander  after  experiencing  the  efficiency 
of  the  first. 

One  last  thing  about  the  businesslike  straight  wing. 
The  fact  that  it  gives  you  such  a  controlled  landing  and 
stable  ride  is  why  the  most  modern  supersonic  military 
jet  and  the  futuristic  SST  go  to  the  expense  of  building  it 
into  their  subsonic  flight  mode  —  tor  maximum  safety  and 
stability  during  the  critical  periods. 

Which  reminds  us.  We  have  another  attractive  advan- 
tage every  corporate  officer  appreciates...  PRICE. 

Distributed  by: 

BECKETT  AVIATION  CORPORATION 

Chicago,  Illinois;  Cleveland,  Youngstown,  Ohio;  Pittsburgh,  Pa. 
BIG  BROTHER  AIRCRAFT,  INC. 

Atlanta,  Georgia;  Nashville,  Tennessee 
WESTERN  COMMANDER,  INC. 

Sanla  Monica,  San  Jose,  California;  Oenver,  Colorado 
COMMANDER  AVIATION  LTD. 

Mallon,  Ontario,  Canada 
MOORE  AVIATION  LTD. 

Calgary,  Alberta,  Canada 
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sticking  to   its  tried-and-true   success   formula. 

COMMUNICATIONS  SATELLITE  CORP.  48 

Comsat's  future  seems  hemmed  in  by  conflicting 
interests  that  only  Congress  is  likely  to  resolve. 
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Does 
it  really 

work? 


Does  it  make  sense  for  USI  to  be  in 
many  different  businesses? 

Is  it  possible  for  us  to  manage  a 
variety  of  companies  effectively? 

Some  answers: 

Our  philosophy  of  diversification 
gives  us  the  flexibility  to  move 
quickly  into  areas  of  opportunity.  At 
the  same  time  we  protect  ourselves 
against  cyclical  movements  in  the 
economy. 

USI  moves  into  new  areas  only 
when  our  surveys  show  growth  po- 
tential. And  we  enter  them  through 
companies  already  successful  in 
those  areas. 

We  acquire  companies  only  if  their 
successful  people  commit  themselves 
to  staying  on  and  continuing  to  run 
the  companies. 

We  encourage  these  successful 
people  to  expand  their  companies  by 
utilizing  the  corporation's  financial, 
managerial,  and  planning  resources. 
As  their  operations  grow,  these  men 


receive  larger  rewards  than  would 
have  been  possible  before  they  be- 
came part  of  USI.  (A  further  incen- 
tive: These  men  own  a  substantial 
portion  of  all  USI  stock;  if  anyone 
cares  about  USI's  performance,  they 
do.) 

The  managers  of  these  companies 
and  our  corporate  officers  meet  quar- 
terly to  plan  USI's  progress  and  set 
its  goals.  (Our  current  goal:  Double 


USI  is  industrial  products — metal  and 
plastic  forming  equipment;  automated 
handling  equipment;  fasteners;  steel 
processing;  monitoring  and  measuring 
devices;  paper  products;  agribusiness 
systems;  petrochemical  equipment; 
construction  materials;  commercial  fur- 
niture; equipment  distribution. 


USI  is  consumer  products  —  women's 
apparel;  men's  apparel;  shoes;  home 
lighting  fixtures;  juvenile  furniture  and 
equipment;  health  care  products. 


USI  is  services — financing  and  leasing. 


1967  sales  and  earnings  by  1970  or 
sooner.) 

Constantly  monitoring  the  com- 
panies' progress  towards  their  goals 
are  six  group  chairmen,  located  in  the 
field.  They  form  the  essential  link 
between  corporate  headquarters  and 
the  individual  companies  that  make 
up  each  cohesive  group. 

Some  results: 

Last  year,  USI's  reported  sales  were 
$283  million— almost  three  times 
those  of  three  years  ago.  Reported 
profits  of  $12  million  were  over  five 
times  those  of  three  years  ago. 

After  joining  USI  our  companies 
have  continued  to  grow— at  an  aggre- 
gate rate  of  15  per  cent  annually. 

In  the  first  quarter  of  1968,  USI 
reported  a  new  high  in  sales  and  prof- 
it performance.  And  our  present  an- 
nual sales  rate  is  almost  $500  million. 

The  question  was,  does  it  really 
work? 

At  USI,  we  think  it  does. 


U.S.Industries,Inc. 

usii  Successful  people  united  for  greater  growth. 


250  Park  Avenue,  New  York,  N.Y.  10017 


FORBES,  JULY  15,  1968 


Cook. 


Forbes 


ditor:  James  W.  Michaels 

rt  Director:  Ed  Wergeles 

tecutive  Editor:  Dero  A.  Saunders 

enior    Editors:    Harold    Lavine,    lames 

ichard  Phalon,  Ruth  A.  Meyer 

ssociate  Editors:  Robert  J.  Flaherty,  Wayne  Welch 

taff  Writers:  Thomas  J.  Gilgut,  Henry  Neiger, 

eoffrey  Smith.  Howard  Rudnitsky,  Art  Oetman  Jr., 

avid  Pauly 

tatistical  Department:  Editor,  Donald  E.  Popp-. 

jward  Sakalian 

eporters:    Dolores    Angevine,    Barbara    Keleti, 

lomas  Stevenson,   Edward   Riner,   Louis  Licht, 

Jward  Dalski,  Walter  Rogers,  Robert  Kearns 

ditorial  Researchers:  Chief,  Clothield  Spencer; 

larsha   Beckerman,    V.   Judith    Bowman,    Janet 

rachman,  Lillian  F.  Foster,  Betty  Franklin,  Janet 

irschen,  Jeremy  G.  Warner 

1  Department:  William  E.  Galbreath,  Assistant 

irector,    Nicolette    Caliendo,    Renee    A.    Lee, 

jzanne  Rinas 

)S  Angeles  Bureau:  Stephen  Quickel,  Manager; 

len  Melton.  Alvin  A.  Butkus 

Washington    Bureau:    Peter    Weaver,    Manager, 

imes  Flanigan,  Florence  Summers 

fecial  Reports  Editor:  Joseph  Carter 

ilumnists:    Heinz    H.    Biel,    George    J.    Henry, 

jcien   0.    Hooper.    Sidney    B.    Lurie,    John   W 

:hulz.  Raphael  Yavneh 

oduction  Manager:  John  J.  Romeo; 

ssistant,  Stephen  F.  Grogin 

dvertising,  Sylvia  Schwartz 


■esident:  Malcolm  S.  Forbes 

jblisher:  James  J.  Dunn 

Jministrative  Vice  President:  Leonard  H.  Yablon 

scretary-Treasurer:  G.  Weiner 

ce  President— Business:  Leslie  C.  Quick  Jr. 

ce  President— Circulation:  Richard  E.  Kline 

ce  President:  Wallace  F.  Forbes 

mtroller:  Joel  B.  Redler 

rector,  Special  Activities:  Lawrence  J.  McKearney 

rector  of  Sales  Promotion:  Wm.  Donald  Garson 

irector  of  Circulation  Promotion:  George  Casey 

Ivertising  Representatives: 

ew  York:  60  Fifth  Ave.  lOOll 

jymond  P.  Murray,  Mgr. 

tephen  G.  Nicoll,  George  C.  Clissold, 

nold  J.  Prives,  William  P.  Cooley, 

illiam  R.  Evans  Jr.,  Edward  G.  Ballard 

hicago:  1829  Tribune  Sq. 

hn  H.  W.  Rhein,  Mgr. 

ank  A.  Duffy 

ichael  C.  Shea 

eveland:  562  Hanna  Bldg. 

jnald  W.  Murk.  Mgr. 

ichard  L.  Harter 

itroit:  1104  Penobscot  Bldg., 
Clarke  Williams,  Mgr. 

is  Angeles:  711  S.  Vermont  Ave.,  Zunich 
Follansbee,  Inc. 

in  Francisco:  315  Montgomery  St.,  Zunich 
Follansbee,  Inc. 

illas:  LTV  Tower,  Donald  R.  Brown 


Mgr.-Subscription  Service:  T.M.  York 

60  Fifth  Ave.,  New  York,  N.Y.  10011 


Paid  circulation  over  520,000 


FOUNDED   1917  BY  B.C.   FORBES  (1880-1954) 

3RBES,  JULY  15,  1968 


Side  Li 


You  Gotta  Have  Soul 

When  you're  sitting  with  a  high-powered  executive,  you  don't  expect 
his  office  suddenly  to  explode  with  music.  You  don't  expect  the  official 
to  start  pounding  his  feet,  snapping  his  fingers,  beating  his  desk  and 
crying.  "Da,  dah!  Da,  dah!  Da,  dah!  What's  the  matter  with  you?  How 
can  you  resist  that  beat?"  Things  like  that  aren't  supposed  to  happen 
in  the  executive  suite. 

However,  things  just  like  that  kept  happening  to  Senior  Editor 
Harold  Lavine,  Reporters  Ellen  Melton  and  Louis  Licht  and  Research- 
er Betty  Franklin  in  the  course  of  doing  this  issue's  cover  story  (p.  22) 
on  the  record  industry.  The  burgeoning  market  for  records  is,  basically, 
a  youth  market;  and,  for  that  reason,  even  if  they're  middle-aged,  suc- 
cessful record  company  officials  frequently  act,  talk  and  dress  like 
hippies.  Russ  Regan,  vice  president  of  MCA's  Uni/ Revue  Records,  is 
typical.  After  interviewing  him  in  his  Sunset  Strip  office,  Ellen  Melton 
reported:  "He  admits  to  39.  He  wears  a  turtleneck,  a  blazer  and  side- 
burns— incongruously  greying.  He  talks  hip  and  seems  really  to  dig 
the  kids  he  works  with — which  is  probably  why  they  dig  him." 

In  Nashville,  Licht  went  to  interview  Felton  Jarvis,  A&R  (artist 
and  repertoire)  man  for  the  Radio  Corp.  of  America.  The  office  itself 
made  him  do  a  doubletake.  It  didn't  have  any  windows 
and  it  was  crammed  to  overflowing  with  Spanish  Mis- 
sion furniture,  including  two  huge  chests  which  held  a 
stereo.  Over  Jarvis's  desk  was  a  picture  of  the  Madonna. 
It  gazed  at  a  picture  of  Elvis  Presley.  Jarvis,  who,  at 
33,  earns  $100,000  a  year  from  RCA,  wore  a  turtle- 
neck  complete  with  necklace. 

Licht  asked  Jarvis  a  simple  question.  For  answer, 
Jarvis  flicked  a  switch.  The  voice  from  the  stereo 
(Mickey  Newberry's)  nearly  blasted  Licht  from  his  chair: 
"I  pushed  my  soul  in  a  big,  dark  hole/  and  followed  it  in./  I  met 
myself  as  I  was  coming  out/  as  I  was  crawling  in."*  Above  the 
clamor  of  the  music,  Jarvis  said:  "Things  like  that  are  what  kids 
are  digging  today.  They  don't  want  songs  to  come  right  out  and 
say  what  they're  saying.  Like  they  say:  'What  did  he  mean  by  I 
pushed  my  soul  in  a  big,  dark  hole?  What's  he  trying  to  say?'  They 
dig    that." 

David  R.  Kapralik,  vice  president  of  A&R  for  CBS'  Epic  Records, 
ga*ve  Lavine  an  idea  of  why  record  company  officials  are  that  way. 
Kapralik  is  a  dark,  dapper  man  who  sports  a  beard  and  sideburns. 
Lavine  asked  him:  "How  old  are  you?"  Kapralik  replied:  "36."  "Aren't 
you  a  bit  old  for  this  business?"  "Yes,  but  I'm  a  case  of  arrested 
development.  In  this  business  you  can't  survive  unless  you're  a  case  of 
arrested  development." 

Lavine  was  sitting  with  one  record  company  official  when  four 
youngsters  with  hip-length  hair,  who  were  dressed  in  clothes  that  must 
have  been  designed  by  a  kaleidoscope,  walked  in.  After  they  left, 
Lavine  asked:  "What  are  they?  Men?  Women?  What?"  The  record- 
maker  shrugged:  "Four  animals,"  he  said.  "What  do  you  care  what 
sex?  A  year  ago,  they  used  to  come  around,  I'd  lend  them  five  bucks 
to  buy  dinner — five  bucks  for  the  four  of  them.  This  year  they'll  make 
half  a  million.  And  the  oldest  isn't  21.  It  ain't  the  sex  that  counts;  it's 
the  sound." 

The  nation's  business  schools  have  turned  out  a  great  many  bril- 
liant MBAs,  but  clearly  what  they  have  isn't  what  the  record  industry 
needs.  In  the  record  industry,  you  don't  need  an  MBA  degree,  you 
gotta  have  soul.  ■ 
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We'll 

serve 

your 

employees 

FREE 
COFFEE 

—to  show  you  how 
Cory  Coffee  Service 

stamps  out  the  high 
cost  of  coffee  breaks 

Simply  mail  coupon  below!  We'll  serve 
you  and  your  employees  delicious, 
freshly  brewed  coffee  free  as  we 
demonstrate  the  advantages 
of  Cory  Coffee  Service: 

•  Serves  3  to  3,000  employees 
delicious,  Cory- brewed  coffee 
around  the  clock,  day  or  night. 

•  Your  choice  of  4  of  the  world's  finest 
automatic  coffee  brewer  models, 
one  of  which  will  fit  your  own 
individual  requirements. 

•  Installation*  and  maintenance  is 
free.  No  capital  investment. 

•  You  pay  only  for  the  number  of  cups 
of  coffee  you  use— only  50  a  cup, 
brand  of  your  choice,  cream  and 
sugar  included 
free.  As  low  as 
30  for  larger  users. 

•  Optional  plans 
available. 


<=  comr  -* 


CORK 

CORY  OFFICES  IN  ALL  PRINCIPAL  CITIES 

CORY  COFFEE  SERVICE  PLAN,  INC. 
3200  W.  Peterson  Ave.  fo 

Chicago,  Illinois  60645 

Yes!  please  tell  us  more  about  your  Free  Coffee 
Offer  and  Cory  Coffee  Service  Plan 


Name. 
Firm_ 


Address. 
City 


.State. 


.Zip. 


Telephone 

©  1967  Cory  Coffee  Service  Plan,  Inc. 


Trends 

&  Tangents 


WASHINGTON 


Bearing  the  Load.  Smack  up 
against  the  political  reality  that  if 
the  Senate  does  not  pass  a  mutual- 
fund  bill  before  adjournment,  he 
would  not  get  any  bill  at  all  this 
year,  Securities  &  Exchange  Com- 
mission Chairman  Manuel  F.  Co- 
hen was  forced  recently  to  endorse 
the  proposed  Senate  bill  which  is  a 
good  deal  less  than  he  had  hoped 
for.  This  means  that  after  a  lot  of 
brave  talk  about  eliminating  the 
front-end  load  on  contractual  plans, 
all  that  will  be  done  is  to  stretch 
the  front-end  sales  charge  over  a 
few  more  years  of  the  mutual- 
fund  contract.  It  is  likely  that  the 
House — where  a  stronger  bill  got 
bottled  up  in  committee — will  ac- 
cept the  Senate  version,  just  as 
Cohen   did. 

Centimeter  of  Progress.  Believ- 
ing that  28.3  grams  of  prevention 
are  worth  453  grams  of  cure,  the 
House  of  Representatives  last 
month  authorized  a  study  of  the 
metric  system  for  use  in  the  U.S., 
virtually  the  last  nation  on  earth 
that  has  not  decided  to  give  up  the 
inch  and  the  pound.  Calls  for  a 
study  have  been  perennial  in  Con- 
gress since  1959.  This  one  will  get 
under  way  but  not  without  the  cau- 
tious charge  of  Representative  John 
B.  Anderson  of  Illinois  who  put 
amendments  in  the  bill  requiring 
that  the  Department  of  Commerce 
make  a  full  study  of  the  conse- 
quences of  going  metric  for  Ameri- 
can industry.  Representative  An- 
derson did  so  at  the  behest  of  his 
machine-toolmaker    constituents. 


BUSINESS 


crease  in  cost.  To  fly  110,000 
pounds  of  cargo  across  country  in 
the  ancient  DC-3,  he  notes,  would 
require  16  trips,  128  landings  and 
99  pilots.  The  Super  DC-8  does  it  in 
one  trip  with  two  landings  and  three 
pilots.  Furthermore,  the  DC-3 
would  burn  48,000  gallons  of  high- 
octane  fuel  at  a  cost  of  $8,160;  the 
DC-8  would  get  by  on  21,000  gal- 
lons of*kerosene  at  a  cost  of  $2,100. 

Catpower.  Just  because  Cater- 
pillar Tractor  Co.  prospers  by  con- 
centrating on  heavy  earthmoving 
machinery  doesn't  mean  that  it  can't 
step  smartly  into  a  related  field. 
That's  what  happened  very  quietly 
four  years  ago,  when  Ford  Motor 
Co.  went  looking  for  a  supplier  to 
design  and  build  a  lightweight  diesel 
engine  specifically  for  mid-range 
trucks  (between  16,000  and  26,000 
pounds  gross  vehicle  weight).  Die- 
sel technology  had  made  the  small 
engine  possible,  but  Ford  didn't 
want  to  spend  the  money  to  develop 
its  own  engine,  and  it  could  not  find 
a  manufacturer  who  would  start 
from  scratch.  Then  it  asked  Cat, 
which  specializes  in  heavier  diesels 
for  long-haul  and  construction  use, 
to  build  a  lightweight  V8  diesel  for 
stop-and-go  city  delivery  use.   Cat 


I 1 

CHANGE  OF  ADDRESS 

If  you  plan  to  move,  let  us  know 
a  month  before  so  we  can  change 
your  address  and  keep  FORBES 
coming  to  you.  Attach  a  recent 
mailing  label  and  fill  out  your  new 
address  in  the  space  provided 
below. 


Air  Freight  Taking  Off?  Despite 
its  rapid  growth,  air  freight  has  be- 
come a  mostly  profitless  operation. 
But  Robert  W.  Prescott,  president 
of  the  all-freight  Flying  Tiger  Line, 
disagrees  with  the  pessimists  and 
points  to  use  of  the  Super  DC-8-63F 
as  the  turning  point.  Prescott  says 
the  "stretched"  DC-8's  effective  ca- 
pacity of  110,000  pounds  yields  a 
40%  gain  in  payload  at  a  15%  in-       I 
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OVERSEAS 


Trying  Harder.  Avis  Rent  A  Car 
S\stem  claims  that  its  new  agree- 
ment with  Czechoslovakia's  state- 
owned  Pragocars  of  Prague  is  the 
first  official  pact  between  an  Eastern 
European  state  enterprise  and  a  ma- 
jor Western  car  rental  company. 
This  time,  Avis  won't  be  able  to  say 
that  it  tries  harder  because  it's  only 
No.  Two — Pragocars  is  the  only 
car-rental  operation  in  Prague.  ■ 


did.  and  now  Ford  is  a  leg  up  on  its 
competitors.  The  big  loser  on  the 
deal  is  Cummins  Engine,  which 
may  well  lose  its  status  as  Ford's 
Fargest  supplier  of  diesels. 

Always  an  Insurance  Man.  You 

say  you  don't  understand  your 
child?  Your  child  says  he  doesn't 
understand  you?  Good  salesman 
that  he  is,  Robert  B  Williams,  a  top 
agent  of  the  Northwestern  Mutual 
Life  Insurance  Co.,  sees  a  way  to 
convert  this  problem  into  sales.  He  i 
says  juvenile  insurance  policies 
are  the  answer.  "I  know  of  in- 
stances." says  Williams,  "in  which 
juvenile  in^rance  plans  eventually 
led  to  completely  new  and  better 
understanding  between  the  affluent 
parents  and  their  restless,  search- 
ing children."  The  idea  is  to  give 
the  child  an  insurance  policy  as 
a  gift  in  lieu  of  an  erector  set  or 
a  new  car.  Supposedly  when  the 
child  reache-.  25  years  of  age  and 
assumes  the  low  premium  payments 
himself,  he  will  begin  to  appreciate 
Dad's  farsightedness.  Voila!  Gen- 
eration gap  bridged.  But  Mr.  Wil- 
liams doesn't  say  what  happens  if 
Junior  decides  you  should  have 
bought  growth   stocks   instead. 

Who  Needs  Capital?  Does  it  take 
money  to  make  money?  Not  in  the 
case  of  the  Cuban  refugee  com- 
munity in  the  Miami  area.  Four 
years  ago  the  Inter  National  Bank 
opened  its  doors  in  Miami.  More 
than  60cc  of  its  customers  were 
of  Cuban  extraction  and  their  initial 
deposits  averaged  a  meager  $35.  To- 
day that  average  has  grown  to  over 
$850.  "It's  unbelievable  what  these 
people  have  accomplished,"  says 
Richard  Pallot,  one  of  the  bank's 
vice  presidents.  "Many  of  them 
came  to  this  country  with  no  mon- 
ey. But  many  were  professionals, 
and  they  did  bring  with  them  their 
education  and  a  lot  of  guts.  Now 
we  worry  about  what  would  hap- 
pen to  the  local  economy  if  they 
suddenly  decided  to  leave." 


Varo:  Part  of  the  outdoor  recreation  picture. 


What  do  you  think  of  when 
you  think  about  an  elec 
tronics  company? 

Most  of  the  time  you  associ- 
ate electronics  with  serious  things. 
Computers,  business  equipment  and 
systems,  space  and  military  vehicles.  Things 
like  that. 

Varo  makes  electronic  components  for  use 
in  all  of  these  applications,  but  we  also  make 
components  for  equipment  used  in  one  of  the 
country's  fastest-growing  outdoor  recreation 
activities,  boating. 

To  be  specific,  we  developed  an  integrated 
bridge  rectifier  for  one  of  the  leading  outboard 


motor  producers. Used  with 
the  alternator  it  helps  main- 
tain a  high  state  of  battery 
charge  for  instant  starts,  and 
protects  the  ignition  circuit  in  case 
of  voltage  surge. 
This  product  demonstrates  the  technical 
leadership  and  scientific  achievement  across  a 
broad  spectrum  that  has  contributed  so  much 
to  our  company's  growth,  and  is  reflected  in 
all  of  the  product  lines  throughout  Varo. 

For  a  detailed  picture  of  where  the  company 
has  gone  and  what  it  has  done  since  its  incep- 
tion in  1946,  write  for  our  annual  report.  Ad- 
dress requests  to  Public  Relations,  Dept.  F-l. 


o 


VARO 

Varo,  Inc.,  Executive  Office,  Garland  Bank  &  Trust  Bldg.,  P.O. Box  411,  Garland,  Texas  75040 


DETROIT  EDISON   REPORTS 

More  Air  Conditioning 
Spurs  "Energy"  Growth 

Growth  in  electric  air  conditioning  continues  to  be  one  of  the 
dominant  factors  influencing  increased  electric  energy  con- 
sumption by  residential  customers.  There  are  over  20,000 
homes  and  apartments  in  our  service  area  with  central  air 
conditioning.  And  more  than  a  quarter  of  a  million  window 
or  room  cooling  units  are  in  use  on  our  lines. 

Other  competitive  appliances  have  also  shown  significant 
progress.  Over  70,000  electric  ranges,  40,000  electric  dryers 
and  21,000  electric  water  heaters  were  sold  during  an  ex- 
tended sales  promotion  program  recently  completed. 

In  1967,  Detroit  Edison  sold  a  record  total  of  more  than  23 
billion  kilowatt-hours. 

237th  Consecutive  Quarterly  Dividend 

Common  stock— 35^  per  share  payable  July  15,  1968,  to 
shareholders  of  record  June  26,  1968. 

The  third  quarterly  dividend  of  $1.37V2  per  share  upon  the 
new  preferred  stock  is  payable  July  15,  1968,  to  holders  of 
record  on  June  26,  1968. 

DETROIT  EDISON 

Serving  Growing  Southeastern  Michigan 
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Where  are 

you  going  to 

be  when  you 

grow  up? 

Will  you  still  be  stuck  up  there 
in  the  loft?  With  high-rise  living 
cramping  your  production.  Or  will 
you  be  down  here  with  us?  Where 
you  can  breathe,  expand,  and 
grow — profitably. 

We've  got  lots  of  rail-served 
sites  just  waiting  for  the  small 
business  that's  rarin'  to  bust  out. 
And  an  Industrial  Development 
Department  that'll  be  glad  to  lend 
a  hand.  Get  growing.  Call  our  local 
salesman  or  write:  Vice  President, 
Merchandise  Freight  Department, 
One  Charles  Center,  Baltimore, 
Maryland  21201. 

THE  C&O/B&O  RAILROADS 

Cleveland  44101    •    Baltimore  21201 


I  YOUNG  RADIATOR  COMPANY 

'General   Offices     M       no,   Wisconsin   53403 

>r»  •  Heat  Exch»ngo<  -r%  •  un.l  Neman 


EGGHEADS 

Adults  who  attended  or  grad- 
uated college 


Forbes 

Fortune 
Business  Week 


72.0% 

71.4% 
58.5% 


Forbes  has  the  highest  con- 
centration of  college  edu- 
cated readers  found  in  the 
1968  Simmons  Study  of  the 
audiences  of  57  publications. 


PACESETTERS 

Adults  employed  as  Profess- 
ional or  Managerial 

Forbes  55.8% 

Fortune  47.6% 

Business  Week  40.4% 

Forbes  has  the  highest  con- 
centration of  Professional  or 
Managerials  found  in  the 
1968  Simmons  study  of  the 
audiences  of  57  publications. 


The  Wrong  Sizzle? 

Sir:  Your  article  "Sizzle,  Sizzle"  (June 
15)  sizzled  with  generalities,  erroneous 
conclusions  and  outright  errors.  You  saw 
fit  to  expound  to  a  highly  negative  degree 
and  in  a  very  general  manner  on  an 
entire  industry  that  has  generally  been 
extremely  successful.  Your  article  com- 
pletely missed  the  point  in  not  emphasiz- 
ing that  it  is  relatively  easy  for  both  the 
prospective  investor  and  the  prospective 
franchisee  to  separate  the  rank  specula- 
tions from  the  true  growth  opportunities. 
[There  are  also]  statistical  errors.  In  the 
case  of  Hardee's  Food  Systems,  Inc.,  our 
corporate  equity  was  shown  by  Forbes 
at  $2  million.  Even  if  we  go  back  to  the 
published  quarterly  of  Jan.  31,  1968,  the 
corporate  equity  was  in  excess  of  $7 
million.  Forbes  also  showed  Hardee's 
latest  12-month  earnings  at  85  cents  per 
share,  when  they  were  in  fact  $1.04  from 
Jan.  31,  1968  and  $1.14  at  Apr.  30,  1968. 
The  above-mentioned  inaccuracies,  the 
reported  5-cent  cost  of  the  18-cent  ham- 
burger, do  not  lend  credence  to  this 
inept  article. 

— Leonard  Rawls 
President, 
Hardee's  Food  Systems,  Inc. 
Rocky  Mount,  N.C. 

1)  Our  point  was  not  that  all  franchis- 
ing-company stocks  are  "rank  specula- 
tions," but  rather  that  most  of  them  sell  at 
extremely  high  price/earnings  and  price/ 
asset  ratios.  2)  We  used  a  July  31,  1967 
equity  figure,  but  even  using  the  newer, 
higher  figure,  Hardee's  still  sells  at  more 
than  six  times  equity,  more  than  40  times 
earnings.  3)  Our  earnings  figure  was  for 
the  latest  reported  12  months  (through 
Jan.  31,  1968)  and  was  correct  as  we 
reported  it.  4)  We  stick  by  our  cost  figure 
of  5  cents'  worth  of  ingredients  for  an 
18-cent  hamburger;  Mr.  Rawls  apparently 
feels  we  should  count  overhead  as  part 
of  the  hamburger — Ed. 

Goodbody's  Earnings 

Sir:  An  article  about  Wall  Street  in 
your  June  15  issue  refers  to  the  earnings 
of  those  brokerage  firms  which  make 
public  their  expenses  and  profits  each 
year.  You  did  not  mention  Goodbody  & 
Co.  [which]  began  the  policy  of  publiciz- 
ing its  profits  in  1965.  Consistent  with 
those  of  other  major  companies  on  the 
Street,  Goodbody's  earnings  in  1967  were 
substantially  higher  than  in  1966. 

— Philip  S.  Schiliro 

Budget  and  Cost 

Control  Manager, 

Goodbody  &  Co. 

New  York,  N.Y. 

Who's  a  Dog? 

Sir:  Boonshaft  &  Fuchs  was  one  of  the 
companies  that  Schlumberger  Ltd.  ac- 
quired (Forbes,  May  J5).  Your  article 
tends  to  lump  us  with  the  "doggy  com- 

(CONTINUED    ON    PAGE    70) 
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Successful  executives 
keep  moving  fast  with  the  fast-paced  world 
of  modern  business  through 

THE  EXECUTIVE  PROGRAM 


The  mark  of  the  man  who  moves  ahead  is  not 
simply  how  much  he  knows — but  how  well  he 
keeps  on  learning.  Learning  the  changing  tech- 
niques of  management,  the  new  tools  for  deci- 
sion-making. Learning  new  ways  to  cut  costs, 
increase  profits,  increase  production. 

How  do  you  keep  on  learning?  Thousands  of 
top  executives  have  found  the  answer  in  THE 
EXECUTIVE  PROGRAM.  Every  month  the 
Executive  Program  offers  you  the  latest  and  best 
in  business  thinking — the  vital  new  ways  and 
new  methods  discovered  by  the  most  alert  minds 
in  business  today.  It's  an  amazing  service  and  an 
amazing  value. 


The  Executive  Program  is  a  book  club — with 
a  difference.  Just  by  reading  these  books,  you 
can  get  the  background  equivalent  to  a  Master's 
Degree  in  Business  Administration.  You  get  the 
books  you  need  at  savings  of  up  to  40%.  You  get 
a  free  bonus  book  with  every  four  selections  you 
buy.  These  books  are  pre-selected  by  experts,  so 
you  don't  waste  time  looking  through  books  that 
won't  help  you. 

It's  the  easy  way  to  keep  up  with  what's  going 
on,  to  stay  on  top  of  your  job,  to  build  your  own 
valuable  reference  library.  With  this  special 
money-saving  offer,  you  have  every  reason  for 
trying  the  Executive  Program  now. 


CHOOSE  ANY  THREE  OF  THESE 
VALUABLE  BOOKS  FOR  ONLY  $4.95 

i  Retail  Prices  Shown) 

55140.  THE  IMPACT  OF  COMPUTERS  ON  MANAGE- 
MENT. Ed.  by  Chat  A  Myers.  Latest  thinking  and 
research  by  leading  figures  In  computer  sciences  and 
management.  $10.00 

86500.  THE  WAY  THINGS  WORK.  An  Illustrated  En- 
cyclopedia  o!  Technology  Best-selling  explanation 
of  everything  from  the  ball  point  pen  to  the 
computer  $8.95 

88060.  THE  YEAR  2000.  Herman  Kahn  and  Anthony 
r  important  look  forward  by  members  of 
renowned  Hudson  Instltute-an  eye-openlns  aid  to 
present  and  future  planning  Some  surprising  con- 
elusions.  $9.95 

64270.  THE  NEW  INDUSTRIAL  STATE.  John  Kenneth 
Calbraith.  Brilliant  study  of  how  the  vast  changes 
In  the  new  Industrial  system  have  revamped  our 
economv  and  our  lives.  'Dazzling  "-Washington 
Post  $695 


81870.  SYSTEMS  ANALYSIS:  A  Diagnostic  Approach. 

Von  Court  Hare.  Jr.  The  first  book  to  fully  and 
lucidly  explain  the  many  facets  of  systems  analysis. 
Shows  how  this  major  management  development 
vitally  affects  virtually  every  aspect  of  modern  in- 
dustry. $12.50 

32490.  THE  AGE  OF  THE  MANAGER.  Ed.  by  Robert 
and  Seon  Monley.  Today's  management  man,  ana- 
lyzed In  detail  by  leading  social  commentators. 

$9.00 

37090.  BUSINESS  IDEAS  /  WHEN  IT'S  YOUR  TURN 
TO  SPEAK.  Dual  selection  showing  how  to  develop 
profitable  business  ideas,  plus  helpful  guide  to  ef- 
fective public  speaking.   (Counts  as  1  choice).  $8.95 

37170.  BUSINESS  STRATEGY  AND  POLICY.  J-  Thomas 
Cannon.  Brilliantly  sets  forth  competition-proof 
and  systematic  techniques  of  effective  decision- 
making $10.00 

37230.  CAN  SMALL  BUSINESS  SURVIVE  /  THE  MAN- 
AGERIAL MIND.  Dual  selection:  a  "survival  pro- 
gram" for  the  small  businessman,  plus  insightful 
analysis  of  managerial  mind.   (Counts  as  1  choice) 

$9.90 


iHeyear2000 


Take  up  to  $43.40 
worth  of  books 
for  only  $4.95 

choose  any  three 

with  a  brief 
trial  membership 
in  The 
Executive 
Program 


39100.  THE  CODEBREAKERS.  David  Kahn.  Monu- 
mental, lavishly  illustrated  scientific  history  of  the 
art  of  secret  writing  and  of  codes  and  ciphers.  A 
masterpiece  destined  to  become  a  classic.         $14.95 

43830.  THE  EFFECTIVE  EXECUTIVE  /  LEADERSHIP 
IN  ADMINISTRATION.  Dual  selection.  Brilliant  ana- 
lysis of  skills  executives  must  master,  plus  con- 
troversial study  of  leadership.  (Counts  as  1  choice). 

$9.45 
56600.  IT  ALL  DEPENDS  /  WIPED  OUT.  Dual  selec- 
tion showing  new  flexible  approach  to  organization 
problems.  (Winner,  McKinsey'  Foundation  Book 
Award)  plus  investor's  detailed  account  of  how  he 
lost  a  fortune  in  the  stock  market.  (Counts  as  1 
choice) .  $9.45 

48530.    FINANCIAL   AND    MANAGERIAL   ACCOUNTING. 

Harold  Bierman,  Jr.  A  lucid  analysis  of  every  major 
aspect  of  accounting,  from  the  most  elementary  to 
the  most  sophisticated.  $8.95 

53940.  HUMAN  BEHAVIOR  IN  ORGANIZATIONS. 

Leonard  R.  Sayles  and  George  Strauss.  Shows  how 
executives  can  build  teams,  handle  mistakes,  mini- 
mize resistance  to  change,  much  more.  $9.50 

67240.  PATTERNS  FOR  SUCCESS  /  THE  YOUNG  EX- 
ECUTIVES. Dual  selection:  re-creation  of  Harvard 
Business  School's  Advanced  Management  Program, 
plus  probe  of  today's  "new  executive  breed". 
(Counts  as  1  choice).  $9.95 

46790.  EXECUTIVES  UNDER  FIRE.  Chester  Burger. 
Tough-minded  commentary  on  how  men  achieve 
success— or  are  destroyed— under  stress  in  top  man- 
agement. $5.95 

53660.  HOW  BUSINESS  ECONOMISTS  FORECAST.  Ed. 

by  Wm.  F.  Butler  and  Robert  A.  Kavesh.  Trade 
secrets  of  ?9  of  the  nation's  foremost  business 
forecasters.  $15.95 


Trial  Membership  Application 


The  Executive  Program 

Front  and  Brown  Streets,  Riverside,  N.  J.  08075 

Please  enroll  me  as  a  Trial  Member  and  send  the 
3  books  whose  numbers  I  have  filled  in  below. 
Bill  me  only  $4.95  for  all  three,  plus  shipping. 
If  not  delighted,  I  will  return  them  within  10 
days  and  my  membership  will  be  cancelled. 

As  a  Trial  Member,  I  need  accept  as  few  as  3 
more  Selections  during  the  next  12  months,  al- 
ways at  reduced  Member's  Prices  plus  shipping, 
and  I  may  cancel  Membership  any  time  there- 
after. Each  month  I  will  receive  a  Newsletter 
describing  the  forthcoming  Selection,  along  with 
a  convenient  form  for  requesting  Alternate  Selec- 
tions or  no  book  at  all.  I  understand  I  may 
choose  a  free  Bonus  Book  for  every  4  Selections 
purchased.  (Introductory  Offer  counts  as  the 
first  Selection.) 


3  books  for  $4.95 
(write  in  numbers) 


CITY 

Please  be 

sure 

STATE ZIP 

to  indicate  correct  zip  code. 

3-758 
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We  help  feed 

every  American... 

every  day 


.  .  .  and  we  do  it  with  a  growing  array 
of  food  products.  For  instance,  of  the 
millions  of  bushels  of  soybeans  we 
processed  last  year,  some  went  into 
high  protein  food  ingredients  that 
improve  taste,  looks  and  nutrition. 
A  greater  portion  went  into  over  a 
million  and  a  half  tons  of  animal  feeds 


.  .  .  high  protein  feeds  that  help 
produce  more  meat,  milk  and  eggs  in 
less  time  at  less  cost. 
Add  to  that  half  a  billion  eggs  and  over 
two  hundred  million  pounds  of  poultry 
we  marketed  last  year  and  the  table 
really  groans.  Every  American  eats 
from  it  every  day.  Many  don't  know 


it,  of  course.  Soybeans  are  in  bread 
but  there's  no  such  thing  as  "whole 
soybean  bread"  .  .  .  yet. 
One  thing  you  can  be  sure  of: 
whenever  you  shop  at  your  supermarket, 
we'll  be  silently  serving  you. 


That's  why  we're  called  The  Foodpower  People 


4&  Central  Soya 
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The  FOODPOWER  People 

Fort  Wayne,  Indiana 


A  UNIQUE  GROWTH  ORGANIZATION  SERVING  AGRICULTURE 
AND  INDUSTRY  THROUGH  SOYBEAN  PROCESSING, 
FEED  MANUFACTURING,  POULTRY  MARKETING, 
GRAIN  MERCHANDISING  AND  SOYBEAN  CHEMURGY. 
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'With  all  thy  getting  get  understanding' 


Fact  and  Comment 


HOLD  ONTO  YOUR  HAT 


Better  yet.  get  out. 

Out  of  those  untested,  wildly  soaring  Hot  New  Issues, 
those  Over-The-Counter  iBMs  of  Tomorrow,"  whose 
most  visible  assets  seem  to  be  marketplace  asses;  out  of 
stocks  that  have  doubled,  tripled  and  quadrupled  on  little 
more  than  the  greed  of  "sure-thing"  grabbers. 

You  know  the  kind  of  stocks  I'm  talking  about. 

There's  going  to  be.  not  necessarily  too  long  from  now, 


a  '62-like  correction — punishment  would  be  a  better  word 
— of  the  present  market  binge.  The  good  stuff  will  no 
doubt  suffer  along  with  the  bad,  but  nothing  like  as  bad 
and  not  for  very  long. 

This  is  the  right  time  for  those  with  undeserved,  dizzy 
speculative  profits  to  take  'em  while  they  still  got  'em. 

To  coin  a  phrase,  nobody  ever  went  broke  taking  a 
profit. 


BE  LAZY-LIVE  BETTER 


What  is  it  that  enables  Americans  to  have  more  and  do 
lesv  and  less ' 

Energy. 

Not  just  our  individual  energy  in  terms  of  ambition 
harnessed  to  brain  power,  but  producing,  directing,  using 
the  energ\    resources  of  our  great  land. 

At  the  last  American  Mining  Congress  I  moderated  a 
panel  of  four  tip-toppers  representing  the  four  principal 
energy  sources  m  this  country.  My  only  credentials  were 
a  warm  invitation,  a  near-total  ignorance  of  the  subject, 
and  confidence  in  the  good  manners  of  participants  and 
audience. 

It  was  a  fascinating,  highly  educational  experience.  Like 
you.  I  had  never  really  stopped  to  think  how  much  of  our 
power  and  pelf  stems  from  the  economical  development 
of  our  energy  resources,  plus,  of  course,  knowing  why  and 
what  we  want  to  do  with  the  energy  when  it  is  made  afford- 
ably  available. 

We  get  what  makes  our  wheels  go  round  from  under- 
neath the  ground — from  oil.  natural  gas,  coal  and  uranium, 
i.e..  nuclear  energy:  in  reserve  and  under  intensive  develop- 
ment, tar  sands  and  shale.  Traditionally,  these  fuels  have 
been  as  competitive  in  the  marketplace,  one  with  another, 
as,  say.  General  Motors,  Ford  and  Chrysler. 

Some  interesting  observations  about  energy  in  the  years 


ahead  were  made  by  the  pan- 
elists. 

B.R.  Dorsey,  the  two-fisted, 
dynamic  president  of  Gulf, 
spoke  for  oil  but  covered  the 
whole  spectrum  a  bit: 

"The  proved  reserves  of 
crude  oil,  natural  gas,  tar 
sands,  coal  and  uranium  ore 
in  the  U.S.  and  Canada  total 
about   a    120-year  supply   at 

the  1967  rate  of  consump- 
tion. .  .  .  However  .  .  .  90% 
of  the  proved  reserves  are 
coal.  We  foresee  a  future 
with  abundant  supplies  of 
fuels  for  North  America.  .  .  . 
I  think,  fundamentally,  we 
[energy  suppliers]  will  be 
fighting  it  out  for  a  share  of 
the  market  for  a  long  time." 
John  Corcoran,  president 
of  huge  Consolidation  Coal  Co.  (now  merged  with  Con- 
tinental Oil),  observed  with  a  geniality  quite  unlike  the 
rough  Coal  Barons  of  yesteryear:  "Coal  has  a  remarkable 


sw 
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United  Air  Lines  had  to  choose  a  plane  for  the  1970s.  They  chose  to  go 

U.S.A.  all  the  way. They  chose  the  McDonnell  Douglas  DC-10. 

They  chose  jet  engines  made  by  General  Electric.  And  that  choice  helped  start 

a  program  that  means  a  saving  for  the  United  States  of  $550,000,000  in  balance  of 

trade.  And  assures  20,000  jobs  for  the  United  States.  Jobs  in  25  states,  including  Ohio, 

New  Hampshire,  Massachusetts, Vermont,  New  Mexico  and  California.  Isn't  that  what 

youd  expect  from  an  airline  named  'United*  whose  colors  are  red,  white  and  blue? 

Progress  is  our  most  important  product 


GENERAL 


ELECTRIC 
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Under  IBM's  Umbrella 

Competition  is  heating  up  in  the  computer  industry.  But  far  from  weak- 
ening IBM's  market  position,  the  chances  are  it's  going  to  strengthen  it. 


Tholgh  giant  International  Business 
Machines  signed  the  consent  decree 
by  which  it  agreed  to  sell  as  well  as 
lease  its  data  processing  equipment  12 
years  ago.  the  Justice  Department  has 
continued  to  keep  a  close  watch  on 
IBM's  conduct  of  its  business.  It  has 
been  no  secret  either  that  IBM  has 
bent  over  backward  to  meet  the  terms 
or  the  decree  to  the  letter.  IBM.  after 
all.  is  still  vulnerable.  With  over  70% 
of  the  computer  market  and  a  40% 
operating  profit  margin,  IBM  has  most 
of  the  advantages  of  a  monopoly  with- 
out actuallv  being  one. 

But  there  has  never  been  a  full-scale 
investigation.  This  is  partly  because 
IBM  has  scrupulously  avoided  any 
tactics  that  would  in  any  way  smack 
of  unfair  competition. 

There  is  another  factor  staying 
Justice's  hand:  IBM's  present  market 
position  benefits,  rather  than  harms, 
the  rest  of  the  industry.  Because  of 
its  dominant  position,  IBM  is  able  to 
keep  its  profit  margins  higher.  But 
because  its  prices  are  high,  IBM  pro- 
vides a  price  umbrella  under  which 
the  smaller  companies  in  the  industry 
have  been  able  to  establish  themselves. 
As  these  companies  gradually  gain 
strength — or  so  the  argument  runs — 
they  will  cut  into  IBM's  market  share. 
and  emerge  as  sturdy  competitors. 

Now,  however,  a  new  and  unex- 
pected competitive  force  is  entering 
the  computer  industry — the  computer- 
leasing  companies  (see  table).  Basic- 
allv  their  business  consists  simply  of 
buying  computers  from  IBM  and  then 
leasing   them   out    for    10%    to    16% 


less  than  IBM  does.  Five  years  ago 
there  were  only  a  handful  of  such 
companies.  Today  there  are  over  100, 
and  the  number  is  growing  every 
month.  Small  and  loaded  with  debt, 
these  companies  will  buy  something 
like  $500  million  worth  of  IBM  360 
computers  this  year,  more  than  the 
entire  computer-leasing  industry  has 
purchased  since  it  began  in  the  early 
Sixties. 

Until  this  year  it  wasn't  clear 
whether  the  leasing  companies,  which 
after  all  buy  their  computers  pre- 
dominantly from  IBM,  were  IBM's 
allies  or  enemies.  But  in  recent  months 
the  situation  has  clarified.  IBM  appar- 
ently considers  the  computer-leasing 
companies  competitors — so  much  so 
that  some  leasing  companies  have  pri- 
vately accused  IBM  of  unfair  market- 
ing practices. 

It's  Easy.  From  IBM's  point  of  view, 
their  competition  is  peculiarly  infur- 
iating. When  a  computer-leasing  firm 
hears  that  a  company  is  planning  to 
rent  a  360  computer  from  IBM  for, 
say,  $250,000  per  year,  it  moves  in, 
offers  to  buy  the  computer  itself  and 
then  rents  it  for  $225,000  per  year 
under  a  lease  running  for  one  or  more 
years.  IBM  will  still  provide  most  of  its 
normal  programming  and  engineering 
assistance.  The  major  difference  be- 
tween the  two  arrangements — aside 
from  price — is  that  the  IBM  lease  is 
cancellable  at  short  notice  while  the 
leasing  companies'  aren't. 

The  leasing  companies  say  they  can 
offer  the  lower  rates  because  IBM's 
rental    rates    are    needlessly    high    as 


compared  with  its  sale  price.  IBM  will 
sell  a  computer,  which  it  leases  for 
$250,000  per  year,  for  $1  million.  So 
the  leasing  company  pays  $1  million 
for  the  machine  in  1968  and  places  it 
on  lease  at  $225,000  per  year.  By 
1973  it  will  have  recovered  its  orig- 
inal purchase  price.  By  1974  it  will 
also  have  recovered  the  interest  cost  of 
borrowing  the  $1  million  to  buy  the 
computer  as  well  as  other  overhead 
costs.  From  then  on,  everything  is 
gravy.  Or  it  ought  to  be. 

The  problem  is  this:  When  the  orig- 
inal lease  expires,  be  it  in  one  or  four 
years,  the  leasing  company  has  a 
computer  on  its  hands.  To  cover  de- 
preciation plus  protect  profits,  it  must 
lease  it  again  quickly  and  without  a 
sharp  price  cut.  Often  this  simply  in- 
volves a  renewal  of  the  old  lease.  But 
if  that  fails,  the  computer  will  have 
to  be  put  under  lease  to  somebody 
else,  and  customers  already  under  an 
IBM  lease  are  among  the  likeliest 
prospects.  Thus  IBM  will  find  itself 
competing  head  on  with  its  own  ma- 
chines and  its  own  services.  "When 
this  happens,"  says  D.P.  Boothe  Jr., 
founder  of  Greyhound's  computer- 
leasing  operation  and  now  head  of 
Boothe  Computer  Corp.,  "I  think 
IBM  is  going  to  get  pretty  damn 
unhappy." 

Right  now,  since  only  a  handful  of 
original  leases  have  expired,  no  one 
knows  for  sure  just  how  easy  it  will 
be  to  re-lease  the  machines.  But  the 
industry  is  haunted  by  the  experiences 
of  Management  Assistance  Inc.,  which 
started     buying     and     leasing     IBM 


The  Computer  Leasers:  A  Statistical  Profile 


Company 

Data  Processing  F&G 
Greyhound  Computer  Corp.t 
Leasco  Data  Processing 
Levin-Townsend  Computer** 
Randolph  Computer 

•Company  was  incorporated  in  1965.  tFormerly  G.C.  Computer  Corp.  **Stock  data  excludes  effect  of  3-for-2  split  payable  July  18. 
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punched-card  equipment — the  prede- 
cessors of  computers — in  1961.  Earn- 
ings increased  278%  from  1963  to 
1966.  In  1966  MAI  netted  $2  million, 
but  last  year  plunged  into  the  red. 
Last  month  the  company  announced  it 
was  writing  off  $17  million  of  IBM 
punched-card  equipment,  which  it  was 
unable  to  lease.  IBM  computers  had 
severely  depressed  the  market  for  the 
punched-card  equipment. 

Clearly,  IBM  holds  the  key  to  the 
future  of  the  computer-leasing  in- 
dustry. If  it  were  to  bring  out  a  more 
powerful  computer  line,  it  would  re- 
duce the  value  of  the  computers  owned 
by  the  leasing  companies.  Or  if  it  were 
to  reduce  the  price  of  the  360,  the 
leasing  companies  would  no  longer 
have  IBM's  fat  margins  to  undercut. 
Either  move  could  put  the  leasing  corn- 


Why  Not?  The  leasing  companies 
have  bought  IBM  computers  be- 
cause of  IBM's  dominant  market 
position,  its  large  profit  margins 
and  its  rental-purchase  price  struc- 
ture. Why  hasn't  anyone  tried  this 
with  United  Shoe  Machinery's 
equipment  (left)  or  Xerox'  copying 
machines  (far  right)?  Both  share 
these    same    characteristics.    .    .    . 


panies  in  serious  jeopardy. 

Safe  in  the  Shadow.  The  leasing 
companies,  however,  are  counting  on 
IBM's  being  unwilling  to  take  either 
action.  For  one  thing,  IBM  doesn't 
want  to  be  accused  of  restraining  com- 
petition. "Somebody  once  referred  to 
them  as  the  world's  largest  unregulated 
public  utility,"  Boothe  says,  "and  I 
would  think  they  would  want  to  keep 
it  that  way."  For  another,  says  Saul 
Steinberg,  president  of  Leasco  Data 
Processing  Equipment  Corp.,  "purely 
economic  reasons  prevent  IBM  from 
taking  on  the  leasing  companies." 
IBM's  rentals  from  the  360  will  be 
running  close  to  $5  billion  a  year 
within  the  next  few  years.  If  IBM 
were  to  cut  its  rates  by  15%  to  meet 
the  leasing  company  prices,  it  would 
certainly  crush  them.  But  a  15%  price 


cut  would  cost  IBM  $750  million,  and 
this  would  come  directly  out  of  its 
pretax  profits  ($1.3  billion  in  1967). 
So  the  leasing  companies  figure  they 
are  safe. 

Just  how  safe  depends  on  how  much 
damage  they  are  doing.  In  some  res- 
pects, after  all,  the  leasing  companies 
help  IBM.  "We  are  expanding  their 
market,"  says  John  Randolph,  presi- 
dent of  Randolph  Computer  Corp. 
Then  too,  Randolph  points  out,  IBM's 
direct  sales  to  the  leasing  companies 
give  it  the  cash  it  needs  to  finance  its 
.  future  growth.  "Believe  me,"  Randolph 
says,  "during  the  last  couple  of  years 
when  we  were  buying  all  this  equip- 
ment, they  were  delighted  to  get  it, 
because  their  cash  flow  was  strained." 

But  that  doesn't  mean  that  IBM  is 
delighted  now.  As  computer  purchases 
mount,  current  income  rises — but  at 
the  expense  of  rental  revenues.  The 
result  is  that  IBM  has  more  difficulty 
in  predicting  its  future  revenues  and 
consequently  in  planning  the  long-term 
capital  expenditures  that  are  the  bed- 
rock of  its  business. 

Obviously,  IBM  would  prefer  to  do 
the  leasing  itself.  IBM  will  get  $500 
million  this  year  from  selling  machines 
to  the  leasing  companies.  But  the  same 
machines  would  gross  roughly  $875 
million,  if  they  were  under  IBM  lease 


WHEN  THE  MUSIC  STOPS 

Why  argue  with  success?  Success 
compounded  with  success  has  been 
the  lot  of  investors  and  speculators 
in  computer-leasing  stocks  recently. 
Data  Processing  Financial  &  Gen- 
eral sold  for  22  in  1967  and  soared 
as  high  as  184  this  year;  late  last 
month  it  sold  for  130.  Stocks  of 
the  five  biggest  leasing  companies 
recently  sold  for  a  combined  $736.8 
million — which  is  over  five  times 
book  value,  44  times  earnings  and 
8  times  their  combined  sales. 

Moreover,  the  leasing  companies 
are  virtually  assured  of  being  able 
to  report  rising  earnings  over  the 
next  few  years.  Why?  Because,  as 
depreciation  money  is  used  to  re- 
duce debt — or  invest  in  more  ma- 
chines— interest  costs  on  already 
leased  machines  will  decline. 

Indeed,  why  argue? 

Simply  because  similar  "success- 
es" have  had  a  way  of  being  very 
costly  to  investors  in  the  past.  In 
less  than  two  decades  the  stock 
market  has  experienced  a  series  of 
booms-followed-by-busls  in  groups 
which  had  a  brief  day  of  glory. 
Among  them:  uranium,  bowling, 
small   electronics   companies,   book 


publishing.  In  their  heydays  the 
profits  were  vast  for  the  early  in- 
vestors; for  the  late-comers  the 
losses  were  horrendous. 

Will  the  boom  in  computer-leas- 
ing stocks  similarly  fade?  Or  does 
the  smart  money  know  something 
■ — a  technological  breakthrough  in 
computer  design  or  a  bold  new 
marketing  campaign?  Hardly.  Com- 
puter-leasing companies  don't  know 
how  to  build  a  computer.  And  they 
don't  market  them  either.  They  do 
have  a  handful  of  salesmen,  but 
only  to  sell  the  short-term-lease  idea 
to  companies  which  have  been  pre- 
sold by  IBM.  "IBM  is  our  manu- 
facturing and  marketing  division," 
says  one  industry  executive. 

More  original,  however,  and  dar- 
ing are  the  industry's  bookkeep- 
ing practices.  Consider  the  case 
of  Randolph  Computer.  It  was 
founded  only  three  years  ago.  By 
the  end  of  last  year  it  had  $27 
million  in  equity  capital,  $13  mil- 
lion in  revenues  and  net  income  of 
$1.8  million— $1.47  a  share.  Those 
profits  were  three  times  better  than 
1966's  and  compared  with  a  deficit 
in   1965. 

Quite  a  record,  that.  Perhaps  it 
does  justify  a  total  market  value  of 
$96  million,  32  times  earnings.  But 


look  closer.  Examine  Randolph's 
depreciation  schedules.  The  com- 
pany owns  nearly  $50  million 
worth  of  IBM  machines.  It  writes 
them  off  over  ten  years  on  a 
straight-line  basis.  That  comes  to 
almost  $5  million  a  year  in  depre- 
ciation. But  IBM  itself  depreciates 
its  leased  machines  on  a  four-year 
basis.  If  Randolph  had  used  a  four- 
year  basis,  its  depreciation  charges 
would  have  soared  to  $12.5  million. 
Instead  of  a  $1.8-million  net  profit, 
Randolph  would  have  had  to  re- 
port a  loss  of  over  $4  million.  Its 
price/ earnings  ratio  could  not  have 
been  32  times  earnings,  but  infinity 
times  earnings. 

By  industry  standards,  Randolph 
is  conservative.  Levin-Townsend 
and  DPF&G  use  more  liberal  tech- 
niques. They  "flow  through"  the 
investment  tax  credit  and  depreciate 
their  computers,  guessing  that  they 
still  will  have  a  residual  value  of 
15%  after  ten  years.  Levin-Town- 
send and  DPF&G  reported  earn- 
ings of  $1.14  and  $1.35  per  share, 
respectively,  in  their  most  recent 
fiscal  years.  Had  they  not  used 
these  two  techniques,  L-T  and 
DPF&G  would  have  shown  earn- 
ings of  only  64  cents  and  87  cents 
a  share,  roughly  40%    less.  Using 
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for.  say.  seven  years.  If  this  trend 
continues.  IBM  would  have  the  eco- 
nomic incentive  to  cut  prices — or 
hurry  new  computers. 

Escalation.  Even  now  IBM  is  mak- 
ing some  subtle  moves  in  this  direc- 
tion. In  January,  when  it  announced 
the  Model  25  and  Model  85  members 
of  the  360  computer  family,  it  set 
rental  prices  lower  in  relation  to  sale 
prices  than  it  had  on  previous  models. 
This  makes  it  harder  for  the  leasing 
companies  to  buy  the  machines,  but 
it  also  means  a  modest  reduction  in 
IBM's  margins. 

But  the  computer-leasing  firms  are 
taking  countermeasures  of  their  own. 
In  February  the  Computer  Lessors' 
Association  charged  IBM,  in  effect, 
with  discriminating  against  them  be- 
cause it  didn't  guarantee  full  engineer- 
ing, programming  and  educational 
support  to  subsequent  users  of  leas- 
ing-company  computers.  As  a  result, 
the  leasing  companies  were  handi- 
capped in  getting  new  customers  once 
original   leases  expired. 

IBM's  reply  was.  in  the  words  of 
one  leasing-company  president,  "vague 
and  cavalier.  It  was  obvious  that  IBM 
was  not  going  to  respond  to  gentle 
persuasion."  Harvey  Goodman,  presi- 
dent of  Data  Processing  Financial  & 
General  Corp.  and  a  member  of  the 


.  .  .  One  reason  is  that  Xerox'  copy- 
ing machines  are  smaller-ticket 
items  and  require  a  bigger  sales 
effort.  As  for  the  shoe-machinery 
market,  it  is  hardly  growing.  But 
the  most  important  reason  may  be 
that  neither  Xerox  nor  United  Shoe 
Machinery  has  made  it  as  easy  to 
buy   their   machines  as   IBM   has. 


Association,  threatened  IBM  with  an 
antitrust  suit  in  30  days  if  it  did  not 
agree  to  service  suboequent  users  of 
leasing-company  computers.  Within 
the  30-day  period  IBM  announced 
that  it  would.  "Goodman  put  IBM  un- 
der the  gun  and  they  reacted,"  says 
one  leasing-company  president. 

Not  that  the  computer-leasing  com- 
panies will  place  IBM  in  any  funda- 
mental danger.  On  the  contrary,  they 
will  bolster  IBM's  percentage  of  the 
market  since  they  buy  almost  exclu- 
sively IBM  computers.  IBM's  profit 
margins  may  be  hit.  But  they  are  so 
high  already  that  the  damage  won't 
be  too  great. 

However,  the  other  manufacturers 
may  feel  the  squeeze,  since  they  will 
have  to  compete  not  only  against  giant 
IBM  but  against  over  a  hundred  other 


companies  who  are  in  effect  peddling 
IBM's  wares.  In  this  context,  Control 
Data's  recently  proposed  acquisition 
of  Commercial  Credit  becomes  all  the 
more  intriguing.  With  CC's  enormous 
financial  resources  at  its  disposal,  CD 
could  solve  the  recurring  financial 
problems  of  its  own  leasing  opera- 
tions. It  would  also  have  the  oppor- 
tunity to  set  up  a  full-scale  computer- 
leasing  operation  of  its  own,  providing 
the  full  line  of  computer  equipment 
that  CD  currently  lacks. 

"I  was  talking  to  someone  in  the 
Justice  Department  one  day,"  says  one 
computer-leasing  company  executive, 
"and  he  said  that  they  had  been  trying 
for  years  to  develop  competition  in  the 
computer  industry,  but  they  never  ex- 
pected it  to  develop  this  way." 

Nobody  else  did  either.   ■ 


IBM's  methods,  all  three  would  re- 
port red  ink.  To  be  sure,  most  of 
these  companies  are  confidently 
predicting  higher  earnings.  But  these 
gains  could  come  to  a  halt  as  cur- 
rent leases  run  out  well  before  the 
machines  are  fully  depreciated. 

At  IBM's  1968  annual  meeting 
Chairman  Thomas  J.  Watson  Jr. 
posed  the  key  question.  Computer- 
leasing  companies,  he  said,  "bet  the 
machines  will  live  longer  in  the 
market  place  than  we  bet  and,  there- 
fore, depreciate  them  over  a  longer 
period  of  time.  The  answer  remains 
to  be  seen." 

If  the  computer-leasing  compa- 
nies are  wrong,  earnings  will  be  hit 
"hard.  And  the  evidence  is  that  the 
leasing  companies  are  wrong.  True, 
a  360  computer  will  probably  have 
a  physical  life  of  at  least  ten  years. 
But  to  depreciate  these  machines 
on  a  ten-year  straight-line  basis 
doesn't  leave  a  margin  of  error  for 
the  day  when  the  computer-leasing 
companies  must  cut  their  rates  on 
older  machines  to  meet  a  new  IBM 
computer  line  or  an  IBM  price  cut. 

More  immediate  price-cutting 
pressure  may  come  from  the  small 
companies  that  are  jumping  into 
computer  leasing  every  month. 
"Some  of  these  guys  think  all  they 


have  to  do  is  borrow  some  money 
from  their  aunt  and  uncle  and  they 
are  in  business,"  says  W.  Carroll 
Bumpers,  president  of  Greyhound 
Computer  Corp.  "What  worries  me 
about  this  is  that  if  they  buy  too 
many  computers,  we  will  be  com- 
peting with  each  other." 

The  computer-leasing  companies 
could,  of  course,  set  up  their  ac- 
counting to  reflect  these  kinds  of 
risks,  beasco,  in  fact,  does.  When 
it  writes  its  typical  lease,  it  writes 
off  the  cost  of  the  machine  in  four 
years,  much  the  way  IBM  does. 
Greyhound  Computer,  while  not 
nearly  as  conservative  as  Leasco, 
in  effect  recognizes  the  probability 
of  price  cutting  in  the  Seventies  by 
depreciating  currently  purchased 
machines  in  eight  years  rather  than 
in  ten. 

Earn  Now,  Worry  Later.  But  these 
are  exceptions.  Earnings,  after  all, 
are  what  generate  action  in  today's 
stock  market.  And  action  is  what 
these  companies  have  gotten.  Data 
Processing  Financial  &  General  cur- 
rently has  a  total  market  value  of 
$181  million.  By  contrast,  Bausch 
&  Lomb,  a  scientific  instrument 
•company  that  has  been  around  for 
1 15  years  and  has  double  DPF&G's 
profits,   sells  for  only  about   $150 


million.  These  high  stock  prices  are 
good  for  more  than  the  egos  of  the 
leasing  companies'  top  stockholders. 
They  make  it  easy  to  sell  convert- 
ible debentures  to  bring  in  the 
funds  to  buy  more  computers. 
Which  in  turn  generates  more  profits. 

Once  this  cycle  reaches  a  certain 
point,  the  computer-leasing  compa- 
nies can  launch  acquisition  pro- 
grams, looking  for  companies  with 
solid  assets  and  big  revenues.  Since 
December  DPF&G  has  been  pur- 
suing Railway  Express  Agency,  a 
company  with  no  profits  but  some 
$440  million  in  annual  revenues. 
Levin-Townsend  recently  got  an 
option  to  buy  74%  of  the  shares  of 
Exquisite  Form  Industries,  which 
makes  brassieres,  distributes  mov- 
ies, owns  Florida  real  estate  and 
had  1967  sales  of  $33.5  million. 

High  stock  prices  also  mean  fat 
capital  gains.  In  May,  for  example, 
Howard  Levin  and  James  Town- 
send,  the  president  and  executive 
vice  president  of  Levin-Townsend, 
sold  61,000  shares  of  their  stock 
for  $5.3  million.  The  presidents  of 
Leasco,  Randolph  and  DPF&G 
have  all  sold  shares  in  the  last  year. 

So  far  the  boom  has  been  good 
for  everybody  involved.  But  what 
happens  when  the  music  stops? 
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The  Last  Rung 


For  A&P's  Mel  Alldredge,  the  long  climb  to  the  top  started 
37  years  ago  in  Evansville,  Ind.  and  culminated  in  Manhat- 
tan last  month  in  what  may  be  his  roughest  assignment  yet. 


One  Saturday  night  back  in  1931, 
young  Melvin  Alldredge  got  word 
from  his  supervisor  at  about  10  p.m. 
just  as  he  was  closing  the  A&P  store 
where  he  worked  in  his  home  town  of 
Evansville,  Ind.  Alldredge  was  to  re- 
port for  inventory-taking  at  7  a.m. 
Sunday  at  another  A&P  store  in  Evans- 
ville, which  he  was  told  he  would 
manage. 

Since  that  Sunday  nearly  40  years 
ago,  Melvin  W.  Alldredge  (left)  has 
had  promotion  on  top  of  promotion. 
But  none  ever  meant  quite  as  much 
as  that  first  step  up  the  ladder.  "It  took 
me  a  couple  of  hours  to  take  that 
inventory,"  he  recalls.  "After  it  was 
done,  I  stayed  behind,  alone.  I  stood 
in  the  middle  of  the  floor,  looked 
around  and  said  to  myself,  'This  is 
all  mine.'  I  had  just  turned  18.  It 
was  the  greatest  thrill  I  ever  had." 

Greater  than  the  news  last  month 
when  he  was   named  chief  executive 


of  The  Great  Atlantic  &  Pacific  Tea 
Co.,  all  4,730  stores,  all  $5.5  billion 
in  sales?  In  a  way,  yes.  Because  that 
first  promotion  was  pure  opportunity 
for  an  ambitious  young  man.  With  the 
new  job,  though  it  pays  some  $150,- 
-  000  a  year,  the  opportunity  comes  in- 
separably wrapped  up  with  some  of 
the  toughest  problems  in  American 
business.  During  the  Sixties  A&P  sales 
and  earnings  have  been  down  as  often 
as  up,  putting  the  biggest  U.S.  food 
chain  well  back  in  the  ruck  in  Forbes 
Annual  Reports  on  American  Industry. 
Things  have  been  rough  at  A&P 
lately.  So  much  so  that  when  Alldredge 
presided  at  A&P's  annual  meeting  in 
New  York  June  18,  he  had  the  un- 
pleasant task  of  trying  to  explain  away 
the  early  retirement  of  his  predecessor 
and  longtime  associate  Byron  Jay, 
who  left  A&P  after  only  three  years  at 
the  helm  for  unspecified  "personal" 
reasons. 


Gulp,  Munch  &  Merge 


Is  PepsiCo  a  food-and-softdrink  company  or  a  conglom- 
erate? A  little  of  both  and  with  problems  in  both  areas. 


When  Alfred  N.  Steele,  the  legendary 
head  of  Pepsi-Cola,  died  unexpectedly 
in  1959,  he  left  the  nation's  No.  Two 
soft-drink  company  in  great  shape. 
With  new  bottle  designs  and  sizes,  a 
new,  less  sweet  formula  and  an  aggres- 
sive advertising  policy,  Steele  had  final- 
ly begun  to  narrow  the  gap  between 
Pepsi  and  archcompetitor  Coca-Cola. 
Since  1950,  when  Coke  was  outselling 
Pepsi  5-to-l,  Pepsi  was  on  the  move. 
By  1959,  Coke  out-sold  Pepsi  by  only 
2. 5-to-l,  a  period  in  which  Pepsi's 
sales  and  earnings  tripled.  In  1959 
Pepsi  earned  an  extremely  impressive 
on  its  stockholders'  investment, 
nearly  double  Coke's  15%  return. 

But  Steele's  death  left  Pepsi  bereft. 
His  amiable  successor,  lawyer  Herbert 
Barnet,  was  noi  a  strong  leader.  In  the 
next  four  years  Pepsi  lost  momentum, 
and  its  share  of  market  dropped  while 
Coke,  stung  into  action  by  its  loss  of 
market  share, struck  back  with  new  bot- 
tles, sizes,  products  and  management. 

Pepsi's  500  independent  bottlers 
grew  restive,  and  so  did  the  younger 
men  in  management.  The  result  was  a 
palace  revolution,  supported  by  the 
board  of  directors,  which  catapulted 
42-year-old  Donald  Kendall,  president 
of  Pepsi  International,  into  the  presi- 


dency. Barnet  quietly  moved  upstairs 
to  chairman. 

Kendall  and  his  financial  vice  presi- 
dent, Herman  Schaefer,  introduced  fi- 
nancial controls,  merged  domestic  and 
international  management  to  create  a 
single,  one-world  company. 

A  problem  remained,  however.  With 
sales  of  only  around  $200  million  and 
little  stock  in  management  hands, 
Pepsi  was  vulnerable  both  to  possible 
takeover  and  to  big-time  competition. 
The  chances  of  continued  growth, 
moreover,  were  limited  by  the  strength 
of  Coca-Cola,  over  three  times  as  rich 
and  now  well  managed.  Kendall  and 
Schaefer  began   looking  for   mergers. 

Soon  they  met  Herman  Lay,  chair- 
man of  Frito-Lay,  Inc.  in  Dallas.  It 
was  love  at  first  sight.  "Potato  chips 
make  you  thirsty;  Pepsi  satisfies  thirst," 
Kendall  observes.  Little  more  than 
six  months  later  Herman  Lay  was 
Pepsi's  board  chairman  and  his  ex- 
ecutives held  five  of  16  seats.  Frito- 
Lay's  $184-million  sales  and  $7.8- 
million  profits  were  submerged  into 
Pepsi's.  In  recognition  of  the  major 
diversification  away  from  cola,  Pepsi- 
Cola  changed  its  name  to  PepsiCo,  and 
Herman  Lay  became  the  largest 
(2.5%)  stockholder. 


With  the  only  nationally  distributed 
potato  and  corn  chips,  Lay  had  been 
itching  to  expand  abroad  for  years, 
and  Pepsi's  strong  international  opera- 
tions are  a  good  base.  On  the  other 
hand,  Pepsi  hopes  the  joint  marketing 
possibilities  in  snack  foods  and  drinks 
will  give  PepsiCo  an  added  boost  in  its 
continuing  battle  with  Coke. 

The  Rub.  Unfortunately,  a  Federal 
Trade  Commission  suit  against  Frito- 
Lay  on  some  of  its  pre-Pepsi  acquisi- 
tions could  delay  many  of  the  joint  mar- 
keting benefits  PepsiCo  envisions  for 
its  snack  foods  and  soft  drinks.  Pepsi- 
Co would  probably  settle  for  a  consent 
decree  that  would  involve  getting  rid 
of  some  of  its  midwest  potato-chip 
plants  and  agreeing  not  to  acquire  any 
snack-food,  soft-drink,  coffee,  tea  or 
milk  companies  for  some  years. 

The  rub  would  come  if  the  FTC 
decree  should  limit  joint  advertising 
and  promotion  of  the  two  products. 
The  FTC  is  said  to  be  pressing  for 
such  a  limitation,  especially  in  TV 
piggyback  advertising  that  results  in 
reduced  rates.  A  piggyback  commer- 
cial is  usually  a  60-second  commercial 
bought  by  one  company  and  then  split 
into  two  30-second  commercials  for 
two  different  products. 
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These  circumstances  made  Alldredge 
close-mouthed  about  A&P  problems 
and  his  plans  to  solve  them.  Asked 
What  are  the  "couple  of  soft  areas" 
that  he  blamed  in  the  annual  meeting 
for  bringing  the  first-quarter  earnings 
down  (from  56  cents  to  44  cents),  he 
replies.  "They're  bounded  on  one  side 
by  one  geographic  area  and  on  the 
other  side  by  another  geographic  area." 
Asked  about  his  ideas  for  the  future. 
he  replies.  "There's  some  difficufty 
here,  because  if  we  talk  about  ideas 
we're  going  to  have  to  talk  people,  and 
I  don't  want  to  talk  people." 

Alldredge  is  not  looking  for  scape- 
goats outside  of  A&P  to  blame  for  its 
recent  falterings.  For  example,  he  ex- 
presses less  alarm  than  Safeway's 
Chairman  Robert  A.  Magowan  over 
the  threat  of  so-called  "discount  food 
stores"  (Forbes.  May  I),  though  he 
insists  A&P  faces  more  such  competi- 
tion than  Safeway.  "I've  heard  them 
before."  he  says  of  Safeway.  "They 
moan  all  the  way  to  the  bank." 

For  all  his  reticence,  however.  All- 
dredge does  indicate  as  much  by  ac- 
tions as  by  words  the  directions  in 
which  he  will  point  A&P.  The  ap- 
pointment  of  William  Corbus  to  one 


of  the  two  executive  vice  presidencies 
last  month  marks  the  first  time  in 
years  that  a  purchasing  man  has  held 
so  high  a  position.  This  suggests  what 
Alldredge  is  at  pains  not  to  deny,  that 
A&P  wants  both  new  items  and  new 
ideas  from  its  suppliers. 

"There  will  be  changes,"  adds  All- 
dredge. "in  the  variety  of  merchandise 
we  carry — enlarged  lines  and  greater 
variety  in  both  food  and  nonfood 
lines,  though  it's  possible  that  non- 
food will  get  a  greater  percentage  of 
the  ntw  items.  For  example.  Mr.  Kane 
[William  J.  Kane,  made  president  last 
month  after  Jay's  departure]  has  put 
in  over  300  delicatessens  in  A&P 
stores  in  the  past  three  years. 

"We've  already  started  looking 
at  store  development  [opening  new 
stores  and  enlarging  or  modernizing 
existing  ones]  and  at  warehousing 
and  transportation.  In  this  regard  we 
have  employed  outside  consultants — 
something  new  for  us — to  help  re- 
design our  Elmsford,  N.Y.  warehouse, 
where  we  had  a  fire  that  gave  us  a 
chance  to  do  something  good." 

The  Eggshell  Path.  Alldredge  also 
seems  inclined  to  improve  the  com- 
pany's responsiveness  to  criticism  from 


whatever  quarter.  Early  on  the  morn- 
ing of  the  annual  meeting,  for  exam- 
ple, he  revised  a  section  of  his  speech 
to  the  shareholders  in  order  to  take 
account  of  an  advance  story  on  the 
meeting  in  The  New  York  Times.  (It 
accused  the  company  of  saying  noth- 
ing to  the  press.)  However,  he  let 
pass  in  silence  Time  magazine's  repe- 
tition of  the  charge  by  Manhattan 
socialite  Huntington  Hartford,  grand- 
son of  A&P's  founder,  that  the  com- 
pany's "lavish"  pension  plan  required 
annual  payments  equaling  almost  half 
of  earnings.  (Besides  being  irrelevant, 
the  charge  was  untrue  because  it  com- 
pared pretax  and  after-tax  items.) 

What  it  all  boils  down  to  is  that  the 
most  important  part  of  Alldredge's 
task  will  be  to  break  with  some  of 
the  encrusted  tradition  that  has  held 
A&P  back  in  recent  years.  Who  is 
better  qualified  to  do  this  than  a  man 
who  knows  the  company  from  37 
years  of  intimate  association?  But  it 
means  hurting  old  friends  and  old 
associates,  certainly  a  sadder  prospect 
than  that  faced  by  the  bright-faced 
young  Hoosier  who  earned  his  first 
promotion  on  that  long-ago  Saturday 
night    in    Evansville,    Ind.    ■ 


However,  such  a  decree  would  not 
prevent  PepsiCo  from  moving  deeper 
into  the  food-and-drink  business,  since 
it  could  venture  into  beer,  liquor  or 
most  other  foods  sold  in  supermarkets. 
PepsiCo  is  well  on  the  way  to  setting 
up  the  kind  of  distribution  system 
that  can  handle  "anything  that  goes 
down  the  gullet,  and  lots  of  things  go 
down  the  gullet,"  as  Schaefer  explains. 

In  its  plans  to  expand  further  into 
food  and  drink.  PepsiCo  hopes  to  use 
its  now-extensive  operations  in  car. 
truck  and  equipment  leasing.  As  part 
of  Kendall's  effort  to  improve  bottler 
relations  and  to  diversify,  he  set  up 
Pepsi-Cola  Equipment  Corp.  in  1964 
to  lease  vending  machines  and  trucks 
to  the  bottlers.  The  company  was  so 
impressed  with  the  profits  and  growth 
o'f  the  equipment-leasing  and  moving 
businesses  (at  a  rate  of  more  than  20% 
a  year)  that  it  soon  looked  to  its  leas- 
ing as  a  profit  center  in  its  own  right. 
In  1966  PepsiCo  snapped  up  its  leas- 
ing consultant.  Lease  Plan  Interna- 
tional, for  $54  million  worth  of  stock. 
Lease  Plan,  a  big  truck  and  other 
equipment  leasor,  was  already  servic- 
ing many  of  the  Pepsi  bottlers. 

PepsiCo  has  since  acquired  Nation- 
al Trailer  Convoy  and  North  American 
Van  Lines  and  has  just  completed 
the  acquisition  of  Chandler  Leasing. 
Already  one  of  the  country's  biggest 
leasors  and  movers  of  autos,  trucks, 
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machinery,  office  trailers  and  house- 
hold goods,  it  is  investigating  comput- 
er and  tank-car  leasing. 

Can  a  soft-drink  company  find  hap- 
piness as  a  conglomerate?  That  remains 
to  be  seen.  PepsiCo  has  also  learned 
that  the  wrong  kind  of  diversification 
can  carry  a  heavy  price.  An  ill-fated 
attempt  to  get  into  sugar  refining  back- 
fired, and  PepsiCo  is  seeking  to  get  out 
fast.  It  started  building  a  huge  refinery 
at  Montezuma,  N.Y.  in  1963  to  handle 
both  beet  and  cane,  but  costs  ran  $12 
million* over  schedule  and  the  plant 
has  lost  more  than  $8  million  in  two 
years  of  operations.  A  $12-million  pre- 
tax write-off  in  1966  was  charged  to 
retained  earnings.  Had  it  been  charged 
to  operations.  Pepsi's  net  would  have 
been  only  about  $1.53  a  share  rather 
than  the  $1.83  reported.  The  company 
is  now  seeking  to  lease  the  plant  to 
Maine  Sugar  Industries.  If  the  deal 
goes  through,  sugar  losses  this  year 
should  be  around  5  to  6  cents  a  share, 
half  the  1967  loss. 

In  short,  then,  PepsiCo's  long-range 
future  depends  heavily  on  two  things: 
1)  the  company's  ability  to  persuade 
foreigners  to  munch  snacks  the  way 
Americans  do,  and  2)  its  ability  to 
master  the  fine  art  of  running  busi- 
nesses far  removed  from  soft  drinks 
•  without  management  losing  its  grip  on 
its  own  basic  business. 

The  jury  is  still  out.  ■ 
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$2  Billion  Worth  of  Noise 

Most  FORBES  readers  may  shudder  at  the  sound,  but  today's  popular 
music  has  pierced  the  Iron  Curtain  and  made  millionaires  out  of  dozens 
of  performers  and  businessmen  who  have  yet  to  see  their  30th  birthdays. 


It  sends  parents  screaming  into  the 
night,  eardrums  splintering;  so  who 
cares?  It  sends  the  kids  from  8  to  18, 
and  that's  what  counts.  It's  a  sound, 
a  sound,  a  SOUND.  Don't  call  it 
noise,  dad.  Try  to  dig  it.  For  it's  real- 
ly the  sound  of  music,  today's  and  to- 
morrow's; and  what's  more,  it's  the 
sound  of  money,  maybe  $2  billion 
worth.  It  has  blasted  the  slumbering 
record  industry  awake,  making  it  one 
of  the  fastest-growing  industries  to- 
day not  only  in  the  U.S.  but  in  the 
world;   and   everywhere   in   the   non- 


Communist  world  it  has  created  in- 
stant millionaires.  As  the  Beatles,  who 
themselves  have  become  a  multimil- 
lion-dollar international  corporation, 
Apple  Corps,  Ltd.,  might  say,  "Yeah! 
Yeah!   Yeah!" 

From  1956  to  1966,  manufacturers' 
sales  in  the  U.S.  alone  rose  from 
$155.5  million  to  more  than  $330 
million,  7.8%  a  year  compounded, 
while  retail  sales,  figured  at  list,  went 
from  $312.6  million  to  over  $700  mil- 
lion, 8.4% .  Last  year's  retail  sales  are 
estimated  at  nearly  $800  million,  and 


Only  Suckers  Buy  Records  At  List.  There  are  now  so  many  thousands 
of  record  outlets,  competition  has  become  so  intense,  that  few  retailers 
still  attempt  to  sell  records  at  list  price.  One  of  the  stores  that  led  the  way 
to  cutting  prices  was  Goody's  in  New  York  (above  and  below),  but  now 
almost  everybody's  doing  it.  As  a  result,  although  most  record  makers  still 
pay  singers'  and  musicians'  royalties  on  the  basis  of  list  price,  there  is  a 
trend  toward  basing  them  on  the  more  meaningful  manufacturer's  price. 


this  year  they  are  expected  to  ap- 
proach $900  million.  This  by  the  most 
conservative  estimate  available,  that  of 
the  Record  Industry  Association  of 
America.  John  M.  Wiley,  director  of 
research  for  Columbia  Records,  insists 
that  retail  sales  in  the  U.S.  already 
exceed  $1  billion.  In  contrast,  book 
sales  last  year  (excluding  textbooks) 
amounted  to  only  $1.3  billion. 

Overseas  the  record  industry  has 
grown  with  such  violence  that  no 
statistics  are  yet  available.  One 
knowledgeable  record  company  ex- 
ecutive, William  Gallagher,  vice  presi- 
dent of  the  Leisure  Time  Marketing 
Division  of  MCA,  Inc.,  believes  the 
market  in  the  United  Kingdom  and 
Western  Europe  is  now  as  large  as 
the  U.S.  market  and  growing  faster. 
Another,  Larry  Newton,  president  of 
ABC  Records  and  its  subsidiaries,  says 
revenues  from  abroad  last  year  con- 
tributed 35%  of  his  division's  earn- 
ings. These,  incidentally,  were  not  in- 
considerable. They  amounted  to  $4.4 
million  before  taxes.  The  American 
Broadcasting  Cos.  as  a  group  made 
$21.4  million. 

International  Language 

The  record  industry  has  become  a 
truly  worldwide  industry  because  what 
parents  call  noise  has  become  an  in- 
ternational teenage  language.  Maybe 
those  over  30  in  Wichita  don't  dig  it, 
but  Chinese  kids  in  Singapore  do;  in 
Singapore  the  biggest-selling  record 
is  Man  Without  Love  by  Engelbert 
Humperdinck.  In  South  Africa,  land  of 
apartheid,  the  No.  Three  record  is 
Louis  Armstrong  singing  What  a  Won- 
derful World;  the  No.  One  is  a  slice  of 
bubblegum*  called  Simon  Says.  Japan, 
land  of  the  geisha,  the  samisen  and  the 
five-note  scale,  is  rocking  to  records 
by  the  Monkees,  the  Wild  Ones,  the 
Village  Singers  and  the  Bee  Gees. 

The  industry  has  even  blasted  holes 
in  the  Iron  Curtain.  Among  the  best 
sellers  in  Czechoslovakia  are  I'm  Com- 
ing Home  and  There's  a  Kind  of  Hush. 

Listen,  dad:  This  is  now  an  in- 
dustry where  an  investment  of  next 
to  nothing  can  make  a  man  a  mil- 
lionaire practically  overnight.  ABC's 
Larry  Newton  tells  a  story:  "In  1966," 
he  says,  "four  guys  decided  to  start  a 
company,    Dunhill    Records.    Trouble 

'Bubblegum  is  a  simple,  unsophisticated  type  of 
rock  designed  to  appeal  to  kids  of  12  or  13.  They 
buy  records  too. 
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was.  they  didn't  have  any  money.  We 
advanced  them  S75.000.  Eight  months 
later  we  bought  them  out  for  $2.5 
million.  What  happened?  The  first 
record  they  made  flopped.  The  next 
sold  a  million.  They  made  a  third.  It 
grossed  $4  million.  You  know  what 
this  record  was?  The  Mammas  and 
Papas,  four  animals.  They  collected 
S268.000  in  royalties  and  we  paid 
S2.5  million  for  the  company  just  for 
that  one  act." 

In  the  late  summer  of  1962.  Herb 
Alpert  and  Jerome  Moss  started  a 
record  company  they  called  A&M. 
All  they  had  in  the  way  of  assets 
was  Alpert's  musical  talents.  Moss's 
experience  as  national  promotional 
director  for  a  small  New  York  rec- 
ord company,  and  a  few  thousand 
dollars.  Herb  Alpert  and  his  combo, 
the  Tijuana  Brass,  cut  a  record  called 
The  Lonely   Bull.  A&M   took  off  and 


had  formed  a  rock  'n'  roll  group, 
the  Shirelles.  Mary  Jane  loved  them 
and  she  pleaded,  "Mother,  please  do 
something  with  them."  Mrs.  Green- 
berg  rented  a  studio  and  had  them  cut 
a  record,  which  they  had  written, 
called  /  Met  Him  on  Sunday.  It  cost 
her  "three,  four  hundred  dollars."  She 
didn't  know  how  to  distribute  it,  so  she 
sold  the  record  to  Decca  "for  no  mon- 
ey." Although  the  record  was  a  hit, 
Decca  had  no  faith  in  the  Shirelles. 
Mrs.  Greenberg  thereupon  formed  her 
own  company,  put  the  Shirelles  under 
contract,  and  had  them  make  two  more 
records.  The  third,  Will  You  Still  Love 
Me  Tomorrow?,  sold  more  than  a  mil- 
lion copies.  Her  total  investment  was 
"maybe  $40,000."  She  recently  turned 
down  an  offer  of  $5  million  for  her 
company.  Scepter  Records. 

Last  August  little  Kama  Sutra  Rec- 
ords (named  for  the  Indian  book  on 


Art  Or  Electronics?  Listening  to 
a  record,  it's  difficult  to  say  how 
much  of  the  effect  has  been  pro- 
duced by  the  musicians  and  how 
much  by  the  technicians  who 
recorded  them.  They  can  make 
four  musicians  sound  like  a  hun- 
dred other  guys.  As  a  result  the 
Beatles  now  sound  quite  different 
in  person  than  on   their  records. 


it  has  been  soaring  ever  since.  Says 
Gilbert  Friesen,  31,  vice  president  and 
general  manager:  "Our  gross  sales  of 
records  in  the  U.S.  alone  are  about 
$30  million,  with  an  almost  equal 
amount  from  overseas.  We  have  other, 
smaller  businesses  and  one  not  so 
small,  which  is  Tijuana  Brass  Enter- 
prises. There  is  another  company  now 
called  A&M  Productions,  which  is  for 
producing  motion  pictures.  We  bought 
the  old  Charlie  Chaplin  studios  and 
formed  the  company  about  a  month 
ago."  Friesen  will  not  reveal  how 
much  A&M  earns,  but  it  could  hardly 
be  less  than  $4  million  before  taxes. 

Berry  Gordy  Jr.,  a  Detroit  Negro, 
Was  a  worker  on  a  Ford  assembly  line 
when  he  started  Motown  Record  Co. 
in  1959  with  $700  scraped  together 
from  relatives.  An  18-year-old  friend, 
William  ("Smokey")  Robinson,  wrote 
a  song  that  he  recorded  called  Shop 
Around.  It  was  an  instant  hit.  Later, 
Motown  discovered  the  Supremes.  Last 
year  the  company's  sales  totaled  close 
to  $30  million. 

Mrs.  Florence  Greenberg  went  into 
the  record  business  in  1956  "for  a 
lark."  Several  classmates  of  her  daugh- 
ter, Mary  Jane,  at  Passaic  High  (N.J.) 


the  art  of  love)  formed  a  subsidiary, 
Buddha  Records,  under  Neil  Bogart, 
25.  "the  Bubblegum  King  of  America." 
Buddha  took  off  with  its  first  record. 
It  has  turned  out  three  slices  of  bub- 
blegum that  sold  more  than  1  million 
copies  each — Simon  Says,  Yummy, 
Yummy.  Yummy  (I've  Got  Love  in 
My  Tummy)  and  Green  Tambourine. 
According  to  Bogart,  Buddha's  rev- 
enues during  its  first  year  will  run  to 
about  $5.8  million;  its  earnings  before 
taxes  to  $1.4  million. 

The  LP  Revolution 

It  was  all  the  way  back  in  1878  that 
Thomas  Alva  Edison  unveiled  the  first 
phonograph.  Yet,  until  1948,  the  rec- 
ord industry  was  a  nothing  industry. 
It  was  dominated  by  three  companies, 
Decca,  RCA  Victor  and  Columbia, 
with  a  fourth,  Capitol,  trailing.  Manu- 
facturers' sales,  $48  million  in  1921, 
had  crept  to  only  $82  million  in  27 
years,  despite  rising  prices.  The  rec- 
ords of  those  days,  the  78s,  were  sold 
only  in  music  stores;  and  they  were 
extremely  fragile.  Outlets  were  few, 
turnover  was  slow,  labor  costs  and 
markups  were  high. 

In    1948    Peter    Goldmark,    presi- 


dent of  CBS  Laboratories,  introduced 
the  long-playing  record.  He  wasn't 
thinking  of  the  Beatles  when  he  did  it, 
because  the  Beatles  hadn't  yet  been  in- 
vented. He  thought  he  merely  had 
devised  a  record  that  would  make  it 
easier — and  less  expensive — to  play 
symphonies.  The  78  ran  for  only 
about  five  minutes  per  side.  In  order 
to  play  a  symphony,  therefore,  a  man 
had  to  buy  four  or  five  records.  With 
the  LP,  he  could  have  the  whole 
symphony  on  a  single  record.  The 
symphony  wouldn't  cost  him  quite  as 
much.  Yet,  the  manufacturer's  profit 
margin  would  be  much  higher. 

Goldmark  didn't  realize  it,  but  he 
was  starting  a  revolution. 

Like  all  revolutions,  it  produced 
years  of  chaos.  For  one  thing.  General 
David  Sarnoff  of  the  Radio  Corp.  of 
America  refused  to  accept  the  LP. 
RCA  introduced  a  new  record  of  its 
own,  the  45,  which  Sarnoff  insisted 
was  superior.  For  another,  there 
weren't  any  phonographs  on  the  mar- 
ket that  could  play  either  the  LP  or 
the  45. 

The  battle  quickly  became  known 
as  the  Battle  of  the  Speeds.  RCA  de- 
veloped a  small  phonograph  (which  it 


No  Matter  Where  You  Go  you'll 
find  the  place  rocking.  That's  Don 
Gibson  and  Chet  Atkins  above,  mak- 
ing a  recording  in  Nashville,  the  cen- 
ter of  country  and  western  music.  At 
the  left,  the  Supremes  of  Detroit,  sing- 
ing rhythm  and  blues.  Below,  a  Czech 
combo  at  a  rock  festival  in  Belgrade, 
which  the  Czechs  called  a  "Gui- 
tariad."  At  bottom:  Men  of  Sound. 


practically  gave  away)  that  could 
play  45s.  Columbia  had  trouble  getting 
manufacturers  to  make  phonographs 
that  could  play  LPs  because  the  great 
television  boom  had  started;  they 
were  concentrating  on  TV  sets.  How- 
ever, by  1954  both  the  LP  and  the  45 
were  established  in  the  market.  That 
year  manufacturers'  sales  in  the  U.S. 
totaled  $87  million,  almost  no  growth 
over  five  years  earlier.  The  next  year 
sales'jumped  to  $112  million;  the  year 
after,  to  $155.5  million.  After  decades 
of  dozing,  the  record  industry  had 
Come  alive. 

What  did  the  LP  have?  Not  pri- 
marily what  Goldmark  thought — the 
fact  that  you  could  put  a  whole  sym- 
phony on  a  single  record.  The  real 
commercial  value  of  the  LP  was  that 
it  didn't  need  tender,  loving  care.  It 
wasn't  bulky.  Although  not  unbreak- 
able, it  wasn't  as  fragile  as  the  78.  It 
could  be  sold  from  racks  in  any  kind 
of  store. 

The  New  Merchandising 

Almost  simultaneously  with  the  in- 
vention of  the  LP  came  the  rush  to 
suburbia,  the  proliferation  of  shopping 
centers  and  supermarkets,  the  society 
of  affluence.  The  whole  system  of  mar- 
keting records  changed.  Drugstores, 
discount  stores,  every  store  with  high 
traffic  became  a  potential  outlet.  Es- 
pecially was  this  true  of  supermarkets. 
Rack  jobbers,  who  had  been  leasing 
space  from  supermarkets  to  sell  things 
like  household  wares,  rushed  to  lease 
space  for  records. 

Significantly,  the  record  industry 
started  reaching  into  other  industries 
for  men  who  understood  the  new 
system  of  distribution.  Gallagher,  for 
example,  who  spent  more  than  16 
years  at  Columbia  Records  before 
going  to  MCA,  came  to  Columbia 
from  Nestle.  He  knew  next  to  noth- 
ing about  music.  What  he  did  know 
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was  supermarket  merchandising. 

Strangely,  television  also  helped  to 
create  the  boom  in  the  record  indus- 
try. For  TV  forced  radio  to  adopt 
a  whole  new  pattern  of  programming. 
Many  stations  began  to  devote  them- 
selves entirely  to  music.  For  the  record 
industry  this  has.  in  effect,  become 
a  form  of  free  advertising.  A  young- 
ster hears  a  song  on  his  car  radio.  An 
hour  later  he  stops  off  at  a  drugstore 
for  a  pack  of  cigarettes,  and  the  bright- 
ly colored  jacket  on  a  record  of  that 
song  catches  his  eye.  He  buys  it. 
Meanwhile  his  sister  is  picking  up 
records  of  songs  she's  heard  on  the 
radio  while  shopping  for  the  family 
at  the  supermarket. 

Today's  record  industry,  in  fact,  is 
entirely  dependent  on  radio.  If  the 
disc  jocke\s  pla\  a  song,  it  will  sell. 
If  they  don't  play  it.  it  won't.  That's 
why  record  manufacturers  used  to  pay 
disc  jockeys  to  get  them  to  play  their 
records.  In  all  probability,  many  com- 
panies still  do  today,  though  no  one 
will  admit  it. 

Wild  About  Music 

Perhaps  because  of  radio — perhaps 
for  psychological  factors  still  unde- 
termined— another  development  took 
place:  Youth  and,  through  youth,  old- 
er people,  became  wild  about  music. 
There  has  never  in  history  been  an 
age  as  music  conscious  as  this  one. 
And  this  is  true  everywhere  in  the 
world.  In  the  Soviet  Union.  Komso- 
mol, the  Communist  youth  organiza- 
tion, has  been  forced  to  open  clubs 
where  youngsters  can  listen  to  music 
and  pla>  it.  What  do  they  listen  to? 
The  Beatles  What  do  they  play'.'  The 
Beatle  songs 

The  passion  for  music,  combined 
with  the  fact  that  youngsters  today 
have  a  good  deal  of  money  to  spend, 
created  a  totally  unanticipated  demand 
for  LPs  even  though  LPs  cost  about 


Top  Salesman.  Who'd  know 
a  record  was  on  the  market 
if  the  disc  jockeys  didn't  play 
it?  The  nation's  leading  disc 
jockey  is  Bruce  Morrow  of 
WABC,  New  York.  Known 
as  "Cousin  Brucie,"  he  doesn't 
attempt  to  create  best-sellers, 
hut   he   does   promote   them. 


five  times  as  much  as  singles.  Original- 
ly designed  for  classical  records,  LPs 
now  bring  in  more  than  75%  of  the 
revenues  from  the  sales  of  popular 
records. 

All  these  factors  combined  to  burst 
the  record  industry  wide  open.  And 
record  companies  began  to  spring  up 
all  over  the  nation. 

Today  the  five  leading  companies 
— Columbia,  Warner  Bros.-7  Arts, 
RCA,  Capitol  and  Metro-Goldwyn- 
Mayer — control  about  55%  of  the 
market.  Another  90,  more  or  less, 
share  another  35%.  However,  there 
are  hundreds  divvying  up  the  rest.  How 


many?  Henry  Brief,  director  of  the 
Record  Industry  Association  of  Amer- 
ica, won't  even  guess.  "Who  knows?" 
he  says.  "There  are  companies  being 
formed  even  as  I'm  talking  with  you." 

Many  of  the  companies  being 
formed  will  go  bankrupt  in  a  month  or 
two.  According  to  Brief,  the  average 
45  single  has  to  sell  11,200  copies  to 
break  even;  the  average  pop  LP,  7,800 
copies;  the  average  classical  LP,  9,- 
700  copies.  In  a  nation  of  200  million 
people,  that  may  not  seem  like  much, 
but  the  dismal  fact  is  this:  Last  year 
U.S.  record  manufacturers  turned  out 
about  7,000  45s  and  4,000  LPs.  At  last 
count,  74%  of  the  45s,  61%  of  the 
pop  LPs  and  87%  of  the  classical  LPs 
failed  to  break  even.  And  when  a  pop 
record  fails  to  break  even,  it's  usually 
a  total  loss.  A  45  that  won't  sell  1 1,200 
copies  probably  wont  sell  50. 

Says  Brief:  "The  manufacturer  has 
to  eat  them." 

The  statistics  do  not  dissuade  new 
companies  from  entering  the  record 
industry  as  quickly  as  other  companies 
go  bankrupt,  because  a  total  loss  is  a 
loss  of  just  a  few  thousand  dollars,  per- 
haps $5,000,  perhaps  $10,000,  rarely 
more.  On  the  other  hand,  if  a  record 
does  break  even,  there's  a  good  chance 
it  will  make  a  mint.  ABC  recently  put 
out  a  record  called  MacArthur  Park. 
It  cost  $68,000  to  produce.  That's 
quite  a  bit  of  money  for  a  record,  but 
the  singer  is  Richard  Harris,  the  movie 
star,  and  the  author,  a  22-year-old 
named  Jimmy  Webb,  is  considered  a 
genius  in  the  industry;  they  seemed 
worth  gambling  $68,000  on.  (Webb 
also  is  the  author  of  Up,  Up,  and 
Away,  which  TWA  now  uses  in  all  its 
commercials;  every  commercial  is 
money  in  his  pocket.) 

By  the  end  of  six  weeks,  Mac- 
Arthur  Park  had  sold  more  than  half 
a  million  LPs  and  800,000  singles.  On 
each  LP,  ABC  makes   50  cents;  on 
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Buy  Me.  Most  people  buy  records  on  impulse  and,  for  that  reason,  the 
manufacturers  devote  a  good  deal  of  attention  to  producing  flashy  jackets 
that  will  catch  the  eye  of  the  passer-by.  Designing  them  has  become  the 
biggest  source  of  revenue  for  the  nation's  illustrators,  not  because  of  the 
pay,  usually  $300  to  $500,  but  because  of  the  enormous  volume  of  work. 


each  single,  5  cents.  By  the  end  of 
six  weeks,  therefore,  ABC's  profit  on 
its  $68,000  investment  was  approach- 
ing $250,000. 

How  does  one  get  into  this  business? 
It's  really  quite  easy.  He  starts  with 
an  artist,  someone  who  can  write  songs 
and  play  them,  someone  who  perhaps 
has  formed  a  group.  Then  he  goes  to 
a  recording  studio  with  the  group  and 
has  them  make  a  master.  The  studios 
charge  by  the  hour.  Assuming  the 
group  consists  of  kids,  who  are  willing 
to  work  for  hamburger  money  and 
royalties,  his  total  cost  will  run  to 
about  $500. 

Now,  the  would-be  record  tycoon 
has  a  variety  of  choices.  He  can  lease 
the  recording  to  a  going  company  to 
appear  under  the  company's  label.  Or 
else  he  can  decide  to  manufacture 
the  record  himself  under  his  own 
label.  He  doesn't  need  a  plant  ot  his 
own.  All  the  companies  that  own 
pressing  plants  are  eager  for  outside 
work.  They'll  charge  him  maybe  10 
cents  a  record.  He  will  also  have  to 
have  album  covers  made.  These  are 
extremely  important  and  they  cat  be 
quite  expensive. 

The  would-be  record  tycoon  now 
faces  the  problem  of  distribution.  He 
can  make  a  deal  with  a  going  concern 
to  distribute  the  records  for  him.  Or 


else  he  can  attempt  to  distribute  them 
himself.  That  really  means  selling  the 
records  to  independent  distributors 
around  the  country.  It's  not  easy,  for, 
as  Brief  says,  "The  distributors  already 
have  so  many  labels  they  need  another 
like  they  need  two  heads."  In  addition, 
the  man  who  attempts  to  distribute  his 
own  records  will  have  to  promote 
them,    too;    and    that    will    run    into 


money. 


Producing  for  Others 


There  are,  on  the  other  hand,  those 
who  have  done  extremely  well  for 
themselves  by  producing  records  for 
others.  One  is  Papa  Don  Schroeder  of 
Pensacola,  Fla.  Still  only  27,  Papa 
Don,  who  likes  to  wear  thigh-tight, 
hip-hugging  pants,  monogrammed 
sweaters,  and  boots  with  his  initials  on 
them,  has  become  a  millionaire  in  just 
two  years.  A  disc  jockey,  Papa  Don 
started  by  discovering  Mighty  Sam  and 
"hustling  this  cat  off  to  Fame  Record- 
ing Studio  in  Muscle  Shoals,  Ala."  to 
make  a  recording  of  Sweet  Dreams. 
He  brought  the  master  to  Larry  Uttal 
of  Bell  Records  who  leased  the  record 
for  Bell.  It  was  "a  hit;  not  a  monster, 
but  a  hit."  ("Monster"  is  Papa  Don's 
word  for  smash  hit.) 

Since  then,  Papa  Don  has  produced 
25  records  for  Bell,   18  of  them  hits. 


He  lives  in  a  $250,000  house,  drives  a 
red  Cadillac  convertible,  and  is  build- 
ing his  own  studio. 

Norman  Petty  started  life  as  a  musi- 
cian. He  played  the  organ  in  a  trio,  the 
Norman  Petty  Trio.  His  wife  played 
the  piano.  The  drummer  was  a  man 
named  Mike  Mitchell.  The  trio  did 
records  for  others,  but  one  day  Petty 
decided:  "Why  not  do  them  for  our- 
selves?" He  made  the  decision,  he  says, 
"because  I  didn't  like  the  pressure  of 
big  city  life."  He  built  a  studio  in  Clo- 
"yis,  N.M.  One  day,  a  youngster 
named  Buddy  Holly,  who  was  still  in 
high  school  in  Lubbock,  Tex.,  wan- 
dered in  with  a  guitar.  Petty  became 
his  producer.  Holly  proved  a  sensa- 
tion. He  recorded  for  less  than  two 
years  before  he  was  killed  in  a  plane 
crash,  but  even  in  that  short  time  his 
records  sold  in  the  millions.  Petty  won't 
reveal  how  much  he  made  from  them, 
but  he  says  that  Holly's  royalties  ran 
between  $300,000  and  $400,000. 

Pickwick  International  has  found 
another  way  to  make  a  fortune  in  the 
record  industry.  It  has  a  leasing  ar- 
rangment  with  Capitol,  Dot,  Mercury 
and  12  other  companies  to  reissue 
old  records.  Pickwick  takes  no  chances. 
It  reissues  only  records  made  by  such 
popular  performers  as  Frank  Sinatra, 
Nat  King  Cole  and  Dean  Martin.  They 
list  at  $1.89  instead  of  the  usual  $4.79. 
Since  1962,  Pickwick's  revenues  have 
risen  from  $4.2  million  to  over  $10 
million  (estimated  fiscal  1968,  ended 
Apr.  30),  and  its  earnings  after  taxes 
from  $143,133  to  about  $700,000. 

Perils  of  Investing 

The  success  stories  are  legion,  but 
the  fact  remains:  Most  of  the  com- 
panies that  enter  the  record  industry 
eventually  go  bankrupt.  Investing  in 
them  is  a  gamble.  And  it's  not  possible 
to  invest  in  the  big,  successful  outfits, 
for  they  are  all  part  of  bigger  companies 
and  their  profits  are  swallowed  up  in 
the  profits  of  the  parent  companies. 

Despite  the  ease  of  entry  into  the 
record  industry,  the  major  companies 
are  not  suffering  in  any  way,  because 
the  market  is  growing  so  fast  there 
is  plenty  of  room  for  newcomers.  In 
fact,  the  newcomers,  and  especially 
the  independent  producers,  as  men  like 
Papa  Don  and  Petty  are  called,  help 
the  majors  by  constantly  unearthing 
new  talent.  Who  could  discover  a 
Mighty  Sam  except  someone  living  in 
Pensacola?  Or  a  Buddy  Holly  except 
someone  in  Clovis? 

Among  the  majors,  Columbia  is 
easily  the  largest  in  the  U.S.  CBS  Rec- 
ords President  Clive  J.  Davis  claims 
that  it's  now  the  largest  in  the  world, 
having  recently  forged  ahead  of  EMI, 
the  British  record  maker  (which  owns 
Capitol,  now  the  fourth-largest  com- 
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Want  to  avoid 
doing  the  same 
job  twice?  ^ 
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Come  to  Kodak. 


Imaginea  photographic  memory  on 
microfilm,  part  of  an  automated  re- 
trieval system  that  lets  you  find 
any  record,  even  out  of  a  million,  in 
seconds!  We  call  it  the  RECORDAK 
MlRACODE  System. 

And  it  works  wonders.  Take  the 
chemical  field.  With  the  tremen- 
dous volume  and  complexity  of  to- 
day's chemical  literature,  it  might 
well  prove  easier  to  "reinvent"  a 
chemical  process  than  to  find  out 
whether  someone  else  somewhere 
already  had  the  answer. 

To  avoid  such  duplication  of 
effort,  the  American  Chemical 
Society— through  its  Chemical  Ab- 
stracts Service  — digests  and  in- 


dexes all  of  the  world 's  new  chemical 
literature  on  a  biweekly  schedule. 
Now,  the  complete  collection  of 
Chemical  Abstracts,  the  key  to  all 
of  the  world's  chemical  knowledge 
published  since  1907,  is  also  avail- 
able on  microfilm —nearly  4  million 
abstracts  compacted  in  Recordak 
Microfilm  magazines,  instantly  ac- 
cessible for  reference. 

More  important,  because  the  film 
is  indexed  for  instant  display  at  a 
Recordak  Miracode  retrieval 
station — shown  at  right— look-up 
is  push-button  easy.  Any  abstract 
can  be  displayed,  and  a  paper  fac- 
simile made  in  seconds. 

If  your  business  or  field  of  busi- 


ness could  also  use  a  photographic 
memory  with  instant  recall,  the 
way  to  get  started  is  to  contact 
Eastman  Kodak  Company,  Busi- 
ness Systems  Markets  Division, 
Department  AA7,  Rochester,  New 
York  14650. 


•Recordak"  and  "Miracode"  are  trademarks  of  Eastman  Kodak  Company. 
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CRIME  DOES  TOO  PAY 


The  explosion  in  the  record  indus- 
try has  created  another  multimil- 
lion-dollar industry — counterfeiting 
and  piracy.  Counterfeiting  is  putting 
out  an  exact  duplicate  of  a  record, 
with  the  same  label,  the  same  jac- 
ket. Piracy  consists  of  stealing  the 
sounds  of  the  record,  but  putting  it 
out  under  another  label. 

Says  an  industry  executive:  "The 
profit  margin  is  bigger  than  in  push- 
ing heroin,  and  there's  practically 
no  risk." 

The  counterfeiter  and  the  pirate 
run  absolutely  no  financial  risk, 
since  they  steal  only  hits.  And  they 
run  almost  no  legal  risk.  The  copy- 
right laws  date  back  to  1909,  when 
there  was  no  record  industry  worth 
protecting,  so  they  don't  include 
any  provisions  covering  recordings. 
There  is  a  federal  law  against  forg- 
ing labels,  but  all  this  does  is  make 
piracy  less  risky  than  counterfeiting, 
which  entails  only  the  risk  of  a  civil 
suit.  Usually,  before  a  manufacturer 
discovers  that  his  record  is  being 
counterfeited,  the  record  no  longer 
is  a  best  seller. 

Sometimes,  when  he  discovers  a 
counterfeiter,  a  record  maker  won't 
bother  to  prosecute  him.  Instead, 
he'll  simply  hire  other  mobsters  to 
break  the  counterfeiter's  arms  and 
legs. 

Says  Henry  Brief,  director  of  the 
Record  Industry  Association  of 
America:  "We  know  that  $30  mil- 


lion worth  of  records  was  counter- 
feited and  pirated  last  year,  but 
that's  only  what  we  know.  Most 
of  the  counterfeited  and  pirated 
records  we   never  discover." 

How  great  the  profits  can  be 
was  revealed  when  a  Long  Island 
detective  {at  right  in  photo)  trapped 
a  group  of  counterfeiters  several 
years  ago.  They  said  they  had  un- 
loaded 20,000  copies  of  Persuasive 
Percussion,  which  cost  them  75 
cents  to  manufacture,  at  prices  as 
high  as  $2.75  each  before  they 
were  caught.  On  a  $70,000  invest- 
ment, they  looked  forward  to  mak- 
ing $850,000  a  year. 

If  the  boom  in  the  record  indus- 
try has  given  mobsters  a  brand-new 
source  of  income,  it  has  also  de- 
prived them  of  one.  In  the  old  days, 
nightclubs  were  the  showcases  for 
singers  and  musicians.  Mobsters 
owned  nearly  all  the  nightclubs. 
They  made  it  a  practice  to  say  to  a 
performer:  "Yes,  we'll  book  you, 
but  in  return  you'll  have  to  let  us 
manage  you."  If  the  performer  be- 
came a  star,  they  got  a  cut  of  what- 
ever he  made  on  records,  on  radio, 
on  TV  and  in  the  movies. 

The  showcases  for  the  performers 
of  today  are  thousands  of  little 
saloons,  beer  joints  and  coffee 
houses  around  the  country,  even  in 
dusty  little  towns.  The  mobsters 
don't  control  them,  so  they  can't  al- 
ways get  a  piece  of  the  performers. 


pany  in  the  U.S.).  Whether  or  not 
this  is  true,  no  one  can  say  for  cer- 
tain, but  CBS  Records  unquestionably 
has  not  only  been  pulling  ahead  of  its 
competitors  in  the  U.S.  but  also 
getting  an  ever-larger  slice  of  the 
overseas  market  by  opening  up  sub- 
sidiaries all  over  the  world — from  Aus- 
tralia to  Japan,  to  Canada,  England, 
France,  Italy,  Mexico  and  Brazil. 

Columbia  is  by  far  the  biggest  sell- 
er of  albums  in  the  U.S.,  and  albums 
are  the  most  profitable  end  of  the  busi- 
ness since  they  retail  foi  ">4.79.  Co- 
lumbia is  especially  ahead  in  show  al- 


bums (which  contain  the  music  of  hit 
Broadway  shows,  sung  by  the  original 
cast).  It  owns  the  largest  record  club 
in  the  world  (with  sales,  according  to 
Davis,  exceeding  the  Book-of-the- 
Month  Club's  $34  million). 

Perhaps  most  important  of  all,  Co- 
lumbia owns  Simon  &  Garfunkel,  the 
most  sensational  duo  in  the  record  in- 
dustry. Both  the  No.  One  and  the  No. 
Two  best-selling  LPs  in  the  U.S.,  Book- 
ends  and  The  Graduate,  are  by  Simon 
&  Garfunkel.  Both  records  have  sold 
over  a  million  copies.  A  third  S&G 
record.    Sounds   of   Silence,    has    sold 


nearly  a  million  copies.  A  fourth, 
Parsley,  Sage,  Rosemary  and  Thyme, 
has  sold  over  1  million  copies. 

Still  only  26,  Paul  Simon  and  Art 
Garfunkel  have  made  millions  for  Co- 
lumbia and  millions  for  themselves  in 
only  three  years.  They  accept  this  as 
a  matter  of  course,  for,  as  Simon  onee 
said:  "If  you're  a  jerk  at  22,  you're 
always  going  to  be  stupid.  If  you're  a 
genius,  somewhere  at  22  it's  there." 
It's  there  all  right. 

How  much  Columbia  contributes  to 
CBS'  revenues  and  earnings  Davis 
will  not  reveal,  but  he  does  say:  "This 
will  give  you  an  idea:  This  building 
[the  CBS  Building  on  Sixth  Avenue  in 
Manhattan,  known  to  its  denizens  as 
'Black  Rock']  has  36  floors.  We  oc- 
cupy ten.  We  have  taken  over  most 
of  the  CBS  Radio  Building.  We  have 
several  other  offices  in  New  York." 

There  Goes  Cosby 

RCA  is  second  in  the  record  indus- 
try. Its  sales  have  steadily  been  growing 
— they  were  up  23%  last  year  over  the 
year  before;  in  1966,  they  were  up 
14%  over  1965 — but  its  market  share 
hasn't  grown,  and  the  indications  are 
that  its  profit  margin  runs  slightly  be- 
low that  of  RCA  generally.  One  rea- 
son: Its  record  club  has  been  notably 
unsuccessful.  Another:  "We've  been 
weak  in  rhythm  and  blues,"  says  Nor- 
man Racusin,  general  manager  of  the 
RCA  Victor  record  division. 

Third  in  the  industry  is  Warner 
Bros. -7  Arts,  a  company  that  has  come 
up  from  almost  nowhere  in  the  past  six 
or  seven  years.  One  of  the  reasons  is 
Bill  Cosby,  the  co-star  of  the  TV  pro- 
gram, "I  Spy."  Cosby's  records  are 
responsible  for  a  huge  part  of  Warner's 
sales — according  to  some  industry 
sources  as  much  as  50%  of  its  albums, 
and  this  poses  a  problem  for  the  com- 
pany: Cosby  is  quitting;  he  rejected 
an  offer  guaranteeing  him  $3.5  million 
over  a  period  of  five  years.  He  plans 
to  join  his  own  company.  For  Warner 
that  could  be  murderous. 

Like  Warner  Bros.,  Capitol,  fourth 
in  the  industry,  is  largely  dependent  of 
a  single  act.  It's  a  great  act,  the  Bea- 
tles, and,  as  long  as  they  keep  going 
"Yeah!  Yeah!  Yeah!"  Capitol  has 
nothing  to  worry  about.  Ironically, 
when  Capitol  first  heard  the  Beatles,  it 
rejected  them.  The  Beatles  had  made 
three  recordings  for  EMI,  and  Capitol, 
as  a  subsidiary,  was  given  the  oppor- 
tunity to  manufacture  them  in  the 
U.S.  Capitol  said  nothing  doing,  so 
EMI  leased  the  recordings  to  two  small 
outfits,  Swan  and  Vee-Jay,  which  made 
a  fortune  on  them.  Capitol  never 
turned  up  its  nose  at  the  Beatles  again, 
and  Swan  and  Vee-Jay  have  disap- 
peared from  view. 

Capitol  was  able  to  retrieve  its  mis- 
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part  of  building  a  better 
world,  with  Cement  for  con- 
struction and  Potash  to  make  things  grow! 

Keeping  pace  with  the  needs  that  growing  numbers  of  people  create,  for  construction,  and  for  increased 
quantities  of  food  and  fiber,  is  the  business  of  the  two  primary  divisions  of  Ideal  Basic  Industries.  ■  The 
Ideal  Cement  Company  Division,  from  sixteen  strategically  located  plants,  provides  portland  cement  to 
rebuild  the  cities,  advance  our  transportation  systems,  build  new  homes  and  apartments,  and  to  meet  the 
increasing  construction  requirements  of  private  business  and  government.  ■  The  Potash  Company  of 
America  Division,  with  high-efficiency  potash  production  plants,  provides  one  of  the  basic  ingredients  for 
agricultural  fertilizers ..  .to  increase  the  quality  and  quantity  of  the  nation's  supply  of  food  and  other 
crops.  ■  Meeting  the  essential  needs  of  people  is  a  primary  objective  of  Ideal  Basic  Industries. 


Wm)    IDEAL   CEMENT   COMPANY 


Potash  Company  of  America 


Since  December  31,  1967,  Divisions  of 


IDEAL  BASIC  INDUSTRIES,  INC. 

IDEAL  CEMENT  BUILDING     •    821    17TH  STREET    •     DENVER.   COLORADO  80202 
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Fiberglass 


HATTERAS 

28,  31 ,  34,  38,  41 ,  44,  45  and  SO  Ft. 
Motor  Yachts 


41  fool  fiberglass  Halterai  Convertible 

The  Hatteras  is  built  to  fiberglass 
standards  set  by  Gibbs  &  Cox, 
architects  and  engineers  of  the 
liner  United  States.  It  was 
designed  by  J.  B.  Hargrave, 
whose  forte  is  yachts  costing 
$250,000  and  up.  Write  for  the 
name  of  nearest  dealer.  For  port- 
folio of  color  literature,  enclose 
$1.00. 

HATTERAS  YACHT  DIVISION 
NORTH  AMERICAN  ROCKWELL 

2166    Kivett  Drive 
High  Point,  N.  C.  27261 


Your 
Heart  Fund 
Fights 


HEART  ATTACK 

STROKE 

HIGH    BLOOD 
PRESSURE 

INBORN  HEART 
DEFECTS 


take.  The  story  of  Decca  is  the  story 
of  a  company  whose  mistakes  crip- 
pled it.  Decca  was  formed  in  1934  by 
Jack  Kapp,  E.F.  Stevens  and  Milton 
Rackmil  with  money  from  the  British 
company  of  the  same  name.  Since 
Kapp's  death  in  1949,  however,  Decca 
has  been  going  steadily  downhill.  It 
remains  a  profitable  company,  but  its 
market  share  has  been  declining  to  a 
point  where  it  now  ranks  only  seventh 
in  the  industry,  behind  M-G-M  and 
ABC  and  barely  ahead  of  Liberty, 
Motown  and  A&M.  Decca  was  slow 
moving  into  LPs,  it  was  slow  moving 
into  stereo,  it  was  slow  in  accepting 
the  new  music.  It  continued  to  swing 
and  sway  with  Sammy  Kaye  while 
the  rest  of  the  world  was  rocking  'n' 
rolling.  Last  January,  in  a  move  to 
revive  Decca,  MCA  brought  William 
Gallagher  over  from  Columbia.  He 
says:  "We're  now  changing  Decca's 
direction.  We're  getting  bright,  articu- 
late young  people  to  run  the  company." 

Complex  and  Incomprehensible 

"Bright,  articulate  young  people" 
are  now  the  key  to  success  in  the  rec- 
ord industry.  On  the  business  side, 
the  executives  may  be  elderly  men 
of  36  or  even  48.  The  creative  people 
must  be  youngsters,  because  the  mar- 
ket is  dominated  by  youth.  This  does 
not  mean  that  only  children  and 
teenagers  buy  records,  but  it  is  they 
who  set  the  fashions.  Older  men, 
whose  ears  are  attuned  to  music  they 
heard  in  their  youth,  to  Bing  Cros- 
by and  Perry  Como,  rarely  can 
understand  the  new  sounds  before 
they  become  old.  Of  equal  impor- 
tance, they  frequently  can't  under- 
stand the  lyrics.  In  fact,  says  Felton 
Jarvis,  an  A&R  (artists  and  re- 
pertoire) man  for  RCA,  frequently 
the  appeal  of  a  song  to  youngsters 
is  that  older  people  can't  understand  it. 

"That's  what  made  Elvis  Presley," 
says  Jarvis.  "Parents  didn't  under- 
stand what  he  was  saying.  He  was  up 
there  saying  'Who,  oh,  oh,  oh,'  and 
the  parents  were  saying  'What  is  that? 
That's  awful,  that  hollering.'  Same 
with  the  Beatles.  Anything  the  parents 
don't  like,  the  kids  gotta  dig  because 
they  don't  want  to  be  like  their  par- 
ents. Their  parents  are  square." 

Says  Buddha's  Bogart:  "Parents 
really  should  make  an  effort  to  listen 
to  the  new  sounds  and  the  new  lyrics 
because  what  they're  saying  is  what 
kids  are  thinking  or  will  think  a  year 
from  now.  No  parent  who  listened 
to  Bob  Dylan's  Blowin'  in  the  Wind 
would  have  been  surprised  by  things 
like  the  draft-card  burnings  or  the  dis- 
turbances on  the  campus." 

One  reason  older  people  find  dif- 
ficulty in  listening  to  the  new  music 
is  that  it's  a  great  deal  more  sophis- 


ticated and  complex  than  the  music 
of  the  big-band  era.  For  all  that  they 
may  look  like  animals,  many  of  the 
youngsters  who  write  and  play  the 
new  music  are  well-trained  musicians. 
What  is  more,  the  science  of  elec- 
tronics has  created  sounds  that  never 
were  heard  before.  There  are  today 
not  only  electric  guitars  but  electric 
pianos,  electric  violins,  all  sorts  of 
new  musical  instruments.  And  in  the 
studios,  technicians  have  learned  to 
make*  a  four-man  group  sound  as 
complex  as  a  125-man  symphony  or- 
chestra. The  new  composers,  more- 
over, have  gone  in  for  combining 
various  forms  of  music — Western  and 
country  with  rhythm  and  blues,  for 
example.  The  songs  of  Simon  &  Gar- 
funkel  frequently  sound  like  the  songs 
of  the  16th-century  madrigalists.  A 
new  group  calls  itself  Ars  Nova  be- 
cause that  is  the  Latin  term  for  Renais- 
sance music,  from  which  they  draw 
their  inspiration.  Two  of  the  group  are 
former  students  at  the  Mannes  College 
of  Music  in  New  York. 

How  long  the  record  industry  will 
remain  so  easy  to  enter  is  a  matter  of 
dispute.  In  the  past  two  years  there  has 
been  a  rush  for  distributors  (that  is, 
wholesalers)  to  buy  up  rack  jobbers 
and  for  rack  jobbers  to  buy  up  dis- 
tributors. ABC  is  buying  up  rack  job- 
bers and  distributors.  Transcontinental 
Investing  has  bought  so  many  rack 
jobbers  and  distributors  that  it  now 
controls  at  least  25%  of  the  business; 
some  insist  far  more. 

Within  the  manufacturing  end  of 
the  industry  there  has  been  a  grow- 
ing trend  toward  acquisitions  and 
mergers.  Transamerica  first  bought 
United  Artists,  which  owns  United 
Artists  Records,  then  Liberty  Records. 
MCA  has  bought  Kapp  Records. 
Warner  Bros. -7  Arts  has  bought  At- 
lantic Records.  Pickwick  Interna- 
tional has  bought  Talmont   Music. 

There  are  those  who  believe  that, 
if  the  trend  toward  mergers  and  ac- 
quisitions continues,  there  eventually 
will  be  only  a  dozen  manufacturers 
left  in  the  record  industry.  Gallagher 
is  one.  But  Columbia's  Davis  derides 
this  notion.  For  one  thing,  he  thinks 
Gallagher  overestimates  how  much 
consolidation  there  has  been.  For  an- 
other, he  says  that  if  a  small  manu- 
facturer puts  out  a  record  the  disc 
jockeys  like,  thereby  creating  a  de- 
mand for  it,  the  distributors  and  rack 
jobbers  will  simply  have  to  handle  it. 

He's  probably  right.  For  how  can 
you  consolidate,  how  can  you  con- 
trol, an  industry  based,  not  on  assets 
or  on  knowhow  or  brand  names,  but 
on  the  revolt  of  youth,  a  revolt  that 
can  change  tastes  before  sobersided 
businessmen  can  even  catch  up  with 
the  last  change?   ■ 
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The  merger  of 


The  Bunker  Hill  Company 

into 

Gulf  Resources  &  Chemical 
Corporation 

has  become  effective 


The  muter  li(  ned  acted  as  jt«nrij/  ajtiiorto  The  Bunker  Hill  Company 
in  connection  uilb  toe  merger. 


May,  1968 


Smith,  Barney  &  Co. 

Incorporated 


The  merger  of 

Fairchild  Publications,  Inc. 

into 

Capital  Cities  Broadcasting  Corp. 

has  become  effective 


The  u  nder  signed  acted  as  financial  advisor  to  Fairchild  Publication!,  Inc. 
in  connection  with  the  merger. 


May,  1968 


Smith,  Barney  &  Co. 

Incorporated 


The  merger  into 


MCA  Inc. 


Spencer  Gifts,  Inc. 


has  become  effective. 


The  undersigned  msisted  Spencer  Giflt,  Inc  in  thit  transaction. 

Smith,  Barney  &  Co. 

Incorporated 


May.  1968 


We  have  contributed  to 
the  planned  growth 
of  these  corporations 
by  our  role  in 
these  transactions. 


Smith,  Barney  &  Co. 

Incorporated 

International  Investment  Bankers 


The  merger  of 

Alco  Standard  Corporation 

Publication  Corporation 

. 

his  acquired 

into 

Taylor  Corporation 

Crowell  Collier  and  Macmillan,  Inc. 

has  become  effective 

Tbe  undersigned  assisted  certain  shareholders  of  Taylor  Corporation 
in  connection  with  this  transaction. 

The  undersigned  Assisted  Publication  Corporation  in 
connection  with  the  merger. 

Smith,  Barney  &  Co. 

Incorporated 

May,  1968 

Smith,  Barney  &  Co. 

Incorporated 
May,  1968 
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So  How  Would  You  Invest  $100  Million? 


His  investment  philosophy  may  be  old-fashioned,  but  the  results  that  Chicago 
millionaire  Henry  Crown  gets  would  put  a  highflying  performance  fund  to  shame. 


Thkee  years  ago,  at  the  age  of  69, 
Chicago  industrialist  Henry  Crown 
was  confronted  with  that  most  pleas- 
ant of  personal  financial  problems: 
how  to  invest  $100  million.  Crown  had 
made  it  big  in  a  sand  and  gravel  com- 
pany called  the  Material  Service  Corp., 
which  he  merged  in  1959  with  General 
Dynamics  Corp.  for  over  2  million 
shares  of  preferred  stock.  Once  it  had 
recovered  from  its  disastrous  venture 
with  the  Convair  jet,  GD  decided  to 
float  an  equivalent  amount  of  debt  to 
pay  off  the  preferred,  saving  money 
because  debt  interest  is  tax  deductible 
while  Crown's  preferred  dividends 
came  out  of  after-tax  earnings. 

Crown  might  have  chosen  to  take  his 
$100  million  and  back  some  hot  new 
businesses.  But  Henry  Crown  had  been 
brought  up  to  invest  in  situations  "that 
I  know  a  little  about."  Crown  put  the 
bulk  of  the  money — about  $77  million 
— into  nine  rather  drab  companies. 
"There  wasn't  a  highflier  in  the 
bunch,"  he  recalls. 

No  Highfliers?  The  bunch  con- 
sisted of  two  coal  companies  (Island 
Creek  Coal,  which  was  subsequently 
bought  out  by  Occidental  Petroleum, 
and  Ayrshire  Collieries),  two  Chicago 
banks  (Continental  Illinois  National 
Bank  &  Trust  and  the  First  National 
Bank),  an  oil  and  gas  company 
(Pennzoil  United),  a  meat  packer 
(Swift  &  Co.),  a  maker  of  electric 
power  gear  (I-T-E  Imperial),  a  rail- 
road in  which  the  family  already  held 
stock  (St.  Louis-San  Francisco)  and 
General    Dynamics    itself,    in    which 


Crown  bought  common  stock.  (See 
table  for  a  list  of  12  major  invest- 
ments that  Henry  Crown  manages  for 
the  Crown  family  and  friends.) 

This  unglamorous  array  has  pro- 
duced massive  gains  for  the  Crowns. 
They  have  at  least  doubled  their  mon- 
ey in  Island  Creek,  Ayrshire,  I-T-E 
and  Pennzoil,  and  the  recent  market 
value  of  the  $77-million  package  was 
$128  million,  a  66%  gain.  By  contrast, 
the  average  mutual  fund,  despite  the 
new  cult  of  performance,  increased  its 
assets  only  46.7%  in  the  same  period, 
and  the  Standard  &  Poor's  500-stock 
index  gained  only  20.2%.  Crown  says 
the  family  also  has  gains  in  smaller 
purchases  made  with  the  final  $23 
million  from  the  GD  redemption. 

Swift  is  the  only  one  of  the  nine 
major  purchases  made  with  the  GD 
redemption  money  that  is  still  sleep- 
ing, but  Crown  has  some  ideas  about 
waking  it  up.  "Meat  packing  has  been 
a  volume  business  regardless  of  prof- 
it," he  says,  "and  that's  not  been  my 
training.  Profit  margins  certainly  can 
be  2  cents  [it  has  been  less  than  1 
cent],  and  certainly  that's  low  enough 
for  any  business." 

Other  investors  have  also  seen  hid- 
den values  in  Swift  (Forbes,  June 
15),  and  Crown's  patience  could  well 
pay  off  here  as  it  has  for  him  before. 
Take  Hilton  Hotels  Corp.,  for  exam- 
ple, which  Crown  founded  in  1946  in 
partnership  with  Conrad  Hilton.  For 
years  the  stock  floundered  because  of 
industry  overcapacity.  But  in  the  last 
year  Hilton  has  ridden  the  travel  boom 
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up,  and  Crown's  7.2%  interest  is 
worth  $22.3  million  today  vs.  only 
$3.8  million  18  months  ago. 

.Merger  or  No.  Of  Crown's  other 
major  investments,  only  the  deficit-rid- 
den Chicago,  Rock  Island  &  Pacific 
Railroad  is  a  disappointment  after  20 
years  of  holding  it,  but  even  here  he 
has  no  loss.  Rock  Island  stock  now 
sells  at  about  twice  what  it  sold  for 
when  the  family  got  it  out  of  reorgani- 
zation proceedings  20  years  ago.  And 
the  Crowns  will  end  up  with  a  very 
nice  profit  indeed  if  and  when  the 
Interstate  Commerce  Commission  ap- 
proves a  Rock  Island  affiliation  with 
either  the  Union  Pacific  or  the  Chi- 
cago &  North  Western. 

Henry  Crown  is  more  pleased  with 
his  other  major  railroad  holding, 
the  Frisco,  in  which  his  family  owns 
16.8%  of  the  outstanding  stock.  "It] 
has  excellent  territory  and  excellent 
management,"  he  says.  "It  can  merge 
with  a  southern,  eastern  or  western 
railroad.  And  the  beauty  of  it  is  that 
it  can  also  survive  on  its  own  without  a 
merger." 

Under  the  circumstances,  Crown 
sees  little  reason  to  doubt  the  wisdom 
of  his  conventional  investment  ap- 
proach. "I'm  concerned  about  buying 
something  I  don't  know  anything 
about,"  he  says.  "Now,  have  we  missed 
some  highfliers  because  of  this?  We 
have.  We  never  had  any  Xerox.  But  on 
the  average  I  think  we've  done  pretty 
well."  Would  any  foolhardy  members 
of  the  performance  cult  care  to  chal- 
lenge that  statement?  ■ 


The  Crown  Family's 
Major  Holdings 


Company 

Number 
of  Share; 
Owned 
(thou- 
sands) 

Value 

of 

Holdings 

(millions 

Percent 
Owned 

Pennzoil  United 
Hilton  Hotels 
St.  L.  San.  Fran.  Rwy. 
Gen.  Dynamics 
Occidental  Petroleum 

* 

250 
400 
325 
315 

$24.4 
22.3 
21.9 
17.7 
16.2 

7.2% 
16.8 
3.1 
0.7 

Swift 

I-T-E  Imperial 
Gulf  Oil 

Ayrshire  Collieries 
Cont.  III.  Bank 

550 
300 
150 
140 
250 

15.2 

12.8 

11.4 

10.7 

9.5 

4.5 
4.6 
0.1 
17.7 
1.5 

First  Nat.  Bank  (Chi 
Chi.  Rock  Is.  &  Pac. 

Q  ? 

1.5 

8.6 

'Owns  convertible  debentui. 
$10  million. 
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Old-Fashoned?  Henry  Crown  isn't 
exactly  a  swinger  in  modern  finan- 
cial terms.  Most  of  his  highly  suc- 
cessful investments  have  been  made 
on  an  old-fashioned  value  basis,  and 
he  scorns  many  of  today's  financial 
gimmicks — such  as  spinning  off  a 
partial  interest  in  a  subsidiary  as  a 
means  of  raising  the  over-all  stock 
market  valuation.  In  1964  Crown 
fought,  unsuccessfully,  to  keep  Hil- 
ton Hotels  from  spinning  off  its 
Hilton  International  subsidiary. 
"The  stock  separately  would  sell 
for  a  higher  total,"  Crown  agreed, 
but  he  says  he  told  his  fellow  direc- 
tors: "You  don't  run  your  business 
for  what  the  stock  sells  for; 
you  run  your  business  for 
what's     best     for     the     business." 
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When  Republic  Steel  took  a  hard  look 
:  copiers,  the  A-M  3000  showed  its  mettle. 

(A  copier  as  versatile  as  modern  steel) 


The  reason  Republic  Steel  included  A-M  3000  Copiers 
its  office  systems:  versatility.  They  can  handle  a  wide 
riety  of  jobs.  Dependably.  Efficiently.  At  a  low  cost. 
An  A-M  3000  is  small  enough  to  fit  on  the  corner  of  a 
sk,  but  it  performs  like  the  big  ones.  Copies  any  orig- 
al  (even  three-dimensional  objects)  of  any  size  up  to 
gal.  Flick  a  switch  and  it  reduces  legal-size  originals 
letter-size  copies.  The  A-M  3000  even  copies  hard-to- 
py  half-tones,  blueprints.  All  at  a  surprisingly  low  cost. 
What's  more,  the  A-M  3000  is  so  easy  to  operate,  you 


don't  need  an  operator.  (Anyone  can  make  perfect 
copies!)  Another  important  feature  for  Republic-  flat-bed 
copying  of  bound  originals  such  as  sales  reports  and 
product  literature. 

If  A-M  3000  Copiers  can  please  the  discerning  buyers 
at  Republic  Steel,  they  can  probably  please  you.  Why 
not  call  your  nearest  A-M  office  and  ask  for  a  demonstra- 
tion? Give  us  a  hard  look.  We're  ready.  Addressograph 
Multigraph  Corporation,  Dept.  X,  1200  Babbitt  Road, 
Cleveland,  Ohio  44117. 


COPIER-DUPLICATOR  division  &  CORPORATION 

^^^/      ...  helping  people  communicate 


Paper  Chase 


Nashua  Corp.  doesn't  make  paper;  it  makes  things  out  of 
paper.  The  difference  is  apparent  in  its  profit  margins. 


For  nearly  a  decade  the  paper  indus- 
try has  been  no  great  shakes  for 
growth.  But  that  doesn't  particularly 
bother  James  R.  Carter,  61,  president 
of  Nashua,  N.H.'s  Nashua  Corp. 
Nashua  buys  paper  stock  from  sup- 
pliers like  Fraser  Paper,  Ltd.  and 
Weyerhaeuser  Co.  and  converts  it  into 
such  industrial  and  commercial  prod- 
ucts as  office  copy  paper  and  gummed 
identification  labels.  In  the  last  five 
years  Nashua's  sales  have  grown  80% 
to  $70  million,  its  earnings  156%  for 
a  21%  return  on  equity.  By  contrast, 
the  industry  median  for  companies 
covered  in  the  Forbes  1968  Annual 
Report  on  American  Industry,  was  a 
7.2%  gain  in  sales,  7.6%  gain  in 
earnings  and  10.6%  return  on  equity. 
Nashua's  entry  into  the  copy-paper 
field  in  1962  is  the  most  obvious  rea- 
son for  its  impressive  performance, 
but  there  is  more  to  it  than  that.  "You 
might  better  attribute  it  to  the  fact 
that  by  1962  we'd  evolved  a  manage- 
ment  philosophy,"  says  Carter.   "We 


began  seeking  to  put  our  activities  in 
what  we  call  relatively  uninhabited 
product  areas — areas  in  which  there 
isn't  much  competition  because  they 
involve  a  reasonably  high  degree  of 
technology."  The  objective:  an  aver- 
age profit  increase  of  20%  a  year  for 
the  succeeding  five  years. 

Harbingers.  That  decision  had  been 
in  the  cards  ever  since  the  end  of 
World  War  II  when  Nashua's  man- 
agement wisely  rejected  the  tempta- 
tion to  integrate  backward  and  become 
a  fully  integrated  paper  producer.  In- 
stead, it  decided  to  strengthen  its  tech- 
nical capabilities  in  specialty-paper 
products.  It  started  building  a  research 
staff  (now  numbering  140),  and  in 
1947  introduced  a  versatile  thermo- 
plastic label.  In  1952  it  came  up  with 
a  revolutionary  reinforced  tape  used 
in  making  corrugated  containers.  In 
1954  it  marketed  a  noncurling  indus- 
trial adhesive  tape.  By  1962  Nashua 
was  spending  $874,000  on  research, 
which  is  a  sizable  amount  for  a  corn- 


Card  Shop.  Old  Nashua  N.H.  residents  still  call  the  Nashua  Co.  the  "card 
shop"  even  though  it  stopped  making  playing  cards  in  favor  of  gummed 
labels  and  glazed  paper  before  James  R.  Carter,  a  Boston  paper  jobber, 
bought  it  in  1904.  Since  then  the  Carter  family  has  maintained  control, 
now  owns  about  40%  of  the  stock.  Carter's  son  Winthrop  was  a  presi- 
dent, and  James  (below),  a  grandson,  is  president  today.  Another 
grandson  is  treasurer.  But  the  Carters  are  running  out  of  executive  material. 
The   younger   generation    isn't    interested   in    working   for    the    company. 


pany  with  only  $39  million  in  sales. 

It  was  in  1962,  however,  that  Carter 
launched  a  five-year  plan  designed  to 
make  Nashua  a  front-runner  by  the 
standards  of  any  industry.  "We  didn't 
travel  all  the  roads  we  mapped  out," 
says  Carter.  "But  when  we  found  cer- 
tain roads  didn't  lead  us  to  our  goals, 
we  still  had  the  goad  of  our  predeter- 
mined objectives." 

The  main  new  road  was  copier 
materials.  In  1964,  in  competition  with 
SCM,  Nashua  introduced  an  electro- 
static copier  paper  that  it  had  devel- 
oped in  its  laboratories  for  SCM  co- 
piers. To  sell  its  product,  Nashua 
built,  from  the  ground  up,  a  nation- 
wide network  of  dealers  trained  to 
service  and  repair  the  SCM  machine 
as  well  as  sell  supplies  for  it.  "We  also 
had  to  develop  our  own  parts  supply," 
says  Carter,  "because  if  you  didn't  do 
this,  you  might  make  your  first  sale, 
but  never  your  second."  Today  Nashua 
is  the  third-largest  U.S.  producer  of 
electrostatic  copy  paper. 

Nashua  has  also  expanded  its  copi- 
er product  line  to  include  thermo- 
graphic paper  and  toner  (a  liquid 
used  in  copiers)  as  well  as  products 
for  Xerox  machines.  Copier  materials 
also  became  the  vehicle  for  expanding 
its  overseas  business — a  scant  9%  of 
sales  in  1962.  In  1963  the  company 
bought  Copy-Cat  Ltd.,  a  British  maker 
of  copy  systems  that  Nashua  markets 
outside  the  U.S.  Last  year  foreign 
business  totaled  27%   of  sales. 

With  this  expansion  has  gone  the 
paring  of  old  products  that  were  not 
living  up  to  the  profit  goal,  such  as 
Nashua's  glazed-paper  and  50-year- 
old  bread-wrap  business.  The  impact 
on  Nashua's  profit  margin  has  been 
impressive:  From  11%  in  1962,  it 
widened  to  over  15%  last  year. 

Next.  Not  afraid  to  play  David  to 
even  bigger  giants  than  the  copier 
makers,  last  April  Nashua  acquired 
the  Perrygraf  Corp.,  a  maker  of  charts 
and  slide  rules.  Through  it  and  an- 
other recent  acquisition.  Tech-Met, 
Inc.,  Nashua  hopes  to  have  the  same 
impact  in  the  computer  supply  mar- 
ket as  in  photocopy  paper.  "We're 
currently  supplying  computer  plotting 
charts,"  says  Carter.  "We're  develop- 
ing our  own  magnetic  tape  internally." 

That  Nashua  is  thereby  taking  on 
IBM  and  Minnesota  Mining  &  Mfg. 
bothers  Carter  not  a  whit.  "We'll  em- 
brace our  marketing  opportunities  as 
we  see  them,"  he  says.  But  he  also 
makes  it  clear  that  in  the  process  he 
expects  to  keep  corporate  profits  grow- 
ing at  least  at  the  18%  rate  Nashua 
racked  up  in  this  year's  first  quarter.* 
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Last  Chance 

Most  of  Britain's  once  mighty  auto  industry  is  now  consolidated  into  a  single  company.  That  company, 
British  Leyland,   is  one  of  the  last,  best  hopes  for   improving  Britain's  deteriorating  trade  position. 


A  book.  The  American  Challenge,  by 
French  publisher-politician  Jean- 
Jacques  Servan-Schreiber*  has  shaken 
the  complacency  of  European  business- 
men. Servan-Schreiber  writes:  "What 
threatens  to  crush  us  today  is  not  a 
torrent  of  [American]  riches,  but  a 
more  intelligent  use  of  skills.  .  .  . 
American  industry  has  gauged  [our] 
terrain  and  is  now  rolling  from  Naples 
to  Amsterdam  with  the  ease  and  the 
speed  of  Israeli  tanks  in  the  Sinai 
desert."  Alerting  his  readers,  the  au- 
thor warns  them:  "The  danger  is  not 
in  what  the  Americans  do,  but  what 
the  Europeans  cannot  do." 

No  one  is  more  acutely  aware  of 
the  organizational  weakness  of  Euro- 
pean industry  than  Sir  Donald  Stokes, 
the  54-year-old  chief  executive  of  Brit- 
ish Leyland  Motor  Corp.  His  newly 
merged  firm  represents  Britain's  last 
hope  of  remaining  an  important  factor 
in  the  world  automotive  market  against 
the  challenges  not  only  of  Detroit,  but 
also  of  Germany  and  Japan. 

The  Odds.  British  Leyland's  chance 
of  meeting  the  challenge  is  at  least 
reasonably  bright.  With  assets  of 
close  to  $770  million,  the  company  is 
big — the  fifth-largest  in  Britain.  Its 
52%  of  the  British  car  and  truck  mar- 
ket gives  it  a  clear  lead  over  its  Ameri- 
can-owned British  rivals — Rootes 
(Chrysler),  Ford  of  Britain  and  Vaux- 
hall  (General  Motors).  Worldwide, 
British  Leyland  ranks  after  GM,  Ford, 
Chrysler  and  Volkswagen  as  the  fifth- 
largest  automaker.  Also,  at  least  for 
now,  it  is  probably  the  only  European 
producer  with  a  broad  enough  prod- 
uct range  to  take  on  the  role  of  a 
European  General   Motors. 

But  these  strengths  also  measure  the 
extent  of  British  Leyland's  problems. 
The  merger  itself  came  about  only  be- 
cause British  Motor  Holdings,  the 
major  partner,  was  in  grave  trouble. 
On  over  $1.3  billion  sales  in  fiscal 
1967  (ended  July  29),  BMH  lost 
$9  million  vs.  a  pretax  profit  of 
$57  million  the  year  before.  The  loss 
was  hardly  the  worst  of  it.  Only  a 
few  years  ago,  BMH  had  sold  three 
cars  for  every  one  sold  by  British 
Ford.  By  1967,  BMH's  share  of  the 
British  market  had  fallen  from  40% 
to  29%,  while  Ford's  climbed  to  27%. 

Neither  Britain  nor  the  company 
could  let  the  slide  continue.  New  man- 
agement was  called  for.  BMH  boss 
Sir  George  Harriman  had  little  choice 

•Atheneum    $6.95. 


National  Problem.  A  man 

of  impish  charm,  Leyland 
boss  Sir  Donald  Stokes  is 
nonetheless  a  tough  manager. 
He'll  need  to  be.  Besides  ra- 
tionalizing Leyland's  overlap- 
ping plant  facilities,  he  must 
cope  with  Britain's  prickly 
trade  unions,  which  in  recent 
weeks  have  halted  much  of 
Britain's  vital  auto  production. 


but  to  agree  to  a  peaceful  merger  with 
Leyland  Motors.  And  so,  last  spring, 
Sir  Donald  Stokes,  Leyland's  tough- 
minded  chairman,  took  over  the  chief 
executive  post,  but  with  no  illusions 
about  the  size  of  the  job.  "These  com- 
panies aren't  going  to  be  merged  over- 
night," he  told  Forbes.  "I'm  very  op- 
timistic about  the  long-term  future, 
but  we're  going  to  have  a  difficult  cou- 
ple of  years'  hard  work." 

BMH's  main  trouble  was  its  own 
long  series  of  ill-digested  mergers.  Six- 
teen years  after  the  company  was 
formed  by  the  1952  merger  of  Mor- 
ris and  Austin,  executives  still  spoke 
of  themselves  as  Morris  or  Austin  men. 
The  1966  acquisition  of  Jaguar  com- 
pounded the  problem.  The  result  was 
a  dangerously  decentralized  manage- 
ment structure,  too  many  brand  names 
and  models,  too  many  factories  and 
dealers  to  make  and  distribute  them. 
When  its  competitors  were  learning 
modern  management  and  marketing, 
BMH  merely  muddled  through  by  re- 
lying on  its  considerable  engineering 
and  manufacturing  talents. 

Leyland  too  was  a  product  of  mer- 
gers. But  Stokes,  unlike  Harriman  and 
his  predecessors,  had  worked  hard  to 
mold  his  companies  into  an  integrated 
whole.  In  just  16  years  he  had  trans- 
formed a  little  Lancashire  truck-and- 
bus  firm  into  the  world's  leading  heavy- 
truck  exporter.  He  had  gone  on  to 
turn  near-bankrupt  Standard-Triumph, 
maker  of  the  Triumph  sports  car,  into 
a  going  concern,  and  some  months 
before  completing  the  BMH  merger, 
had  clinched  Leyland's  place  in  pas- 
senger cars  by  acquiring  the  highly 
successful  Rover  Co.  In  five  years  Ley- 
land  had  more  than  doubled  its  sales 
and  had  moved  from  fifth  to  fourth 
place  in  the  British  industry,  behind 
Ford  but  well  ahead  of  Rootes.  In 
1967,  the  year  of  BMH's  collapse, 
Leyland  earned  $43  million  before 
taxes  on  over  $700  million  sales, 
nearly  as  much  as  BMH  had  earned 
in  1966  on  almost  twice  the  volume. 

The  Sorting  Out.  "One  of  the  con- 
ditions on  which  we  agreed  to  the  mer- 
ger," Stokes  says,  "was  that  we  should 
nominate  the  chief  executive,  who  hap- 
pened to  be  myself.  A  second  was  that 
we  should  have  responsibility  for  plan- 
ning the  organization  on  what  we 
thought  were  viable  lines." 

As  a  start,  Stokes  is  revamping  the 
entire  BMH  organization  to  give  it 
strong    central    control    and    defined 
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areas  of  responsibility.  "We're  going 
to  have  an  integrated  organization," 
he  explains,  "with  product  divisions — 
a  volume-car  division  [Morris  and 
Austin!.  a  specialty-car  division 
[Triumph,  Rover,  Jaguar],  a  truck- 
and-bus  division,  a  construction-equip- 
ment division,  an  export  division,  a 
general  engineering  and  foundries  divi- 
un.  And,  of  course,  we'll  have  the 
usual  staff  functions  at  the  top." 

Leyland  men  are  also  moving  into 
key  spots.  Harriman's  presumed  suc- 
cessor at  BMH,  Joe  Edwards,  has 
already  resigned.  Stokes  himself  has 
taken  on  the  volume-car  division.  In 
finance  is  John  Barber,  former  head  of 
Ford's  all-powerful  finance  depart- 
ment, whom  Stokes  lured  away  last 
year  and  put  on  the  Leyland  board. 
Traditionally,  BMH  designed  and 
tooled  and  then  worried  about  cost. 
Barber  will  surely  reverse  the  process. 
"My  first  job,"  Stokes  says,  "and  it's 
a  fundamental  one.  is  to  make  money 
for  our  stockholders;  and  the  only  way 
I  can  see  to  make  money  is  by  in- 
creasing   turnover    [a    Briticism     for 


New  Entry.  The  Austin  Amer- 
ica is  Leyland' s  bid  for  a  place 
in  the  U.S.  economy-car  market. 
With  automatic  transmission,  it 
sells  for  $1,845  vs.  $1 ,920  for  VW. 


salesj.  We've  got  to  utilize  existing 
plant  to  its  absolute  maximum  and 
I've  set  a  sales  target  of  £1  billion 
[$2.4  billion]."  British  Leyland  fac- 
tories have  been  turning  out  some- 
thing over  900,000  vehicles  a  year  vs. 
a  capacity  of  1.25  million.  If  Stokes 
can  reach  the  latter  figure,  pretax  prof- 
its of  more  than  $100  million,  or  5% 
on  sales,  should  be  quite  possible. 

Stokes  also  makes  it  perfectly  clear 
that  he  will  not  put  up  with  the  com- 
pany's inherited  proliferation  of  brand 
names  and  models,  which  exceeds  that 
of  GM  itself.  BMH  carefully  main- 
tained the  "marques"  (brand  names) 
of  the  companies  it  acquired,  often 
producing  virtually  the  same  car  under 
different  names — the  Austin  and  Mor- 
ris Mini,  for  example — justifying  the 
practice  on  the  ground  that  it  opti- 
mized sales  and  preserved  loyalties. 
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"What  we  want  to  do,"  Stokes  says, 
"is  to  preserve  the  virtues  of  what 
we've  got  and  get  rid  of  the  stupid 
overlapping.  It  would  be  ridiculous  to 
get  rid  of  a  famous  name  like  Jaguar. 
We  must  retain  the  strong  good  will 
we  have  for  marques  like  Jaguar, 
Rover  and  Triumph,  and  we're  going 
to  do  this  in  the  specialty-car  divi- 
sion." The  implication  is  that  while 
the  nameplates  will  remain  on  the 
higher-priced  cars,  there  will  be  fewer 
on  the  cheaper  models. 

Imitation  by  Choice.  On  the  model 
side,    Stokes    seems    to    be    following 
GM's  policy  in  the  Twenties  of  provid- 
ing a  model  for  every  price  range  with 
a  minimum  of  overlap,  though  "rea- 
sonable   competition   between    certain 
marques,"    says    Stokes,    "is    a    good 
thing,  provided  the  cars  are  different. 
I've  got  the  highest  respect  for  General 
Motors,  and  I'm  quite  willing  to  learn 
from  their  experience — in  the  States." 
Of  course,  both  Ford  and  GM  have 
followed  different  policies  in  England 
from    those    in    the    U.S.,    confining 
themselves  to  the  middle  price  range 
with  extensive  variation  on  a  couple  of 
basic    models.    "Because   they    started 
with  one  plant  and  one  policy."  Stokes 
says,   "the  Americans  haven't  had  to 
do  this  acquiring  and  merging.  They've 
been  able  to  make  one  or  two  models 
where  we  found  ourselves  loaded  with 
16  or  17.  We're  going  to  bring  these 
down.   We  have  a  potential   capacity 
of  well  over  a  million  motor  cars.  We 
are  much  bigger  than  Ford  and  Gen- 
eral Motors  in  this  country,  and  our 
degree    of    diversification    has    some 
merits,  provided  it's  used  intelligently." 
Stokes   has   no   illusions   about   the 
problem  of  bringing  change  to  a  tra- 
dition-bound company  and  a  fiercely 
competitive  industry.  For  example,  re- 
sponding to  demand  for  a  somewhat 
larger  and  more  powerful  car,  BMH 
had  sought  to  develop  a  1.5-liter  model 
(that  is,  roughly  89  horsepower)  that 
was  to  be  its  big  volume  seller.  So  far 
the  new  car  has  pleased  no  one  and  its 
unveiling    has    been    repeatedly    post- 
poned. Meanwhile,  Stokes  is  faced  with 
having  to  make  do  with  a  group  of 
cars  that,  however  well  engineered  and 
successful,  have  been  around  too  long: 
the    20-year-old    Morris    Minor,    the 
nine-year-old   Mini   and  the  six-year- 
old    1100.    Ford's    highly    successful 
Cortina  is  running  neck  and  neck  with 
the  1100  at  home,  way  ahead  abroad. 
"But  we're  going  after  them."  Stokes 
says,   "though  it  will  take  us  two  or 
three  years  to  make  some  real  changes. 
We've    already    done    a    new    model 
product-planning  exercise  to   get   our 
models  right,  up  to  1972  or  1973.  We 
want  to  retain  the  BMH  reputation  for 
reliability  and  very  good  engineering. 


But  it's  time  to  introduce  some  fashion 
elements  to  titivate  the  public.  The 
public  doesn't  buy  cars  on  logic,  but 
on  impulse  and  attractiveness." 

Not  that  Stokes  feels  that  what's 
good  for  General  Motors  is  always 
good  for  British  Leyland.  "We've  got 
to  pursue  our  own  policy,"  he  says, 
"and  for  us  to  ape  the  Americans  or 
anyone  else  would  be  wrong.  Our 
policy  must  be  dictated  to  a  consider- 
able extent  by  the  attitudes  of  people 
in  Great  Britain.  After  all,  half  our 
output  goes  to  Great  Britain,  and  we 
export  half  our  output  because  people 
like  British  or  European  cars.  People 
want  a  car  which  is  not  dated  every 
year.  On  the  other  hand,  they  don't 
want  the  same  model  for  ten  years." 

Matter  of  Money.  If  British  Leyland 
is  to  have  the  new  models  it  badly 
needs,  Stokes  is  going  to  need  a  lot  of 
money  over  the  next  few  years.  British 
Ford,  for  instance,  has  sunk  $700  mil- 
lion into  its  plant  over  the  past  decade; 
as  of  now,  it  is  doubtful  if  British  Ley- 
land  can  put  up  this  kind  of  money. 
BMH  emerged  from  1967  with  a  $55- 
million  working  capital  deficit,  and 
though  a  $60-million  government  loan 
kept  the  wolf  from  the  door,  it  is  all 
the  more  essential  that  BLMC  capital- 
ize to  the  utmost  on  the  leverage  in- 
herent in  its  excess  plant  capacity. 

One  promising  plus  is  the  Austin 
America  1300.  which  Stokes  intro- 
duced into  the  U.S.  in  April.  "We 
missed  the  boat  on  the  small-car  mar- 
ket in  the  States,"  Stokes  says,  think- 
ing wistfully  of  Volkswagen's  classic 
success  story,  "We're  going  back  in 
now,  and  I  hope  we'll  recapture  a  good 
share  of  it  with  the  Austin  America." 

Given  this  new  and  determined 
leadership,  British  Leyland  has  a  lot 
going  for  it,  particularly  in  the  key 
European  markets  where  it  is  already 
solidly  established.  It  has  both  truck- 
and  car-assembly  plants  in  Belgium, 
for  instance,  inside  the  Common 
Market,  and  a  very  comprehensive 
agreement  with  Innocenti  in  Italy.  It's 
even  possible  that  Stokes  might  trans- 
form the  Innocenti  connection  into 
an  outright  merger. 

"I  wouldn't  dismiss  it,"  Stokes  says. 
"I'm  never  satisfied  with  remaining  the 
same  size,  and  I'm  quite  willing  to  take 
over  anybody  else  who  is  viable  and 
profitable.  Though  first,  of  course, 
we've  got  to  digest  what  we've  got." 

What  it  all  boils  down  to  is  that 
British  Leyland  is  going  to  require 
time  and  money,  both  in  considerable 
quantities,  if  it  is  to  both  hold  the  home 
market  and  regain  some  of  the  lost 
export  market.  Can  Stokes  find  the 
time  and  the  money?  Considering 
Britain's  near-desperate  trade  position, 
the  answer  must  be:  He  had  better.  ■ 
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Life  Begins  at  42  / 


After  21  years  in  the  Navy,  Chester  Nimitz  Jr. 
is  doing  darn  well  in  a  new  business  career. 


r  "Is  running  a  company  in  sophisti- 
cated space  optics  and  laboratory 
equipment  anything  like  running  a 
submarine?"  Forbes  asked  Chester 
W.  Nimitz  Jr.,  son  of  the  late  World 
War  II  commander  of  Pacific  Opera- 
tions and  himself  a  decorated  World 
War  II  submarine  commander 

"Yes,"  says  Nimitz,  who  is  now 
53  and  president  of  Norwalk,  Conn.'s 
Perkin-Elmer  Corp.  "You  have  the 
commonality  that  the  buck  stops  here. 
You  must  be  sure  that  your  people 
are  doing  what  you  think  they're  doing 
and  look  far  enough  ahead  so  that 
you  don't  run  into  some  unforeseen 
obstacle." 

At  the  helm  of  Perkin-Elmer,  Nim- 
itz has  kept  his  company  on  a  fast, 
smooth  course  in  difficult  seas.  For 
example,  Perkin-Elmer's  orbiting  as- 
tronomical telescope  is  not  orbiting, 
but  awaiting  launching  funds  from 
NASA  in  a  company  laboratory. 

Yet  Nimitz  has  stretched  to  1 1  years 
Perkin-Elmer's  unbroken  string  of  ris- 
ing profits,  while  such  rivals  as  Itek 
and  Varian  Associates  have  seen  earn- 
ings go  up  and  down  like  a  roller 
coaster.  But  now  even  the  unflappable 
Nimitz  concedes,  "I  have  a  gnawing 
anxiety  that  we  may  bust  our  string 
of  earnings  gains  this  year.  My  big 
problem  is  to  get  by  fiscal  1968,  which 
ends  this  July  31."  The  probability  is 
that  earnings  per  share  will  just 
squeak  above   1967's  84  cents. 

Shut  It  Down.  Sales  will  set  a  fresh 
record  for  the  current  fiscal  year — 
up  about  30%  to  $145  million.  With 
that  sales  gain,  why  was  Nimitz  hav- 
ing trouble  with  earnings?  Because  of 
"a  fiasco  and  two  big  booboos." 

The  "fiasco"  was  in  an  Australian 
plant.  Nimitz  decided  to  shut  it  down 
just  one  month  after  it  opened.  "When 
the  manager  of  the  plant  walked  into 
my  office,  I  told  him.  Go  home  and 
shut  it  down.'  That  cost  us  something 
like  $200,000 — over  3  cents  a  share 
— in  after-tax  money." 

The  two  "big  booboos"?  "One  was 
an  instrument  that  we  never  managed 
to  make  meet  the  specs  we  set  for  it. 
The  other  was  one  we  couldn't  make 
without  using  all  the  engineers  in  the 
place  and  going  broke  in  the  process. 
Some  of  our  people  had  gone  so  far 
out  on  a  limb  to  say  it  would  fail 
that  I  could  have  put  God  in  every 
spot  and  still  missed.  So  I  killed  it." 

Finally,  Nimitz  says,  P-E  managed 
to  lose  money  on  two  or  three  fixed- 
price  contracts  "that  I  considered 
cinches  to  be  profitable.  What  went 
wrong  was  that  we  added  a  whole  new 

FORBES,  JULY  15,  1968 


operation  and  staffed  it  from  within, 
leaving  inexperienced  men  on  the 
fixed-price  programs." 

Why  take  all  these  losses  in  a  sin- 
gle year?  Why  not  move  more  slowly? 
Says  Nimitz:  "It's  bitter,  but  it's  easier 
to  do  them  now  than  wait  and  see 
them  done  by  your  replacement." 

Such  honesty  is  refreshing  at  a  time 
when  many  managers  prefer  to  hide 
their  mistakes  with  fancy  bookkeep- 
ing or  disguise  them  with  euphemisms. 
But  Nimitz  can  afford  to  be  honest: 
In  a  volatile,  high-technology  business 
Perkin-Elmer   has    an    impressive   re- 


Torpedoed.  Chester  W.  Nimitz 
Jr.  followed  his  father  to  the 
U.S.  Naval  Academy,  spent  21 
years  in  the  Nav*y,  rising  to  Rear 
Admiral.  He  only  entered  busi- 
ness in  1957  when  he  was  42, 
with   Texas  Instruments. 

It  was  Vice  Admiral  Hyman 
Rickover  who  ended  Nimitz' 
career  at  77.  After  four  years, 
Nimitz  had  been  slated  to  head 
the  Tl  operation  in  Attleboro, 
Mass.,  which  got  most  of  its 
sales  from  the  U.S.  Navy.  'When 
Admiral  Rickover  found  out 
about  it,  he  said  if  they  sent  a 
retired  naval  officer  to  that  com- 
pany it  would  get  no  more  busi- 
ness from  him.  That  meant  'Stay 
in  Texas,'  but  my  wife  and  1  felt 
we'd  stay  there  all  our  lives  if 
we  didn't  move  then.  We  like 
Texans,  but  the  trouble  is  the 
heat  and  the  fact  there  is  no- 
where to  go  if  you  want  a 
change."  Nimitz  went  to  Perkin- 
Elmer  as  a  vice  president,  be- 
came   president    in    four   years. 
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cord  for  growth  and  stability. 

In  precision  optics  such  as  lasers, 
space  telescopes  and  cameras  for  re- 
connaissance, Nimitz  has  kept  P-E  up 
with  the  other  two  leaders,  Itek  and 
Eastman  Kodak,  and  well  ahead  of 
others  like  Fairchild  Camera  and 
Hughes  Aircraft. 

One  of  P-E's  potentially  hottest 
products  is  its  night  laser  camera  that 
will  enable  a  night-flying  plane  to  look 
down  on  Vietnam  as  if  there  were  day- 
light. Nor  will  the  camera  be  phased 
out  when  the  war  there  ends.  "In  the 
event  of  disarmament,"  says  Nimitz, 
"reconnaissance  becomes  an  important 
business.  How  do  you  know  the  other 
guys  are  honest?  It  becomes  our  first 
line  of  defense. 

"But  I'm  a  little  leery  of  any  busi- 
ness where  there  is  only  one  customer, 
one  whose  funding  is  always  a  very 
uncertain  type  of  thing.  It's  hard  to 
plan  for  a  business  that  is  as  periodic 
or  discontinuous  as  that  can  be." 
That's  why  Nimitz  pushes  to  keep 
his  commercial  analytic  laboratory  in- 
strument business  up  to  50%  of  sales. 
This  market  is  growing  15%  a  year, 
partly  because  companies  that  neg- 
lected research  for  years  have  been 
building  beautiful  new  laboratories. 
"Now  whether  you  make  automobiles, 
sausages  or  clothing,  to  remain  com- 
petitive you  must  research  your  mate- 
rials," says  Nimitz. 

Sadists  in  Smocks.  "Marketing  re- 
sources are  expensive  and  hard  to 
come  by,"  says  Nimitz.  "Salesmen 
have  to  be  graduate  chemists  or  physi- 
cists, and  most  of  those  cats  don't  like 
to  sell.  They've  got  to  be  good  tech- 
nically so  they  don't  get  cut  to  ribbons 
by  our  testy  customers.  The  guy  who 
is  buying  analytical  instruments  is  a 
scientist — somebody  whom  manage- 
ment doesn't  understand,  but  treats 
as  a  key  man.  He's  spending  a  com- 
pany's money  very  liberally,  but  man- 
agement doesn't  dare  offend  him.  And 
he's  as  egotistical  as  a  son  of  a  gun. 
He's  quite  a  sadist.  He  wears  a  white 
smock.  While  he  may  drive  an  old  car, 
he's  very  concerned  with  having  the 
latest  instruments  stand  beside  him 
at  work." 

Considering  the  problems  he  faces, 
it's  not  surprising  that  Nimitz  con- 
siders his  life  as  a  submarine  com- 
mander good  experience  for  running 
Perkin-Elmer.  As  he  puts  it:  "It  really 
doesn't  matter  what  the  job  is — sub- 
marines, business,  whatever.  The  lead- 
er in  any  enterprise  has  the  same  basic 
tasks."  In  both  of  his  careers,  Nimitz 
has  done  them  well.   ■ 
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Home.. .is  where  you  take  it... 

BLUE  BIRD  |  |  |    . 

waiiderlodge 

revolutionary 
Wend  of  trans- 
portation and 
accommodations. 

This  family  cruiser  is  rugged,  yet  perfectly 
tailored  for  comfort — ideal  for  extended  va- 
cations or  that  occasional  week-end  away 
from  it  all.  WANDERLOOGE  offers  unique- 
ness ...  no  towing  of  living  quarters,  no 
reservations  or  check-out  time,  only  miles 
of  flawless  performance  and  all  around  lux- 
ury living  .  .  .  From  $25,000.  Business  is 
where  you  take  it .  . .  Wanderlodge  is  easily 
adaptable  for  commercial  and  industrial 
uses . . .  your  office  on  wheels.  For  a  Wander- 
lodge  brochure  write:  Blue  Bird,  Wanderlodge 
Division,  Dept.  93,  Fort  Valley,  Georgia. 


THE  DIAMOND  OF  HER  DREAMS 

at  investment  prices 


Buy  Diamond  Jewelry  direct  from  one 
of  America's  well  known  diamond 
cutters.  Pay  only  actual  market  price. 
We  refund  all  monies  unless  your 
own  appraisal  shows  value  %  to  y2 
higher. 

Over  5,000  styles  $100  to  $100,000 
—  —  —  —  — —  —  —  —  — -  —  —  ^—  —  — _  ___  __. 

Send  for  FREE  80-PAGE  CATALOG 
EMPIRE  DIAMOND  CORP.,  DEPT.  46 
Empire  State   Bldg.,   New  York,   N.Y.   10001 

NAME 


ADDRESS 


ZIP 


Tempting  Fate? 


Hawing  taken  on  Procter  &  Gamble  and  Colgate-Palmolive 
in  the  toiletries  business,  little  Alberto-Culver  is  moving 
into  other  equally  competitive  packaged-goods  markets. 


"All  of  a  sudden  we've  bumped 
headlong  into  General  Foods  and  Pills- 
bury.  We  didn't  intend  to;  we'd  rather 
they  weren't  there."  Leonard  H.  Lavin, 
president  of  Alberto-Culver  Co.,  was 
explaining  the  problems  a  little  com- 
pany like  his  runs  into  in  the  market- 
place. In  February  Alberto  had  ac- 
quired Sugar  Twin,  a  new  sugar-substi- 
tute product.  But  no  sooner  was  it  in 
distribution  than  Lavin  discovered  that 
General  Foods  and  Pillsbury,  two  of 
the  nation's  smartest  food  marketers, 
were  bringing  out  exactly  the  same 
kind  of  product. 

Lavin  can't  complain  at  the  turn  of 
events,  though.  It's  just  what  he  asked 
for.  Having  carved  out  a  niche  for  his 
pint-sized  (1967  sales:  $115  million) 
toiletries  company  in  a  market  domi- 
nated by  the  likes  of  Bristol-Myers, 
Revlon,  Procter  &  Gamble  and  Col- 
gate-Palmolive, Lavin  is  now  trying  to 
move  into  other  mass-advertised 
packaged  goods.  He's  testing  products 
in  specialty  foods  (the  sugar  substi- 
tute), proprietary  drugs  and  house- 
hold cleaning  products.  So  he  may 
soon  find  himself  competing  with  Gen- 
eral Mills  and  National  Biscuit  in 
foods,  Sterling  Drug  and  Warner- 
Lambert  in  proprietary  drugs,  and 
Procter  &  Gamble  and  Colgate  in 
household  cleaners. 

Trouble,  Trouble.  Why  ask  for  this 
kind  of  trouble?  Lavin  hasn't  much 
choice.  In  the  Fifties,  Alberto-Culver 
went  from  nowhere  to  gain  a  firm  foot- 
hold in  toiletries,  especially  hair  prod- 
ucts. In  the  process  he  boosted  earn- 
ings from  5  cents  a  share  in  1959  to 
$1.40  in  1964.  But  Alberto-Culver's 
growth  slowed  badly  after  1964  as 
the  big  outfits,  Bristol-Myers,  Colgate 
and  Chesebrough-Pond's,  stepped  up 
promotion  in  the  hairdressing  field, 
and  Procter  &  Gamble,  Revlon,  Shul- 
ton  and  Toni  hit  Alberto-Culver  in 
other  areas.  P&G  put  such  a  push  into 
its  Head  &  Shoulders  shampoo  that, 
in  Lavin's  words,  "They  knocked  hell 
out  of  all  shampoos  and  dandruff 
preparations." 

Alberto-Culver  fought  back,  spend- 
ing so  heavily  on  advertising  and  pro- 
motion that  its  earnings  fell  from  $4.2 
million  to  $650,000  in  fiscal  1965.  Its 
stock  slumped  from  $42  to  $9. 

"Some  people  might  say  we  were 
rather  foolish  to  affect  our  earnings," 
Lavin  says.  "But  the  most  important 
thing  is  to  maintain  your  share  of 
market.  If  you  have  the  share  of  mar- 


TV  Barrage.  Leonard  H. 
Lavin  learned  to  use  TV 
in  the  early  1950s  when  he 
promoted  Stopette  deodorant. 
Today,  Lavin's  Alberto-Cul- 
ver Co.  puts  around  95% 
of  its  $25-million  advertis- 
ing   budget    into    television. 


ket,  the  profits  will  come."  He  was 
right.  Sales  moved  off  a  $100-million 
plateau,  where  they  had  been  for  two 
years.  Earnings  bounced  back  to  89 
cents  a  share  in  1966  and  to  a  record 
$1.54  last  year.  In  the  first  six  months 
of  fiscal  1968,  earnings  were  up  36%. 
sales  10%.  The  stock  revived  too,  and 
recently  sold  at  $43,  making  Lavin's 
personal  fortune  in  Alberto  stock 
(he  holds  40%  of  the  total)  worth  $5  I 
million.  By  1967  Alberto  was  earning 
a  good  37%  on  its  stockholders' 
equity,  nowhere  near  1964's  66%, 
but  well  above   1966's  27%. 

Lavin's  job  now  is  to  maintain  that 
kind  of  profitability  as  he  competes 
with  more  and  more  of  the  world's 
smartest  purveyors  of  consumer  goods. 
Lavin's  track  record  suggests  that  he 
has  a  good  chance  to  do  so.  But  the 
record  also  suggests  that  he  won't  be 
able  to  keep  Alberto-Culver's  earn- 
ings from  roller-coasting  alarmingly 
from  time  to  time.  ■ 
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As  I  See  It 


"Nonfinancial  companies 

want  to  buy  into  this  industry.  They're  looking 

at  the  housing  market  of  the  1970s." 


An  Interview  with  California's  Savings  &  Loan  Commissioner 

From  a  boom  industry  serving  a  boom  area,  California's  savings  &  loan 
industry  has  become  a  sick  business.  Can  the  West  Coast  S&Ls  come 
back?  And  if  so,  how?  And  when?  For  some  of  the  answers,  FORBES  ' 
talked  with  Dr.  Preston  Martin,  California's  Savings  &  Loan  Commis- 
sioner. A  former  professor  of  finance  (at  the  University  of  Southern 
California),  Martin  has  been  seeing  the  S&Ls  through  a  difficult  period 
since  his  appointment  by  Governor  Ronald  Reagan  in  January  1967. 


What  about  it.  Dr.  Martin?  Is  the 
S&L  an  anachronistic  form  of  institu- 
tion? Does  it  really  deserve  to  live? 

Martin:  There's  no  question  about 
it.  You've  got  to  have  specialized 
financial  institutions. 

Why? 

Martin:  The  commercial  bank  is  a 
department  ^ore,  and  well  it  should 
be.  They  are  the  allocators  of  funds  in 
the  economy.  Right  now  they  are  al- 
locating funds  into  business  borrow- 
ing, inventory  and  capital  financing. 
You've  got  to  have  the  specialist  in 
there  making  real-estate  loans  all  the 
time,  no  matter  what.  For  the  sake 
of  the  economy  you  can't  turn  it  on 
and  off. 

But  you've  recommended  letting  the 
S&Ls  get  into  other  fields. 

Martin:  Well,  it's  true.  You  can't 
have  100%  specialists.  That's  why 
I've  been  plumping  in  the  state  legis- 
lature and  testifying  before  Congress 
for  S&Ls  to  have  more  lending  flexi- 
bility beyond  straight  mortgages. 

I've  got  a  bill  in  the  state  legislature 
to  permit  the  S&Ls  to  buy  commercial 
paper — mobile  home  paper,  improve- 
ment loan  paper  and  the  like — from 
commercial  banks  that  have  the  capa- 
bility of  making  these  kinds  of  loans. 
I  don't  think  the  S&Ls  should  become 
like  the  banks  and  go  out  and  hire 
consumer  loan  specialists  and  home- 
improvement  loan  specialists.  Let  the 
banks  employ  those  guys  and  then  buy 
the  paper  from  the  banks.  Then  when 
you  get  too  much  money  on  deposit  in 
relation  to  the  real-estate  market  and 
you've  got  a  pressure  on  your  earnings 
per  share,  you  buy  these  other  kinds 
of  assets.  I  think  that's  the  answer,  not 
direct  origination. 

Any  other  answers? 


Martin:  Yes.  I  think  the  authorities 
should  give  the  S&Ls  more  flexibility 
in  the  rate  they  pay  to  depositors. 

For  example? 

Martin:  I  think  it's  time  for  the 
authorities  to  recognize  the  need  for  a 
marginal  savings  rate  that  is  competi- 
tive. Not  a  rate  on  passbooks  [regular 
savings  accounts]  or  on  existing  sav- 
ings certificates  already  outstanding. 
But  the  S&Ls  need  to  be  able  to  com- 
pete the  way  the  banks  do.  They  need 
a  fighting  rate,  a  marginal  rate,  so 
they  can  go  out  and  say,  "We  really 
want  your  savings,  and  if  you'll  leave 
it  for  a  year,  and  be  subject  to  a 
penalty  if  you  cash  it  in  earlier,  we'll 
give  you  half  a  percent  more  than  our 
ordinary  savers." 

You  see  the  banks,  the  Treasury  and 
other  competitors  for  funds  all  operate 
on  a  short-term  basis  and  they  can 
vary  their  rates  as  the  market  changes. 
But  the  S&Ls  have  less  flexibility.  They 
make  a  30-year  mortgage  at  714% 
and  it  stays  on  their  books  for  1 1  or 
12  years  at  a  fixed  income  level. 

There  could  be  a  truly  variable 
mortgage  rate  too.  A  mortgage  rate 
that  will  go  down  when  interest  rates 
in  general  go  down,  and  go  up  when 
interest  rates  go  up.  You  see,  the  S&Ls 
are  caught  in  the  ratchet.  When  inter- 
est rates  go  down,  people  can  re- 
finance their  mortgages.  But  when 
rates  go  up,  people  hang  onto  the 
mortgage  like  it's  grim  death. 

Well,  meanwhile  the  S&Ls  have  to 
clear  up  their  problems  without  any 
new  legislation.  What  is  the  big  job 
for  1968? 

Martin:  They've  got  to  get  the  prob- 
lem assets  off  their  books,  get  them 
sold,  written  down,  financed.  Then 
they  can  clear  the  decks  for  the  ex- 
pansion in  housing  activity  that's  just 
ahead. 


Outfits  like  Financial  Federation 
and  Wesco  still  have  pretty  high  ratios 
of  slow  loans,  foreclosed  real  estate 
and  loans  to  facilitate  selling  those 
foreclosed  properties. 

Martin:  Yes,  and,  of  course,  Lytton 
too.  You  don't  change  that  overnight. 
But   we're   clearing   out   the   pipeline. 

What  do  you  think  is  going  to  be 
the  earnings  situation  for  California 
S&Ls  in   1968? 

Martin:  We  had  the  best  first  quarter 
since  1965.  On  a  return  on  net-worth 
basis  we  hit  8%,  annualized  from  the 
quarter.  I'm  not  forecasting  that  for 
the  year,  though.  I  think  it  will  be 
below  that. 

The  situation  still  looks  rough  to  us. 
The  inflow  of  savings  was  down  to  a 
1%  gain  for  the  quarter.  Housing 
activity  shows  a  few  signs  of  picking 
up,  but  the  S&Ls  have  pushed  their 
mortgage  rates  up  to  8%  or  so. 

Martin:  It's  going  to  be  hard  for  the 
rest  of  the  year — until  we  can  get  the 
savings  machine  cranked  up  again.  If 
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This  man 
resigned  a  $17,000 
a  year  job  for  the 
chance  to  attend 
DeanWitter's 
Investment  Training 
School 


Dean  Witter's  standards  for  accept- 
ing applicants  for  its  Account 
Executive  training  program  are  so 
high,  so  tough,  that  only  about 
one  applicant  in  eight  is  accepted. 
But  once  he  becomes  part  of  this 
program.  Dean  Witter  spends 
thousands  of  dollars  training  him 
to  become  an  investment  specialist, 
capable  of  maintaining  the  highest 
standards  of  service  to  our  clients. 
Combine  men  of  this  caliber  with 
one  of  America's  most  respected 
Research  Departments,  then  add 
a  multi-million  dollar  commitment 
to  modern  electronic  equipment  — 
and  you  have  Dean  Witter 
investment  service.  This  service 
is  available  to  you  through  your 
nearest  Dean  Witter  office.  For 
an  appointment,  just  call  the 
manager.  There's  no  cost  or 
obligation,  of  course. 

You  're  close  to  men  who  know 
. . .  when  you  invest  with 

Dean  Witter  &  Co. 

Members  New  York  Stock  Exchange 
Pacific  Coast  Stock  Exchange 

SAN  FRANCISCO  •  LOS  ANGELES 
NEW  YORK  •  CHICAGO 


we  can't  get  out-of-state  savings  rolling 
in  here  again  on  some  basis — well, 
people  are  liable  to  be  paying  9%  and 
10%  on  mortgages  here. 

What  are  the  realistic  prospects  of 
Setting  more  out-of-state  money  as* 
long  as  the  lid  is  on  S&L  savings  rates? 

Martin:  It's  a  bad  business.  The  chain 
has  got  to  be  like  this.  The  mortgage 
rate  has  to  go  up,  to  get  income  coming 
in.  The  problem  assets  have  to  get 
sold  and  off  the  books,  which  takes  a 
heavy  cost  factor  out.  Then  you  will 
have  a  better  profit  margin  and  can 
afford  to  pay  a  higher  rate.  Then  when 
you  go  back  and  request  rate  relief 
you  can  say,  look,  we've  got  the 
money,  let  us  pay  it  to  the  saver. 

There  were  quite  a  few  mergers  after 
the  1966  money  crunch,  or  perhaps 
"rescues"  would  be  a  better  word.  Is 
the  shakeout  over? 

Martin:  No.  There  will  be  mergers 
again  pretty  soon.  There  are  plenty  of 
applications,  either  in  our  hands  or 
back  in  Washington  or  just  being 
talked  about.  One  big  obstacle  has 
been  unrealistic  pricing  of  the  stock 
by  the  owners  of  associations  in 
trouble.  They  will  not  recognize  their 
difficulties  and  they  are  asking  way, 
way  too  much. 

Would  it  help  if  the  publicly  owned 
holding  companies  were  permitted  to 
diversify? 

Martin:  I  think  you  have  to  look  at  a 
particular  holding  company  and  its 
management.  For  some  holding  com- 
panies I  think  it  would  be  a  mistake; 
they  aren't  set  up  to  do  that.  And  as 
far  as  outside  strength  is  concerned, 
you  can  turn  the  diversification  ques- 
tion the  other  way  around. 

By  that  you  mean  outsiders  are 
buying  into  the  S&L  business? 

Martin:  We're  getting  an  increasing 
amount  of  interest  from  nonfinancial 
companies  who  want  to  buy  into  this 
industry.  They're  looking  at  the  hous- 
ing market  of  the  1970s.  I  think  it's  a 
very  salutary  thing  and  the  Holding 
Company  Act  permits  it.  Avco  just 
bought  into  Ventura.  Southern  Cali- 
fornia Financial  was  sold  outside  the 
industry.  Allstate  owns  an  S&L.  This 
is  good  business,  something  we  en- 
courage. We're  glad  to  see  the  manage- 
ment and  the  capital  come  in. 

Do  you  expect  this  trend  to  increase? 

Martin:  I  guarantee  it.  ■ 


End  Run 

How  do  you  get  fast  growth 
out  of  a  slow-growing  busi- 
ness?   Ask    Cook     Coffee. 

Rarely  has  a  U.S.  supermarket  chain 
chosen  a  more  daring  means  of  speed- 
ing up  its  growth  than  Cleveland's 
Cook  Coffee  Co.  Of  the  growth  label 
there  can  be  no  question.  Over  the 
past  seven  years,  its  per-share  earn- 
ings have  risen  more  than  357%  on  a 
f95%  increase  in  sales  (to  $377  mil- 
lion), a  significantly  better  record 
than  that  of  the  industry's  giants. 
Moreover,  last  year  Cook  Coffee 
earned  22%  on  equity,  probably  the 
highest  return  in  the  industry. 

Cook  Coffee's  founder,  the  late  Max 
Freedman,  did  it  all  with  leverage. 
When  Freedman  decided  in  the  early 
Sixties  to  add  discounting  (now  27% 
of  sales)  to  Cook's  regional  super- 
market business  and  then  to  expand 
both  as  rapidly  as  possible,  he  blithely- 
proceeded  to  borrow  his  way  in.  Be- 
tween 1958  and  1966  the  company's 
long-term  debt  rose  from  $1.3  mil- 
lion to  over  $21  million. 

Second  Thoughts.  By  the  time  Presi- 
dent Roy  B.  Miner  took  over  as  chief 
executive  after  Freedman's  death  a 
year  ago,  however,  long-term  debt  ac- 
counted for  more  than  43%  of  Cook 
Coffee's  capitalization,  one  of  the  high- 
est ratios  in  the  industry.  Moreover, 
the  company's  expansion  was  still  in- 
complete and  Miner  was  nervous 
about  further  borrowing. 

Instead,  he  sold  and  leased  back  12 
store  properties,  realizing  $10  million 
on  the  deal.  As  a  result,  of  course. 
Cook  Coffee's  rental  obligations  rose 
from  $2.7  million  in  1966  to  $3.5 
million.  But  Miner  isn't  worried.  "Ac- 
tually," he  says,  "the  $5  million  in 
interest  and  rent  is  no  higher  than  our 
costs  were  when  we  were  writing  off 
depreciation  on  properties  now  under 
lease." 

Nor  was  that  all.  Last  month  Miner 
agreed  to  buy  New  York's  $84-million 
(sales)  M.N.  Landau  discount  depart- 
ment-store chain.  The  price:  $18  mil- 
lion worth  of  subordinated  notes  and 
convertible  debentures. 

With  that  deal  under  Cook's  belt  and 
its  sales  now  at  an  annual  rate  of  $461 
million.  Miner  now  says:  "We  don't 
contemplate  any  sale  or  leaseback  of 
our  properties  after  this  year,  and  in 
1969,  we  will  initiate  a  complete  analy- 
sis of  the  financial  structure  of  the 
company  to  determine  where  to  go 
from  there  and  the  best  manner  of  fi- 
nancing it."  Which  is  another  way  of 
saying  that  it's  time  to  pause  for  a 
breather.  ■ 
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a  new 
name  to  fit 
our  GrowTH 

PORTEC 


Formerly  Poor  &  Company 

Through  the  years,  the  business  of  Poor  &  Company 
has  expanded  into  many  industries  through  its  six  major 
divisions.  We  manufacture  a  broad  range  of  specialty 
products  for  markets  here  and  abroad.  The  new  PORTEC 
name  will  represent  a  diversified  product  line  with  a 
strong  corporate  base  . . .  and  the  New  York  Stock 
Exchange  symbol  remains  POR. 

We  are  steadily  increasing  our  emphasis  on  engineered 
products  for  the  capital  goods  requirements  of  industry. 
You'll  find  us  producing  railway  supplies  and  shipping 
systems  equipment.  Building  modern  pit,  quarry  and 
crushing  equipment  for  the  road  construction  and  mining 
industries.  Manufacturing  steel  forgings,  ferrous  castings 
and  specialty  belting  for  industrial  users. 

PORTEC  is  the  name. 

Call  on  us  for  the  finest  products  serving  the 

transportation  and  industrial  markets. 


inc 


PORTEC 


inc. 


80  East  Jackson  Boulevard,  Chicago  60604 
Pioneer  Division/Forgings  Division 
Railway  Products  Division /Shipping  Systems  Division 
Industrial  Belting  Division/Castings  Division 


FORBES,  JULY  15,  1968 


45 


Safe  on  Its  Own  Turf 

Here's  one  monopoly  that  the  Justice  Department  has  been  unable  to  crack. 


In  most  parts  of  the  U.S.,  trading 
stamps  abound  in  almost  every  color 
of  the  rainbow — green,  blue,  orange, 
red,  yellow  and  plaid.  But  in  Cali- 
jrnia,  most  shoppers  receive  only  one 
color  of  trading  stamp,  light-blue  ones 
issued  by  Los  Angeles-based  Blue 
Chip  Stamp  Co.  To  be  sure,  a  green 
or  an  orange  stamp  crops  up  from 
time  to  time,  but  the  plain  fact  is 
that  Blue  Chip  holds  a  clear  monopoly 
of  the  trading-stamp  business  in  the 
nation's  biggest  and  fastest-growing 
retail  marketplace. 

How  has  a  regional  company  man- 
aged to  beat  out  such  powerful  na- 
tional competitors  as  giant  Sperry  & 
Hutchinson?  The  answer  is  almost  too 
simple  to  be  true:  It  has  built  a  bet- 
ter— and  cheaper — mousetrap.  First, 
Blue  Chip  stamps  once  cost  the  re- 
tailer only  1.4  cents  on  the  sales  dollar 
as  against  2  cents  to  4  cents  for  com- 
peting stamps,  a  saving  both  for  the 
retailer  and  the  customer.  Second, 
Blue  Chip  stamps  are  ubiquitous  in 
California:  nearly  everybody  carries 
them.  This  is  because,  unlike  its  com- 
petitors which  offer  territorial  exclu- 
sivity to  retailers,  Blue  Chip  sells 
stamps  to  any  and  all  comers,  even 
tiny  stores.  Shoppers  like  this  because  it 
saves  them  the  bother  of  having  to  col- 
lect several  different  kinds  of  stamps. 

Blue  Chip  can  do  this  because  it  has 
been,  in  part  at  least,  a  cooperative 
since  its  founding  in  1956.  It  is  owned 
by  ten  large  California  supermarket 
chains  and  one  drug  store,  the  biggest 
being  Safeway,  Von's,  Lucky  Stores, 
Purity  Stores  and  Thrifty  Drug,  each 
with  around  12%.  The  company  is 
not  supposed  to  make  a  profit  but 
rather  to  provide  its  service  at  cost. 
Nevertheless  it  has  piled  up  $23  mil- 
lion in  earned  surplus,  $3  million  of 
it  in  the  last  ten  months  of  1967  alone. 

Still  First.  What  makes  Blue  Chip's 
near  monopoly  all  the  more  striking 
is  that  it  has  just  survived  a  suit  brought 
by  the  Antitrust  Division  of  the  Justice 
Department.  The  Justice  Department 
haled  the  company  into  court  in  1963, 
when  it  was  estimated  Blue  Chip  held 
7  I  r  of  the  trading-stamp  business  in 
California.  Last  year  the  suit  was  set- 
tled via  a  consent  decree.  Under  the 
decree.  Blue  Chip  must  broaden  its 
ownership  to  include  some  20,000 
other  customers.  It  must  also,  some- 
time around  1971,  get  out  of  the  stamp 
business  lor  one  year  in  one-third  of 
its  California  market.  It  also  paid  a 
$6-million  out-of-court  damage  settle- 
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ment  to  Sperry  &  Hutchinson  which 
lost  major  customers  to  Blue  Chip. 
Yet,  despite  these  and  other  conces- 
sions, the  consent  decree  should  do 
little,  if  anything,  to  shake  Blue  Chip's 
stranglehold  on  the  trading-stamp  busi- 
ness in  the  nation's  most  populous 
state. 

"Yes,  it's  true,"  admitted  an  Anti- 
trust Division  lawyer  who  worked  on 
the  case  when  questioned  last  month 
by  Forbes.  "It's  still  a  monopoly." 

Quite  probably,  it  is  even  more  of 
a  monopoly  than  when  the  Justice 
Department  began  its  suit  five  years 
ago.  One  by  one,  competing  stamp 
operators  have  pulled  back  or  pulled 
out  of  California  in  recent  years,  es- 
pecially in  the  most  heavily  populated 
area,  Los  Angeles,  including  the  giant 
of  the  industry,  Sperry  &  Hutchinson 
(S&H  Green  Stamps). 

To  be  sure,  Blue  Chip  will  be  a  little 
different  kind  of  monopoly  under  the 
consent  decree.  Some  45%  of  its 
stock  must  now  be  sold  to  20,000 
other  small  retailers  who  also  use  its 
stamps,  while  the  shares  of  the  pres- 
ent defendant  owners  must  be  placed 
in  trust  for  ten  years.  Too,  the  re- 
quirement to  spin  off  one-third  of  its 
business  and  stay  out  of  that  area  for 
a  year  will  shrink  the  monopoly's  size, 


Retiring.  Donald  A.  Koep- 
pel, 48,  the  onetime  Illinois 
attorney  who  heads  Blue 
Chip,  apparently  figures  that 
the  less  the  public  hears  about 
his  company,  the  better  for 
all  concerned.  Koeppel  reso- 
lutely shuns  publicity,  and 
Forbes  had  to  get  this  photo 
from  a  Los  Angeles  news- 
paper. 


but  probably  only  temporarily.  First, 
Blue  Chip  is  required  to  re-enter  the 
closed  area  after  the  one-year  period. 
Further,  its  domination  in  the  other 
two-thirds  of  the  state  doubtless  will 
go  unchallenged. 

Popular.  Competing  trading-stamp 
companies  have  had  second  thoughts 
about  continuing  their  California  oper- 
ations. Says  Ralph  H.  Hill,  president 
of  Alfred  M.  Lewis  Co.,  which  sells 
Orange  Empire  trading  stamps:  "Our 
customers  went  to  Blue  Chip.  Their 
popularity  is  such  that  they  are  just 
a  monopoly.  We  even  tried  selling 
stamps  at  their  price.  It's  getting  to 
the  point  where  we  have  to  decide 
whether  to  continue  or  get  out." 

Sperry  &  Hutchinson,  with  revenues 
of  $328  million  in  1967,  has  indicated 
that  even  with  its  financial  muscle  it 
cannot  compete  with  Blue  Chip.  Two 
large  California  food  chains.  Alpha 
Beta  and  Arden-Mayfair,  switched 
from  S&H  to  Blue  Chip  stamps,  as 
did  several  smaller  customers.  S&H 
retaliated  by  threatening  legal  action 
and  won  the  $6-million,  out-of-court 
settlement.  Chairman  William  S.  Bei- 
necke  refuses  to  comment  on  these 
developments,  but  S&H  is  closing  sev- 
eral redemption  centers  in  California. 

S&H  may  face  a  similar  challenge 
in  other  states.  Blue  Chip  has  oper- 
ations in  Nevada,  around  Reno  and 
Las  Vegas.  It  is  not  impossible  that, 
with  its  broadened  ownership.  Blue 
Chip  might  move  farther  afield. 

Blue  Chip  President  Donald  A. 
Koeppel  refuses  to  talk  for  publica- 
tion about  these  matters.  He  is  nerv- 
ous lest  his  plans  for  reorganizing  the 
company  come  under  more  fire.  If  the 
Antitrust  Division  does  decide  it  wants 
another  crack  at  Blue  Chip,  it  faces  an 
uphill  fight.  The  State  of  California 
has  entered  the  case  as  a  friend  of  the 
court.  The  state  declared  that  if  Blue 
Chip  was  changed  to  a  franchised 
operation,  similar  to  that  of  S&H.  or 
if  the  company  was  permanently  di- 
vided, the  small  independent  retailers 
would  be  at  a  disadvantage.  Reason: 
They  cannot  afford,  nor  in  many 
cases  can  they  get,  the  popular  stamps 
offered   by   the  big  chains. 

Meantime.  California  shoppers,  un- 
like their  counterparts  in  other  areas, 
do  not  have  to  suffer  the  confusing 
and  often  useless  accumulation  of 
many  different  kinds  of  trading  stamps. 
And  despite  the  Justice  Department's 
best  efforts,  Blue  Chip  still  runs  one 
of  the  neatest  monopolies  around.   ■ 
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Coming  Up  Lilly's 


By  sowing  plenty  of  research  money,  Eli  Lilly  is  reaping  rich  profits 
these  days— and  building  a  hedge  against  government  regulation. 


Ever  since  the  Government  began 
questioning  the  drug  industry's  pricing 
policies  a  few  years  ago.  most  major 
drug  companies  have  at  least  talked 
about  hedging  their  bets  by  diversify- 
ing. And  not  only  talked.  Even  a  phai- 
maceutical  front-runner  such  as  Merck 
saw  fit  to  acquire  Calgon  (water  puri- 
fication) in  January.  And  in  April, 
Pfizer,  which  had  long  since  diversi- 
fied broadly  into  cosmetics,  toiletries 
and  chemicals,  made  a  bid  for  Quigley, 
a  producer  of  specialty  refractories. 

One  drugmaker  that  does  not  aim 
to  diversify,  however,  is  Indianapolis' 
Eli  Lilly  &  Co.,  the  industry's  third- 
largest  company.  As  Lilly's  president, 
59-year-old  Eugene  N.  Beesley,  sees 
it,  Lilly  is  less  a  drug  company  than 
it  is  a  research  organization.  Which 
is  why  Lilly's  research  outlays  are 
lavish  even  for  the  drug  industry — 
10%  of  sales  last  year,  or  a  total  of 
$41  million.  "Lilly  is  not  going  to 
diversify  because  of  the  Government," 
Beesley  says  firmly.  "Lilly  will  go 
where  our  research  leads  us." 

Bountiful  Harvest.  Certainly  in  re- 
cent years  research  has  led  Lilly  in 
an  extremely  profitable  direction. 
Keflin,  the  broad-spectrum  antibiotic 
that  Lilly  introduced  in  1964,  has 
strengthened  Lilly's  formerly  so-so 
position  in  the  hospital  market.  Its 
Darvon  painkillers,  brought  out  in 
1957,  accounted  for  roughly  557  mil- 
lion of  Lilly's  S408  million  in  sales 
las:  year.  Indeed,  in  recent  years, 
Lilly's  research  efforts  have  en- 
abled it  to  show  earnings  growth  sec- 
ond only  to  that  of  front-running 
Merck.  Since  the  early  Sixties  Lilly's 
earnings  have  grown  at  a  compounded 
annual  rate  of  16.4%,  nearly  twice  the 
8.8%  industry  median,  though  still 
well  below  Merck's  21.2%. 

Things  haven't  always  been  this 
good  at  Lilly,  however.  In  the  late 
Fifties  and  early  Sixties  Lilly's  earn- 
ings were  growing  at  an  average  of 
little  better  than  3%  a  year.  Not  be- 
cause its  research  effort  had  flagged, 
Beesley  explains,  but  because  it  had 
been  disrupted.  During  the  early 
Fifties  Lilly  concentrated  its  efforts  on 
developing  the  new  polio  vaccine.  "We 
put  everyone  to  work  on  this,"  Beesley 
says,  "and  our  regular  research  pro- 
gram suffered.  It  took  two  or  three 
years  to  regroup." 

But  these  problems  are  now  well 
behind,  and  today  Lilly  shapes  up  as 
one  of  the  best-balanced  companies  in 
the  industry.  The  only  product  that 
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accounts  for  more  than  8%  of  sales  is 
Darvon  with  14%.  Better  still,  the  only 
important  Lilly  patent  due  to  expire  in 
the  near  future  is  on  Penicillin  V,  and 
Beesley  has  already  anticipated  the 
prospective  competition  in  that  prod- 
uct by  cutting  his  price — presumably 
to  competitive  levels. 

Lilly's  most  serious  problem  at  the 
moment  is  its  own  success.  With  one 
of  the  highest  profit  margins  in  the 
business  (27%)  and  a  heavy  emphasis 
on  brand-name  drugs,  Lilly  is  par- 
ticularly exposed  to  any  government 
action  against  pricing  practices.  But 
Beesley  professes  no  great  worry. 
"People  don't  appreciate  what  is  in- 
volved," he  says,  "particularly  the 
risks  in  research.  There  is  nothing  I 
would  like  more  than  to  have  a  few 
Congressmen  out  here  to  see  what 
we  do." 

Beesley,  of  course,  can  afford  to  be 
offhand.  Despite  his  aversion  to  diver- 
sification, Beesley's  dedication  to  re- 
search has  already  yielded  diversifica- 
tion of  a  sort.  In  addition  to  drugs, 
Lilly's  research  has  turned  up  a  wide 
range  of  animal-health  products  and 
agricultural  chemicals,  the  biggest  of 
which,  Treflan,  a  weed-control  chem- 
ical, is  now  used  on  60%  of  the  coun- 
try's treated  cotton  acreage. 

So,  with  31%  of  sales  in  agricul- 
tural and  animal  products,  Lilly  is  less 
exposed  than  most  of  its  competitors. 
But  as  Beesley  emphasizes,  this  was 
diversification  by  indirection:  "We 
moved  into  this  business  because  we 
saw  we  weren't  optimizing  our  re- 
search ability  by  just  sticking  to  human 
medicine.."  In  short,  by  keeping  its 
nose  in  research,  Lilly  expects  to  win 
all  the  diversification — and  all  the 
protection — it  is  likely  to  need.   ■ 

Beesley  of  Eli  Lilly 


Reynolds  is 

realism 
in  research 


We  don't  measure  Research  by 
the  number  of  specialists  we  have. 
Or  their  umpteen  years  in  the 
business. 

Or  the  thousands  of  miles  they 
travel  to  collar  "X"  number  of  cor- 
porate presidents. 

Or  the  millions  of  words  they 
may  turn  out  in  printed  reports, 
either. 

As  far  as  we're  concerned,  the 
only  meaningful  measure  of  our 
Research  Department  efforts  is  the 
plus-or-minus  contribution  they 
make  to  the  investment  success  of 
our  customers! 

Nobody  in  our  business  could 
possibly  document  that  kind  of 
performance  on  an  over-all  or 
average,  dollar-and-cents  basis 
per  customer,  of  course. 
So  we  won't  even  try. 
But  we  do  have  three  sugges- 
tions : 

Ask  any  Reynolds  customer 
what  he  thinks  of  Reynolds  Re- 
search. 

Ask  to  receive  the  next  three  or 
four  copies  of  our  "Weekly 
Report." 

Or  come  in  and  ask  any 
Reynolds  Account  Executive 
how  current  ideas  from  our  Re- 
search Department  might  im- 
prove your  portfolio. 
Then,  judge  for  yourself  what  we 
mean  when  we  talk  about  "Real- 
ism in  Research." 


Reyfiolds  &  Co. 
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At  the  Crossroads 

Is  Comsat  to  be  merely  a  carrier's  carrier?  Or  a  major  communi- 
cations company?  Congress  cannot  much  longer  evade  the  issue. 


On  the  surface,  all  looks  well.  Com- 
munications Satellite  Corp.,  approach- 
ing its  sixth  birthday,  is  in  the  middle 
of  its  first  full  year  of  operational 
profit  and  is  moving  into  a  new  head- 
quarters building  in  Washington.  In 
fact,  however,  Comsat  wonders  anx- 
iously just  what  its  future  will  be.  The 
problem  is  not  a  lack  of  technology. 
There  is  almost  a  surfeit  of  that.  But 
economics  and  the  severe  conflicts  of 
interest  that  were  woven  into  Comsat 
at  its  beginning  are  starting  to  tell. 

Congress  set  up  Comsat  in  1962  to 
represent  the  U.S.  in  global  satellite 
communications.  Congress  worked  out 
a  Solomon-like  compromise  that  gave 
half  of  the  new  baby  to  public  stock- 
holders and  the  other  half  to  U.S. 
commercial  communications  com- 
panies. The  Government  itself  sat  in 
as  a  most  interested — in  fact,  a  govern- 
ing— party.  Comsat  was  the  U.S. 
Government's  vehicle  for  saying  to 
the  underdeveloped  world:  "Look, 
we  have  the  technology,  but  we  want 
to  share  the  wealth  with  you."  It  was 
in  good  part  a  scheme  for  advancing 
the  level  of  communications  in  less- 
developed  countries.  A  noble  idea. 

The  new  company,  custodian  of  a 
new  technology,  saw  that  the  most 
highly  developed  market  for  commu- 
nications was  right  in  the  U.S.  Comsat 
thus  requested  (August  1966)  that  its 
satellite  technology  be  used  in  domes- 
tic U.S.  communications.  After  dis- 
cussions with  broadcasters,  Comsat 
proposed  a  system  of  satellite  and 
earth  stations  serving  all  forms  of  tele- 
communications in  the  U.S.  Comsat 
argued  that  its  satellites  could  do  the 
job  at  lower  cost  than  conventional 
technologies,  meaning,  of  course,  the 
land-based  operations  of  Comsat's 
largest  single  shareholder,  American 
Telephone  &  Telegraph  Co.  AT&T, 
which  saw  Comsat  as  a  "carrier's  car- 
rier," opposed  this  invasion  of  its  do- 
main. In  AT&T's  view,  Comsat  should 
have  operated  only  the  satellites,  leav- 
ing the  ground  facilities  to  private 
carriers.  It  objected  that  it  should  not 
be  subject  to  competition  from  a  gov- 
ernment-sponsored company. 

Awaiting  the  Pilot.  Comsat,  in 
March  1967,  asked  the  Federal  Com- 
munications Commission  for  authority 
to  prove  out  its  claims  for  satellites  in 
a  pilot  project.  Two  satellites  and  30 
earth  stations  would  provide  televi- 
sion, telephone  and  other  communica- 
tions in  the  project,  which  would 
operate  over  the  Mountain  and  Pacific 


time  zones  of  the  U.S.  In  August  1967 
President  Johnson  appointed  a  task' 
force  to  study  all  U.S.  telecommunica- 
tions and  to  make  recommendations 
for  -their  use  by  the  end  of  August 
1968.  So  Comsat's  pilot  project  awaits 
a  go-ahead  from  the  FCC,  which 
"awaits  a  go-ahead  from  the  task  force. 

What  that  task  force  will  recom- 
mend remains  conjecture.  But  it  is 
likely  to  approve  Comsat's  going  ahead 
with  the  pilot  project.  Thus  Comsat 
will  take  another  step  toward  becom- 
ing a  competitor  of  some  of  its  stock- 
holders. Is  this  what  Congress  in- 
tended? No  one  really  knows.  The 
whole  situation  cries  out  for  Congress 
to  restudy  and  amend  the  Communica- 
tions Satellite  Act  of  1962  under  which 
Comsat  was  born. 

Going  Public.  In  any  case,  events 
are  forcing  such  an  amendment.  For 
Comsat  is  becoming  more  and  more  a 
public  corporation  rather  than  a  gov- 
ernment-sponsored corporation.  Last 
month  one  of  its  carrier-owners,  Inter- 
national Telephone  &  Telegraph  Corp., 
sold  316,250  Comsat  shares,  the  sec- 
ond large  Comsat  block  ITT  has  sold 
in  two  years.  ITT  intends  to  get  out  of 
Comsat  altogether  by  selling  its  re- 
maining 500,000  shares  in  the  fu- 
ture. As  it  is,  public  shareholders 
now  have  58%  of  Comsat,  the  carriers 
only  42%.  With  its  latest  sale,  ITT 
also  gave  up  a  directorship  on  the 
Comsat  board,  so  the  make-up  of  that 
board  is  now  six  public,  five  carrier 
and  three  Presidential-appointed  direc- 
tors. Comsat  must  get  an  amendment 
to  the  1962  act  before  filling  the 
vacancy  with  a  public  director,  which 
will  make  the  ratio  seven  public  to 
five  carrier. 

AT&T  is  holding  onto  its  2.9  mil- 
lion shares,  says  AT&T  vice  president 
and  Comsat  director  Harold  M.  Bot- 
kin.  For  his  part,  Comsat  Chairman 
James  McCormack  seems  to  be  woo- 
ing an  ally  out  of  an  adversary  when 
he  says:  "As  a  practical  matter,  there 
is  no  way  to  get  a  domestic  system  go- 
ing without  the  willing  cooperation  of 
AT&T."  For  Comsat  needs  AT&T  for 
other,  more  subtle  reasons  as  well. 

Comsat  now  thinks  it  sees  the  handle 
for  entry  into  the  domestic  market  by 
way  of  television.  AT&T,  says  Comsat 
Vice  President  and  Treasurer  A.  Bruce 
Matthews,  charges  the  TV  networks 
$65  million  annually  for  transmission, 
and  is  petitioning  the  FCC  for  author- 
ity to  increase  this  charge  to  $91  mil- 
lion. "If  AT&T  were  to  charge  what  it 
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These  securities  having  been  offered  and  sold  outside  the  United  States,  this  advertisement  appears  as  a  matter  of  record  only. 
NEW  ISSUE 

$20,000,000 
Leasco  World  Trade  Company  Ltd. 

5%  Guaranteed  Convertible  Debentures  Due  1988 

Convertible  from  January  15, 1969  into  Common  Stock  of  and  Guaranteed  by 

Leasco  Data  Processing  Equipment  Corporation 
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White,  Weld  &  Co. 

Limited 
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(Frankfurt) 


June  28, 1968 


FORBES,  JULY  15,  1968 


49 


You  are  invited  to  See, 
Examine  and  Study  Your  own 
PERSONAL  HOROSCOPE 
for  5-DAYS 


FREE! 

CHARTED  FOR  YOU  BY  A 
FAMOUS  ASTROLOGER  USING 
THE  FAMOUS  IBM  COMPUTER 

At  last  modern  technology  has  found  a  way  to 
give  you  a  comprehensive,  personal  horoscope, 
at  low  cost!  By  using  the  IBM/360  computer  to 
complete  many  thousands  of  astrological  compu- 
tations, Miss  Katina  Theodossiou  can  give  you 
an  in-depth  horoscope  that  formerly  would  have 
taken  her  up  to  a  week  to  prepare,  and  would 
have  cost  up  to  $300  or  more.  This  detailed  Time 
Pattern  analysis  holds  startling  information 
about  your  personal  and  material  potentials, 
your  character,  your  health,  your  romantic  re- 
lationships —  as  well  as  revealing  information 
about  the  days,  weeks,  and  months  ahead. 

World  famous  Astrologer,  Miss  Katina  Theodossiou 
has  translated  30  years  of  experience  and  research 
into  a  computer  program.  There  are  over  18  million 
pieces  of  information  stored  in  the  computer's  mem- 
ory bank.  She  feeds  your  year,  month,  date,  time  and 
place  of  birth  into  the  IBM/360  computer  and  gets  a 
detailed,  personal  report  in  a  fraction  of  the  time  it 
took  to  prepare  one  by  hand  ...  and  without  danger 
of  computational  error. 

Most  other  horoscopes  are  written  in  generalities  and 
apply  to  anyone  born  under  a  certain  sign.  Your  per- 
sonal Time  Pattern  Horoscope  will  be  about  you  alone 
because  it's  cast  from  your  individual  time  and  place 
of  birth.  No  two  horoscopes  cast  by  this  scientific 
method  arealike. 


Miss  Katina  Theodossiou  is  one  of  the  world's 
most  highly  acclaimed  astrologers.  She  has  a 
distinguished  private  clientele  and  is  retained  as 
astrologer-consultant  to  some  48  companies  in 
Europe  and  the  U.S. 


This  comprehensive  15  to  20-page,  8  to  10-thousand 
word  Time  Pattern  Report  will  be  as  uniquely  you 
as  your  fingerprint!  You'll  discover  how  you  may 
get  the  most  out  of  your  homelife,  career,  romance. 

5-DAYS   FREE    EXAMINATION! 

Send  for  your  Time  Pattern  Report  Today!  See  for 
yourself  how  accurate  this  amazing  astrological 
report  is.  Discover  the  startling  information  it  holds 
about  your  days,  weeks  and  months  ahead.  Just 
fill  in  the  coupon  below,  detach  and  mail  with  your 
remittance.  Remember,  if  you  are  not  completely 
satisfied,  you  may  return  your  report  within  5  days 
for  a  prompt  refund,  no  questions  asked. 

SAVE  $5  ON  TWO  HOROSCOPES!  If  you  order  more 
than  one  Time  Pattern  Report  you  pay  $20  for  the 
first  report  and  only  $15  for  each  additional  report. 


Time  Pattern  Research  Institute,  Inc. 

507  Rockaway  Ave. .  Valley  Stream,  N.Y.  1 1582 


TIME  PATTERN  RESEARCH  INSTITUTE,  INC. 
507  Rockaway  Avenue  Valley  Stream,  N.Y.  11582 


Please  prepare  my  personal  TIME  PATTERN  REPORT.  I  am  enclosing  $20.  I  understand  that  if  the 
report  is  not  entirely  satisfactory  it  may  be  returned  within  5  days  for  an  immediate  refund  . 
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is  entitled  to  under  its  rate  of  return,  it 
would  have  to  charge  over  $120  mil- 
lion," says  Matthews.  "We  could  do 
the  job  by  satellite  for  $40  million." 

Comsat's  management  has  even 
bigger  estimations.  Chairman  McCor- 
mack  argues  that  it  would  be  senseless 
to  ignore  the  economies  of  scale  af- 
forded and  that  Comsat's  domestic 
satellites  should  get  a  piece  of  general 
communications  (voice  and  data)  as 
well.  McCormack  here  is  offering  not 
only  to  compete  with  AT&T  but  with 
the  television  networks  as  well:  The 
technology  already  exists  to  beam  TV 
signals  directly  from  satellites  to  home 
receivers — bypassing  AT&T's  ground 
stations  and  long  lines  altogether. 
(Significantly,  the  earliest  proponents 
of  direct  satellite  broadcasting  were 
American  Broadcasting  Cos.  and 
Hughes  Aircraft,  which  builds  satel- 
lites. Now  Hughes  is  making  a  tender 
offer  to  buy  control  of  ABC.)  "If  you 
were  to  separate  out  TV,  the  chances 
for  having  an  economic  base  for  mak- 
ing satellite  technology  available  to 
general  communications  would  be  less- 
ened," says  McCormack.  "You  need 
broadcasting  to  justify  the  satellite  eco- 
nomically." 

Laser  Pipe  Dream.  The  simple  fact 
is  that  technology  is  threatening  to 
obsolete  most  of  today's  communica- 
tions setups.  In  AT&T's  own  bag  of 
tricks  is  the  laser  pipeline,  which  will 
make  museum  pieces  of  present  tele- 
phone cables.  Says  one  communica- 
tions expert:  "A  laser  pipe  right  now 
could  carry  all  the  communications 
between  New  York  and  Philadelphia. 
But  it  could  carry  so  much  more  be- 
sides that  it  would  be  uneconomical  to 
put  it  in  for  only  today's  traffic  de- 
mands." If  satellites  beam  directly  to 
homes,  what  might  happen  to  present 
billions  of  dollars'  worth  of  ground 
facilities?  If  TV  networks  had  satel- 
lites, and  AT&T  its  lasers,  what  need 
would  there  be  for  Comsat  in  the 
domestic  picture  at  all?  Such  are  the 
problems  that  nobody  really  expects 
the   Presidential   task   force   to  solve. 

But  meanwhile  Comsat  exists,  has 
shareholders  and  is  a  product  of  Con- 
gress. Right  now  it  has  some  $150 
million  in  cash  out  of  its  original  $200- 
million  capitalization,  and  the  cash  is 
burning  a  hole  in  Comsat's  pocket.  It 
needs  more  business  in  order  to  invest 
this,  and  it  depends  on  setting  up  a 
domestic  system  to  invest  it  by  1972. 
But  the  real  decision  on  its  future  as  a 
viable  company  rests  with  Congress, 
which  put  off  making  a  hard  decision 
once  before.  Soon,  for  the  sake  of 
Comsat's  stockholders  and  for  the  sake 
of  the  whole  communications  industry, 
Congress  will  have  to  get  off  the  fence 
and  either  restrict  Comsat's  role  or 
permit  it  to  expand.   ■ 


It's  not  all  coffee  and  doughnuts. 


It's  Red  Cross  help  with  an  emergency  leave. 
It's  being  there  to  lend  a  hand.  It's  a  cable  to 
Vietnam  telling  a  new  father  the  happy  news. 
It's  anything  and  everything  your  Red  Cross 
can  do  for  a  serviceman.  Wherever  he  is.  Last 


year,  every  month  nearly  100,000  military  men 
were  aided  by  the  Red  Cross.  This  year,  even 
more  will  need  help.  The  Red  Cross  can  do  this 
only  with  your  financial  support.  Your  volunteer 
service.  Help  us  help.  The  American  Red  Cross. 
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is  Behind  the  Figures 


A.   Morgan   Maree  III 
Financial  Nursemaid 

Ordinary  mortals  view  the  fame 
and  wealth  and  high  living  of 
Hollywood's  famous  folk  and  ask, 
"What  more  could  they  want?" 

Security,  replies  40-year-old  A. 
Morgan  Maree  III.  "The  movie 
business  is  the  most  heartbreaking 
and  least  secure  in  the  wotld.  The 
money,  the  fame,  the  big  houses 
can  vanish  overnight,  and  these 
people  live  in  mortal  fear  of  it." 

Andy  Maree  is  in  the  business  of 
selling  security  to  people  who  have 
everything  else.  As  president  of  A. 
Morgan  Maree  Jr.  &  Associates, 
he  supplies  security  to  Rock  Hud- 
son, Deborah  Kerr,  Robert  Taylor, 
Lauren  Bacall,  Ava  Gardner,  Bar- 
bara Stanwyck  and  Fess  Parker,  to 
mention  a  few.  His  firm,  founded 
by  his  father  in  1932,  is  the  biggest 
business-management  firm  in  Hol- 
lywood. Its  150  or  so  customers 
can  gross  between  $10  million  and 
$20  million  a  year.  The  firm  also 
manages  close  to  $50  million  in 
investments  for  its  show-biz  clients. 
It  advises  them  on  their  insur- 
ance, pays  their  bills,  figures  their 
taxes,  helps  negotiate  their  con- 
tracts, and  so  on.  Maree  charges 
them  5%  on  their  gross  plus  addi- 
tional fees  for  portfolio  manage- 
ment and  other  services.  That 
would  put  the  firm's  own  gross 
somewhere  in  the  neighborhood  of 
$2  million  to  $3  million  a  year, 
on  which  it  could  net  perhaps 
$500,000  a  year  before  taxes. 

"My  business  is  to  make  it  so  my 

Maree  of  A.  Morgan   Maree 


clients  don't  have  to  work,"  says 
Maree.  Aided  by  a  30-man  staff  of 
accountants,  tax  men  and  invest- 
ment and  insurance  experts,  Maree 
has  even  sired  some  public  corpora- 
tions. One  is  Hanna-Barbera  Pro- 
ductions; another  is  Four  Star  In- 
ternational, a  TV  producer  and  dis- 
tributor Maree  helped  the  late  Dick 
Powell  start  in  the  early  Fifties. 

Maree  has  helped  almost  all  his 
clients  make  money  on  their  in- 
vestments, but  the  problems  that 
he  handles  are  as  specialized  as 
the  business  itself.  For  an  actress 
working  abroad,  Maree  got  a  $90,- 
000  income-tax  refund.  Another 
client,  a  well-known  director,  had 
fallen  $1  million  behind  on  his  in- 
come tax.  "We  staved  off  the  Gov- 
ernment until  he  had  time  to  pull 
himself  together,"  says  Maree. 

Television,  once  feared  in  Holly- 
wood, has  long  been  a  bonanza  for 
Maree.  "A  lot  of  people  have  been 
eaten  up  by  the  tube,"  he  says. 
"Suddenly  they're  famous  and  right 
away  they  want  a  Rolls  Royce. 
'Buy  on  credit  and  pay  tomorrow,' 
they  say.  But  when  tomorrow 
comes,  many  are  no  longer  stars." 

Where  the  ordinary  accountant 
might  frighten  show-business 
clients,  Maree  himself  is  almost  one 
of  them.  He  was  steeped  in  his 
father's  business  as  a  child,  and 
worked  part-time  as  a  nightclub 
comedian  while  in  college.  Clients 
find  his  flowing  sideburns  and  Hol- 
lywood jargon  reassuring.  They  are 
further  reassured  by  his  University 
of  Chicago  MBA  and  his  extensive 
knowledge  of  tax  law  and  depletion 
allowances. 

Are  temperamental  show-business 
people  prickly  clients?  Not  at  all, 
Maree  says.  "Lawyers  and  doctors 
are  always  trying  to  second-guess 
you,"  he  says.  "The  beauty  of  my 
clients  is  that  they  know  nothing 
about  money."  ■ 


James  L.  Goddard 
Beat  'Em,  Then  Join  'Em 

"He  rubbed  our  nerves  raw,  may- 
be we'll  get  some  rest  now,"  says 
a  vice  president  of  a  midwestern 
drug  company.  The  "he"  in  ques- 
tion is  James  L.  Goddard  M.D., 
who  resigned  July  1  after  two  and 
one-half  years  as  commissioner  of 
the  Food  and  Drug  Administration 


Goddard  of  EDP  Technology 

to  run  the  health  sciences  division 
of  a  relatively  new  company,  EDP 
Technology,  Inc.,  which  does  medi- 
cal and  industrial  systems  analysis. 

But  Goddard  left  the  drug  in- 
dustry a  durable  legacy.  He  set  up 
a  special  study  run  by  the  National 
Academy  of  Sciences-National  Re- 
search Council  to  review  the  3,600 
drugs  marketed  from  1938  to  1962 
for  efficacy  and  truth  of  claims. 

In  1938  the  FDA  was  charged 
with  testing  drugs  for  safety,  but 
only  for  safety.  Companies  could 
still  sell  high-priced  placebos — 
substances  of  little  or  no  curing 
value — if  they  were  safe.  Then  in 
1962  Congress  asked  the  FDA  also 
to  check  claims  of  efficacy.  With 
much  of  the  review  almost  com- 
pleted, Goddard  estimates  some 
10%  of  the  drugs,  both  proprietory 
and  prescription,  will  have  to  be 
withdrawn  or  their  claims  modified. 

Some  companies  claim  that  this 
review  will  cost  them  millions  in 
future  business  and  profits.  But 
more  important,  they  fear  it  may 
be  the  first  step  toward  a  national 
drug  compendium  or  formulary  list 
that  could  encourage  the  sale  of 
drugs  by  generic  names  instead  of 
usually  more  expensive  brand 
names. 

Goddard  feels  strongly  that  the 
industry  should  accept  such  re- 
quirements— for  its  own  good.  "The 
drug  industry  has  been  dragging 
its  feet  on  this  whole  business  of 
price,"  says  Goddard.  "I  think  most 
of  their  prices  are  OK,  but  the  pub- 
lic feels  drug  prices  are  too  high." 
Unless  the  industry  changes  that 
impression,  "Congress  might  go 
after  it  the  way  the  auto  industry 
was  raked  over  on  safety." 

Goddard  also  believes  the  drug 
companies   should   diversify   away 
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from  their  "somewhat  over-risky" 
overdependence  on  pharmaceuti- 
cals. He  thinks  they  should  look 
closely  at  other  products  and  ser- 
vices for  the  booming  health  busi- 
ness (Forbes.  Mar.  15).  While 
drug  sales  are  expected  to  grow  at 
a  relatively  modest  10%.  the  whole 
medical-care  business  should  nearly 
double  in  the  next  six  nr  seven 
years,  approaching  SI 00  billion  a 
year.  "When  you  figure  data  proc- 
essing is  expected  to  account  for 
nearly  10%  of  that."  Goddard  says, 
"you  can  understand  why  I'm  mov- 
ing into  the  systems  engineering  side 
of  medicine." 

Goddard,  a  square-jawed  man 
with  a  graying  crew  cut,  says  the 
engineering  systems  approach  to 
medicine  is  nothing  new  for  him. 
He  studied  engineering  at  Mount 
Union  College.  Ohio,  before  switch- 
ing over  to  George  Washington 
University  Medical  School.  At  the 
FDA,  he  set  up  the  data-bank  sys- 
tem used  to  check  all  chemicals 
used  in  drugs,  pesticides  and  foods. 
And  before  that,  as  chief  of  the 
Public  Health  Service's  communi- 
cable disease  center  in  Atlanta,  he 
set  up  a  similar  data  bank  on  a 
wide  range  of  diseases.  ■ 


Edward  R.  Rowley 
Getting  the  Lead  Out 

Calm,  self-contained  Edward  R. 
Rowley,  who  moved  up  as  chair- 
man of  New  York's  National  Lead 
Co.  this  past  spring,  faces  an  up- 
hill fight.  He  takes  over  as  chief 
executive  of  the  big,  diversified 
metal-products  company  at  a  time 
when  the  disenchantment  with  NL's 
prospects  as  a  growth  company  is 

Rowley  of  National  Lead 


virtually  complete.  Over  the  past 
decade  NL's  sales  have  risen  65% 
to  $753  million,  but  its  earnings 
have  gone  virtually  nowhere.  Its 
once-lofty  price/ earnings  ratio 
shriveled  from  32  in  1958  to  a 
low  of  13  last  year. 

An  engineer  who  went  to  work 
for  the  company  in  1933,  Ed  Row- 
ley at  59  is  no  stranger  to  National 
Lead's  problems.  As  Rowley  sees 
it,  his  strong-willed  predecessor, 
Joseph  A.  Martino,  built  well.  In 
the  process  of  expanding,  however, 
NL  outgrew  its  organization. 

"When  you've  had  a  threefold 
increase  in  sales,"  Rowley  says, 
"there's  a  limit  to  how  much  you 
can  do  with  the  same  type  of  or- 
ganization." For  one  thing,  National 
Lead  was  highly  decentralized;  its 
old  line  divisions  (Dutch  Boy  paint 
and  pigments)  were  hobbled  by  a 
complicated  management  structure 
that  made  pinpointing  management 
responsibility  almost  impossible. 
For  another,  the  company  lacked 
a  clear  plan  for  growth.  And  it  was 
dominated  by  an  inside  board. 

Under  Rowley  all  this  is  chang- 
ing. He  has  already  begun  putting 
the  old  line  businesses  on  a  profit- 
center  basis.  He  has  appointed  the 
company's  first  vice  presidents  in 
charge  of  finance  and  of  corporate 
development,  and  even  installed 
two  outside  board  members.  "We've 
started  by  really  taking  ourselves 
apart  and  studying  our  own  organi- 
zation," Rowley  says.  "We  feel  we 
have  some  substantial  strengths. 
It's  our  job  to  deploy  them." 

At  the  moment,  Rowley  has  yet 
to  set  any  policy  on  acquisitions, 
or  to  give  the  go-ahead  on  such 
prospective  new  ventures  as  a  zinc 
mine  in  Thailand.  When  he  is  ready 
to  move,  however,  National  Lead 
has  the  financial  resources  to  do 
plenty — $400  million  in  equity  cap- 
ital, $57  million  in  cash  vs.  a  mere 
$52  million  in  debt.  If  Rowley  has 
his  way,  NL  might  even  start  look- 
ing like  a  growth  company  again.  ■ 


Newton  Glekel 
Testing  a  Theory 

Brooklyn-born  Newton  Glekel, 
53,  who  took  over  New  York's 
ailing  A.S.  Beck  Shoe  Corp.  last 
month,  is  something  of  a  corporate 
jack-of-all-trades.  He  started  out  as 
a  lawyer,  later  became  a  book  pub- 
lisher, a  real-estate  speculator,  and 
the  head  of  an  insulation  company. 
Finally,  in  1955,  when  he  was 
40,    Glekel   took   over   a   troubled 
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Glekel  of  A.S.  Beck 

Indiana  auto-body  maker  and  in 
less  than  a  decade  transformed  it 
into  Divco-Wayne  Industries,  which 
last  year  earned  $3.6  million  on 
$108  million  in  sales. 

By  then,  however,  Glekel  was 
getting  restless  again.  He  sold  out 
to  Boise  Cascade,  getting  $22  mil- 
lion in  Boise  common  for  his  in- 
terest. Then  he  invested  in  an 
afternoon  tabloid,  the  New  York 
Daily  Column,  and  spent  $3  million 
to  buy  control  of  A.S.  Beck. 

As  Glekel  admits,  Beck  is  a  sick 
company.  Specializing  in  women's 
shoes  and  handbags,  Beck  last  year 
earned  only  $1.2  million  on  $56 
million  in  sales  for  a  2.2%  margin, 
about  two-thirds  the  industry  aver- 
age. Fast-moving  Glekel  has  ac- 
quired three  other  shoe  companies 
and  transformed  Beck  into  a  hold- 
ing company,  Beck  Industries,  Inc., 
whose  president  is  Boise's  former 
secretary,  36-year-old  Charles  F. 
McDevitt. 

Glekel  has  no  more  qualms  about 
shifting  from  automotive  products 
into  shoes  than  he  had  about  ventur- 
ing into  newspapers.  "Whether 
you're  making  school  buses  or 
women's  shoes,"  he  says,  "the  man- 
ufacturing and  financing  techniques 
are  identical."  Maybe  so.  But  the 
shoe  business  is  a  fashion  business, 
and  merchandising  women's  shoes 
is  a  bit  different  from  selling  buses. 

Glekel  brushes  such  objections 
aside.  "In  shoes  the  styling  trends 
are  faster,"  he  says,  "but  the  prob- 
lems of  marketing  and  getting  your 
share  of  day-to-day  sales  are  ex- 
actly the  same."  That's  a  little  like 
saying  the  problems  of  navigating  a 
motor  boat  and  sailboat  are  ex- 
actly the  same.  True  or  not,  Glekel 
is  willing  to  risk  his  own  money  to 
test  his  theories.  ■ 
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Faces  Behind  the  Figures^ 

Hem    I.   Koolsbergen 
Playing  God 

Seven  years  after  smooth-talking 
Hein  I.  Koolsbergen  took  over  The 
Oil  Shale  Corp.,  Oil  Shale's  return 
on  equity  is  still  zero.  Many  doubt- 
ers still  question  whether  extracting 
oil  from  Colorado's  extensive  oil- 
shale  deposits  will  become  commer- 
cially feasible  in  the  near  future, 
and  even  if  it  does,  whether  under- 
ground nuclear  explosions  do  not 
offer  a  more  promising  approach 
than  removing  the  oil  by  a  costly 
heat  approach. 

Koolsbergen  likes  such  a  chal- 
lenge. After  studying  engineering 
in  his  native  Holland,  he  joined 
Royal  Dutch  Shell  and  spent  three 
years  in  Venezuela  and  the  Carib- 
bean. "I  decided  that  if  I  stayed 
with  Shell,  I'd  have  a  very  com- 
fortable life  but  not  a  very  inter- 
esting one,"  he  says.  Therefore  in 
1950,  at  age  27,  he  emigrated 
to  the  U.S.,  where  he  taught 
languages  at  the  Berlitz  School  be- 
fore joining  Cities  Service.  There- 
after he  worked  for  Southern  Nat- 
ural Gas  and  Newmont  Mining 
before  becoming  president  of  Oil 
Shale  in  1961.  "I  figured  Oil  Shale 
had  a  fifty-fifty  chance  to  succeed." 

Within  four  years  the  company 
and  its  partners,  Standard  Oil  of 
Ohio  (40%  ownership)  and  Cleve- 
land Cliffs  (30%),  had  $3  million 
invested  in   a  pilot  plant  at  Para- 

Koolsbergen  of  Oil  Shale  Corp. 


chute  Creek,  Colo.,  for  extracting 
oil  from  hundreds  of  tons  of  shale 
per  day.  Sohio  ran  the  plant. 

"In  1966  we  had  a  setback  that 
resulted  principally  from  the  in- 
compatibility of  the  partnership, 
but  I'd  like  to  exclude  Cleveland 
Cliffs  from  the  incompatibility," 
says  Koolsbergen  with  a  back- 
handed slap  at  Sohio.  "The  1,000- 
ton-a-day  plant  was  in  hopeless 
managerial  and  technological  trou- 
ble. It  had  been  sitting  around  a 
year  and  had  run  20  days." 

Under  Koolsbergen,  Oil  Shale 
took  over  the  plant  and  moved  its 
top  managerial  and  technical  talent 
out  of  New  York  and  Denver  into 
the  field.  Within  a  year  the  compa- 
ny's staff  of  20,  working  with  some 
200  contracted  consultants  and 
laborers,  had  the  plant  running 
smoothly.  The  commercial  feasibil- 
ity of  the  Oil  Shale  process  is  no 
longer  in  question,  Koolsbergen 
feels,  and  Oil  Shale  is  now  ready  to 
proceed  with  a  $140-million  com- 
mercial scale  plant.  But  before  the 
plant  can  be  built,  Koolsbergen 
says,  Oil  Shale  will  have  to  settle 
its  differences  with  Sohio.  Cleve- 
land Cliffs  and  Oil  Shale  both  want 
to  bring  in  a  fourth  partner,  ru- 
mored to  be  Atlantic  Richfield,  but 
so  far  Sohio  has  balked. 

"Our  object  is  to  make  money 
for  stockholders,"  Koolsbergen 
says,  "but  right  now  the  most  im- 
portant thing  is  to  get  on  stream. 
I  hate  to  play  God,  but  I'd  guess 
we'll  see  commercial  production  in 
not  more  than  three  years,  net  in- 
come in  not  more  than  four  or 
five."  ■ 


Ian  D.  Sinclair 
Modern  Victorian 

"Some  people  thought  of  us  as 
stodgy  and  tradition-encrusted," 
says  Ian  D.  Sinclair,  54,  president 
and  apparent  successor  to  Chairman 
and  Chief  Executive  Norris  Crump 
of  Montreal's  $3-billion  Canadian 
Pacific  Railway  Co.  As  a  result, 
Sinclair  has  banished  the  beaver 
from  CP  trains,  the  goose  from 
CP  airlines,  and  the  red-and-white 
checkered  flag  from  CP  steam- 
ships. In  their  place,  a  new  stylized 
corporate  symbol  based  on  the  CP 
initials  will  identify  the  far-flung 
tentacles  of  Canada's  largest  private 
enterprise.  The  stock  market,  too, 
seems  aware  of  CP's  new  posture: 
CP  common  recently  sold  at  20 
times  earnings  vs.  ten  times  in  1962. 
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Sinclair   of  Canadian   Pacific 


A  self-confident,  portly,  and  rath- 
er disheveled-looking  man,  Sinclair 
himself  has  played  no  small  part 
in  recent  years  in  moderating  CP's 
traditional  style.  A  lawyer  who 
joined  CP  26  years  ago  and  wound 
up  as  president  in  1966,  Sinclair 
was  deeply  involved  in  creating 
CP's  Canadian  Pacific  Investments 
subsidiary  to  exploit  the  com- 
pany's vast  nontransportation  re- 
sources ranging  from  oil  and  gas 
to  real  estate.  He  also  represented 
CP  at  the  Royal  Commission  hear- 
ings that  led  to  changing  the  rules 
in  Canadian  railroading. 

By  U.S  standards,  however,  CP's 
corporate  style  is  about  as  up-to- 
date  as  its  Victorian  Gothic  head- 
quarters in  Montreal.  "Just  because 
we  are  changing  our  image,"  Sin- 
clair says,  "does  not  mean  we  will 
change  the  way  we  operate." 

Despite  its  enormous  range  of 
transportation  interests — rail,  air, 
truck  and  shipping  lines  as  well  as 
hotels  and  a  telecommunications 
system — CP  has  no  intention  of 
establishing  the  integrated  trans- 
portation system  American  rail- 
roaders have  dreamed  of  for  dec- 
ades. CP,  Sinclair  explains,  has 
learned  from  experience  that  that 
doesn't  work.  Each  CP  transporta- 
tion mode  is  and  will  continue  to 
be  operated  as  a  separate  profit 
center.  "And,"  he  emphasizes, 
"they  will  continue  to  keep  their 
independence  and  compete  against 
each  other  for  business."  ■ 
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True,  some  magazines  may  have 
a  greater  actual  nose  count  of 
readers  than  we  do.  Fortune,  for 
instance,  has  over  twice  as  many 
clerical  or  sales  employees  in  its 
audience  as  we  have. 


For  instance, 


But  noses  aren't  everything.  To 
the  majority  of  advertisers  the  in- 
trinsic quality  of  an  audience  is 
more  important.  The  total  per- 
centage of  readers  who  operate 
at  the  highest  levels  of  decision- 
making and  opinion-making  .  .  . 


who  move  in  a  world  of  influence 
and  affluence  .  .  .  and  who  aspire 
to  the  highest  possible  living 
standards.  You'll  find  a  higher 
concentration  of  those  readers 
reading  FORBES. 


Forbes  has  twice  as  high  a  concentration 
of  readers  as  Business  Week  has,  who  are 
professional-managerial  in-home  readers. 
(25.4%  compared  to  12.8%) 

Forbes  has  twice  as  high  a  concentration 
of  readers  as  Time  has,  who  belong  to 
country  clubs  with  golf  courses.  (10.8% 
compared  to  4.3%) 

Forbes  has  twice  as  high  a  concentration 
of  readers  as  Newsweek  has,  who  belong 
to  business  clubs.  (18.9%  compared  to 
7.9%) 

Forbes  has  twice  as  high  a  concentration 
of  readers  as  U.  S.  News  and  World  Report 
has,  who  own  a  currently  valid  passport. 
(11.7%  compared  to  5.8%) 


Forbes  has  twice  as  high  a  concentration 
of  readers  as  Sports  Illustrated  has,  who 
are  home  owners  with  household  incomes 
of  $15,000  or  over.  (38%  compared  to 
17.9%) 

Forbes  has  twice  as  high  a  concentration 
of  readers  as  The  New  Yorker  has,  who 
have  bought  mutual  funds  in  the  past  two 
years.  (14.5%  compared  to  5.7%) 

Forbes  has  twice  as  high  a  concentration 
of  readers  as  Saturday  Review  has,  who 
own  $30,000  or  more  in  life  insurance. 
(34.9%  compared  to  17%) 

Forbes  has  twice  as  high  a  concentration 
of  readers  as  Holiday  has,  who  have  served 
brandy  or  cognac  at  heme  in  the  last 
month.  (16%  compared  to  7.5%) 


All  figures  from  '68  Simmons  Study 


And  here  we  are  talking  only  about 
concentrations  that  FORBES  can 
double.  So  we  couldn't  mention 


the  scores  of  instances  in  which 
we  have  triple  or  four  times  the 
•virtues  others  have.  One  thing's 


Forbes  readers  don't  just  own  American  business.  They  run  it. 


for  sure.  Where  audience  quality 
counts  for  more  than  noses,  you'll 
find  it  far  richer  in  FORBES. 

Forbes:  capitalist  tool 


GoodbocSy 

knows  what  investors 

should  know  about 

oil  stocks 


In  a  new  study  of  the  major  oil  companies  pre- 
pared to  inform  the  substantial  investor,  Goodbody 
reviews  some  of  the  factors  that  make  investments 
in  the  industry  particularly  interesting  at  this  time. 
For  example,  oil  companies  have  shown  steady 
long-term  earnings  growth,  and  have  paid  gener- 
ous dividends  to  their  stockholders  over  the  years. 
Taxes  and  employment  costs  are 
lower  than  average  and  the  in- 
dustry provides  an  inflation  hedge 
for  investors.  Many  oil  stocks  are 
near  their  lows  of  recent  years. 

The  report  discusses  the  tech- 
nological progress  which  has  moved 
some  companies  into  new  areas  of 
earnings:   better  drilling  methods 
offshore,  improved  seismic  and  geophysical 
techniques,  oil  production  from  shale 
and  research  toward  extracting  edible  protein  from 
crude  (a  possible  boon  to  an  underfed  world). 


In  addition,  the  study  reports  on  the  oil  indus- 
try's reach  into  new  areas:  coal,  fertilizer,  uranium 
and  sulphur. 

Goodbody's  analysts  conclude  that  this  well- 
managed  industry  has  good  growth  potential  and 
they  recommend  several  issues  suitable  for  vari- 
ous objectives:  one,  an  investment  grade  issue  for 
^mr  income  and  moderate  growth; 

4i   ^^^  another  also  investment  grade, 

primarily  for  growth;  and  two  issues 
U  for  capital  gains  potential  in 

businessmen's  risk  portfolios. 
Whatever  your  investment 
objectives  may  be, 
you  should  read 
this  study.  You  may 
have  a  copy 
by  writing  to 
"Oils"  at  the 
address  below. 


GOODBODY  &  CO 


Established  1891 


Members  of  leading  Stock  and  Commodity  Exchanges 

55  Broad  Street,  New  York,  N.Y.  10004 

over  90  offices  throughout  the  nation 
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preliminary 


Composed  ol  the  following  components. 

.  How  much  are  we  producing? 
(FRB  index) 

.How  many  people  have  been 
laid  off?  (U.S.  Dept.  ol  Labor 
initial  unemployment  claims) 

.  How  intensively  are  we  work- 
ing?  (BLS    average   weekly 


hours  in  manufacturing) 
.  How  much  hard  goods  are  we 
ordering?  (Dept.  of  Comm. 
durable  goods  new  orders  ol 
last  3  months  related  to  in- 
ventories) 
.  How  much  are  people  spend- 


ing? (Dept.  of  Comm.  depart- 
ment store  sales) 

•  How  much  are  we  building? 
(Dept.  of  Comm.  private  non 
farm  housing  starts) 

•  How  much  are  workers  Barn- 


s'"-"'■•130  MAY    110.5 

125  JUNE    111.6 

J -120  JULY  111.6 

115  AUG 114.1 

110  SEPT 114.2 

ft®    °CT 1152 

,    NOV 117.3 

III  95     DEC 119.2 

■on    JAN 120.4 

05     FEB 122.7 

MAR 124.6 

75     APR 124.7 

70     MAY    126.1 

JUN.  (pre.)  126.4 

ing?  (Dept.  of  Comm.  per- 
sonal income  in  manufactur- 
ing and  mining) 

»  Are  consumers  taking  on 
more  or  less  debt?  (Federal 
Reserve  net  change  in  con- 
sumer installment  debt) 
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Land  for  Land's  Sake 

Certain  stocks  are  bobbing  along  at  new  highs,  and 
prospects  for  the  economy  or  even  for  earnings  seem  to 
make  no  difference  at  all.  Among  these  are  the  stocks  of 
companies  that  own  real  estate.  The  Rouse  Co.,  General 
Development.  Realty  Equities,  Sunasco,  Penn  Central, 
Union  Pacific,  MGM,  Tenneco,  Tishman  and  Uris  have 
all  been  going  up  with  no  particular  earnings  gains  in  view. 
"The  investment  community  is  trying  to  get  a  handle  on 
land,"  says  Donald  Rhiel,  real-estate  vice  president  of 
Donaldson.  Lufkin  &  Jenrette.  "The  companies  have  lots 
of  it,  but  how  do  you  value  it?" 

Land  speculation,  of  course,  has  always  been  a  favorite 
American  pastime.  George  Washington  interested  him- 
self in  surveying,  not  for  the  art  of  it,  but  to  help  in  his 
land  speculations.  An  old  Vermont  saying  is  that  a  Ver- 
monter  cannot  enjoy  a  view  unless  he  owns  it.  John  Jacob 
Astor  attributed  his  success  to  the  fact  that  New  York 
City  moved  ten  blocks  uptown  every  decade.  "Today  a 
visitor  to  cities  such  as  Phoenix  can  listen  for  hours  to 
residents  discussing  how  cheaply  they  could  have  bought 
a  certain  lot  ten  years  ago. 

But  a  long-term  investment  in  land  as  opposed  to  specu- 
lation is  something  else  again,  and  that's  what's  new  about 
the  play  in  land  stocks.  In  an  uncrowded  land  where  mil- 
lions of  homesteaders  became  farmers  on  free  land,  mere 
ownership  of  space  has  never  seemed  very  important.  In 
the  traditional  American  view,  land  as  an  investment  is  like 
a  factory — its  value  is  determined  by  its  productivity.  Farm- 
land in  the  Corn  Belt  sells  according  to  the  yield  of  the  soil. 
Lower  Manhattan's  47-story  Singer  Building,  an  archi- 
tectural landmark  that  was  once  the  world's  tallest  building 
and  only  60  years  old,  was  torn  down  at  great  cost  to  make 
room  for  a  54-story  building  that  will  yield  a  greater  re- 
turn on  investment.  "Land  is  a  raw  material,"  says  Rhiel. 
"In  a  vacuum,  it  has  no  value  whatsoever.  Psychology  aside, 
its  only  value  is  what  you  can  do  with  it." 

But  in  Europe,  which  is  twice  as  densely  populated  as  is 
the  U.S.,  an  entirely  different  idea  exists".  Nearly  all  land 
there  was   owned   before  America  was  settled.   Personal 


property  could  be  destroyed  by  wars,  the  value  of  stock 
and  bonds  wiped  out  by  depressions,  and  money  itself  made 
worthless  by  runaway  inflation.  Only  land — and  gold — 
seemed  safe  investments.  "Land  is  the  most  fundamental 
form  of  wealth,"  says  Realtor  John  C.  Tysen,  the  French- 
born  head  of  Previews,  Inc.,  an  international  real-estate 
clearing  house.  "Americans  tend  to  want  to  buy  and  sell 
quickly  for  a  profit.  But  Europeans  believe  in  property  as 
something  they  can  hold  on  to  for  generations." 

According  to  many  real-estate  men,  Europeans  have 
heavily  increased  their  buying  of  U.S.  land  in  the  past  few 
years.  Good  land  in  the  U.S.,  particularly  in  Florida,  Cali- 
fornia and  the  Middle  Atlantic  states,  provides  a  higher 
yield  than  European  land  plus  a  chance  for  apprecia- 
tion in  value  with  no  capital-gains  tax  for  nonresident 
aliens. 

Undervalued.  It  may  be  no  coincidence,  therefore,  that 
land  stocks  are  booming  in  a  stock  market  that  is  seeing 
some  of  the  heaviest  foreign  participation  in  history.  Euro- 
peans not  equipped  to  inspect  individual  properties  may  be 
banking  on  the  skill  of  the  big  U.S.  publicly  owned  land- 
owners. "U.S.  real  estate  is  the  most  undervalued  real  estate 
in  the  Free  World,"  Tysen  says.  "Some  land  in  Connecticut 
is  now  selling  for  $500  an  acre,  whereas  in  France,  com- 
parable land  would  be  $4,000  an  acre." 

Economically,  it  doesn't  sound  like  much  of  an  invest- 
ment. If  the  yearly  property  tax  is  equal  to  5%  of  the  prop- 
erty's cost,  then  the  property  has  to  double  in  value  every 
6V2  years  to  provide  a  6%  return  on  investment  (exclusive 
of  rental  income  and  upkeep).  Land  investors  are  obviously 
betting  that  the  American  attitude  toward  land  is  changing 
and  that  American  investors  will  bid  land  up  dramatically 
in  many  parts  of  the  country. 

It  could  happen.  Land  in  and  around  cities,  of  course, 
has  already  soared  in  value,  mostly  because  of  its  economic 
value.  But  with  steady  inflation  and  the  confusion  it  brings 
to  investors,  land  for  land's  sake  could  take  on  a  psycho- 
logical value  it  never  had  before.  Will  it?  That  all  depends 
on  inflation,  for  remember  this:  It  is  not  in  the  American 
temperament  to  buy  up  land  to  hold  for  100  years.  It 
simply  doesn't  provide  enough  action. 


FORBES,  JULY  15,  1968 


57 


MARKET  COMMENT 


by  L  0.  HOOPER* 


Slower  Inflation  But  No  Deflation 


V 


Because  everyone  is  talking  about  the 
effect  of  the  now-enacted  increase  in 
federal  taxes  on  the  economy,  on 
business,  on  prices  and  on  earnings, 
this  column's  tentative  opinion  seems 
in  order.  Without  going  into  tiresome 
detail,  as  I  see  it,  higher  taxes  mean 
slower  inflation  but  no  deflation.  The 
reduction  in  federal  spending  prob- 
ably will  not  much  more  than  offset 
the  anticipated  unending  increase  in 
state  and  municipal  spending,  and 
will  nnl  bring  federal  spending  much 
below  "resident  Johnson's  original  es- 
timates for  fiscal  1969.  Higher  taxes, 
incidentally,  will  be  taking  more 
money  out  of  the  life  stream  of  the 
economy  in  the  first  quarter  of  1969 
than  in  the  last  half  of  1968. 

Higher  costs  and  higher  taxes  (per 
se)  will  continue  to  be  inflationary 
factors,  although  the  rise  in  prices  for 
goods  and  commodities  will  be  much 
less  emnhatic  than  the  rise  in  the  prices 
for  services.  Since  the  economy  now  is 
more  than  50%  services  and  less  than 
50%  «oods  and  commodities,  this  is 
important.  Interest  rates  will  be  mod- 
erately, but  not  sensationally,  lower; 
and  this  should  help  building,  as  va- 
cancies are  low  and  family  formation 
is  high.  Corporation  earnings  increases 
will  slow  down;  but  aggregate  profits 
for  1968  will  be  higher  than  in  1967. 
It  is  too  early  to  guess  about  1969 
profits.  Over  the  next  six  months  or  so. 
there  will  be  no  business  slump,  no 
sharp  decline  in  prices  and  no  easin? 
of  union  pressures  for  higher  wages. 

Concern  about  higher  taxes  is  a 
minor,  rather  than  a  major,  cause  of 
the  slowdown  in  the  advance  in  the 
stock  market.  The  decision  of  the 
financial  community  to  put  its  book- 
keeping (back  offices)  in  order  by 
reducing  the  trading  week  from  five 
to  four  sessions  is  at  least  equally 
as  important  psychologically,  as  the 
enactment  of  the  tax  bill.  A  specula- 
tive binge  like  the  one  we  have  been 
going  through  is  not  "tamed"  except 
at  the  expense  of  at  least  moderately 
lower  share  prices;  and  Wall  Street 
would  like  to  tame  the  boom.  It  is 
much  less  painful,  however,  to  tame 
a  thing  like  this  in  time  rather  than 
to  have  it  tamed  for  you  when  it  is 
too  far  out  of  hand  and  too  late.  Fur- 
thermore, both  the  brokers  and  the 
customers    should    ardently   desire   to 


settle  these  thousands  of  suspense 
items,  bookkeeping  irregularities,  de- 
layed deliveries  and  accounting  mis- 
takes before  they  get  any  worse. 

There  are  fewer  tips;  and  the  per- 
centage of  "tips  that  work"  is  lower. 
There  is  more  interest  in  quality  in- 
vestment stocks,  such  as  the  electric 
utilities.  You  hear  more  doubt  about 
the  high  price/ earnings  ratio  prevail- 
ing for  the  shares  of  small,  new  com- 
panies in  alleged  growth  industries. 
There's  still  plenty  of  money  around, 
both  institutional  and  personal,  but 
more  prudence  in  placing  it. 

In  fact,  one  of  the  very  best  things 
about  this  market  is  that  there  is  so 
much  skepticism.  Stocks  never  fall 
out  of  bed  when  so  many  people  are 
cautious.  Big  declines  begin  when 
there  is  not  a  cloud  in  the  sky  and 
when  popular  confidence  rules  su- 
preme. There  was  plenty  of  skepticism 
all  through  the  remarkable  rise  in  the 
three  months  ended  with  June.  That 
is  evidenced  statistically  by  the  large 
amounts  of  cash  and  cash  equivalents 
always  present  in  fund  accounts. 

High   3is!<s,   High   Potentiate 

You  hear  much  about  the  future 
of  oceanography.  The  area  in  which 
oceanography  is  developing  fastest  is 
in  offshore  drilling  for  oil  and  gas. 
These  offshore  drillers  are  discovering 
new  facts  and  developing  new  tech- 
niques as  well  as  finding  much  oil  and 
gas,  and  occasionally  other  valuable 
things,  below  the  ocean  floor.  No  won- 
der the  shares  of  the  offshore  com- 
panies are  popular  and  sell  at  very 
high  multiples  of  earnings. 

Probably  the  biggest  is  The  Offshore 
Co.  (37)  in  which  Southern  Natural 
Gas  (47)  has  an  83%  interest.  Others 
are  Barn  well  Industries  (11).  Di.xilyn 
Corp.  (32),  Falcon  Seaboard  Drilling 
(18),  Global  Marine  (48)  another  of 
the  more  interesting  ones,  Ocean  Drill- 
ing &  Exploration  (45),  Pike  Corp. 
(32),  Reading  &  Bates  (30).  Rowan 
Drilling  (32),  Santa  Fe  International 
(44),  Southeastern  Drilling  (48)  and 
Zapata  Off-Shore  (70).  Most  of  the 
big  oil  companies,  especially  the  in- 
ternationals, also  are  in  offshore  drill- 
ing in  one  way  or  another.  Halliburton 
and  J.   Ray  McDermott   are  engaged 

*Mr.  Hooper  is  associated  with  the  New  York 
Stock  Exchange  firm  of  W.E.  Hutton  &  Co. 


in  marine  construction;  and  both  Hal- 
liburton and  Schlumberger  are  profit- 
ing indirectly  from  the  activity  of  this 
rather  new  industry  that  promises 
to  have  geometrical  growth  over  a 
period.  The  risks,  of  course,  are  high; 
but  the  possible  rewards  are  high  too; 
and  this  industry  is  "in  on  the  ground 
floor"  in  oceanography. 

My  first  choice  here  is  Southern 
Natural  Gas,  not  so  much  because  I 
think  this  stock  will  appreciate  more 
than  any  of  the  others,  but  because 
it- represents  a  high-quality  pipeline 
utility  with  an  offshore  kicker.  Re- 
cently the  market  was  appraising 
SGA's  83%  interest  in  The  Offshore 
Company  at  around  $20  a  share  of 
SGA.  SGA  lately  has  been  selling 
around  47  and  paying  $1.40  per  an- 
num with  1968  earnings  estimated  at 
$3.10  to  $3.20  a  share.  The  Offshore 
Co.  stock  may  possess  greater  appre- 
ciation potentials  if  all  goes  well,  but 
it  involves  higher  risks  and  is  unlisted. 

Union  Camp  (41),  the  old  Union 
Bag  &  Paper,  looks  like  an  interesting 
stock  to  hold  over  a  period.  This  com- 
pany appears  to  be  building  a  broader 
earnings  base,  both  through  improving 
its  paper  operations  and  through  di- 
versification. The  company  also  has  a 
land  potential.  Earnings  this  year 
could  be  around  $3.50  a  share.  The 
dividend  rate  is  $1.72  per  annum. 

There  appears  to  b;  some  well-in- 
formed accumulation  in  Square  D 
(around  20).  This  important  maker  of 
switchgear  has  not  done  well  in  recent 
years,  but  appears  to  be  a  turnaround 
situation  in  the  making.  Square  D 
always  has  had  important  markets  in 
residential  building.  This  is  a  stock 
that  should  be  accumulated  over  a 
period,  not  one  expected  to  provide 
dynamic  behavior  over  the  near  term. 

Many  of  these  mergers  and  take- 
overs seem  to  be  running  into  a  lot 
of  litigation,  but  the  trend  toward 
combinations  is  unabated.  It  would 
seem  that  Control  Data's  absorption 
of  Commercial  Credit,  if  it  goes 
through  as  now  expected,  will  consid- 
erably improve  th :  per-share  earnings 
of  Control  Data,  but  that  part  of  earn- 
ings derived  from  noncomputer 
sources  should  sell  at  a  lower  P/E 
ratio  than  the  computer  earnings.  .  .  . 
It  would  also  be  interesting  to  separate 
the  shipbuilding  earnings  of  Litton 
Industries  from  the  high-science-related 
earnings.  .  .  .  Remember  that  the  P/E 
ratio  of  SCM  Corp.  stock  has  dropped 
considerably  since  the  nonglamour 
earnings  of  the  former  Glidden  Co. 
were  added.  .  .  .  The  moral  is  that  in 
some  cases  the  stockholders  of  the 
acquired  company  often  seem  to  get  a 
better  deal  than  those  of  the  company 
that  does  the   acquiring.    ■ 
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You  get  all  4  of  these  Action  Reports  in  United's 

SPECIAL  PACKAGE 

For  Summer,  1968 

SCIENCE  PORTFOLIO 


SPECIAL 
REPORT 


1 


If  you're  willing  to  take  higher  than  average  risks  in  your  search  for  rapid  growth  stocks,  then  this  report 
should  interest  you.  United  analyzes  and  recommends  6  science-oriented,  research-minded  companies. 


•  Atomic  Energy 

•  Lasers 


Medical  Electronics 
Oceanography 


Optical  Technology 
Water  Treatment 


SPECIAL 
REPORT 


CONVERTIBLE 

BONDS  AND  PREFERREDS 


"When  priced  right  they  combine  the  defensive 
qualities  of  fixed-income  investments  with  the 
appreciation  possibilities  of  common  stocks." 

So  says  United's  Special  Recommendation  which 

discusses    the    potential    benefits    and    possible 

drawbacks  of  this  increasingly  popular  class  of 

securities. 

In  the  last  couple  of  years  some  unusual  profits 


have  been  made  on  Convertibles.  But  it's  no  one- 
way street  .  .  .  they  can  go  down,  just  as  well  as 
up.  The  point  is,  though,  that  while  Convertibles 
don't  eliminate  risk,  they've  certainly  outlived  their 
old  reputation  of  being  staid  and  stodgy.  And,  (it's 
important  to  note)  while  a  Convertible  must  show 
as  much  appreciation  as  the  common,  there  is 
usually  a  practical  limit  to  how  far  it  may  decline. 


SPECIAL 
REPORT 


SPECIAL  A 
REPORT  ^ 


51  SPLIT  CANDIDATES 

FACTS  AND  FIGURES  ON  51  STOCKS 
UNITED  PICKS  AS  CANDIDATES  FOR  SPLITS 

DRUG  STOCKS 

Buy?  Hold?  Sell? 


Memory  Drugs  •  New  Antibiotics  •"ThePiir   •Diversification 

FACTS,  FIGURES,  COMMENT  AND  UNITED'S  ADVICE  ON  EACH  STOCK 


Abbott  Labs. 

Merck  &  Co. 

Pfizer  (Chas.) 

ScheringCorp. 

Sterling  Drug 

Am.  Home  Prods. 

Miles  Labs. 

Plough,  Inc. 

Searle  (G.D.) 

Syntex  Corp. 

Lilly  (Eli) 

Norwich  Pharm. 

Richardson-Mer. 

Smith  Kline  &F. 

Upjohn  Co. 

Marion  Labs. 

Parke  Davis 

Robins  (A.H.) 
Rorer(Wm.H.) 

Squibb  Beech-Nut 

Warner-Lambert 

With  United's  Action-Package  for  Summer  1968  you  will  also  receive  an 
introductory  subscription  to  United  Reports 

MAIL  THE  POSTPAID  AIRMAIL  CARD  ON  THE  FACING  PAGE  TODAY 
UNITED  Business  &  Investment  SERVICE 

210     NEWBURY     STREET,     BOSTON,     MASSACHUSETTS     02116 


United 

Business 

Service 
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STOCK  ANALYSIS 

by  HEINZ  H.  BIEL* 

Midsummer  Doldrums 


'^ 


As  far  as  the  stock  market  was  con- 
cerned, the  news  that  at  long  last 
Congress  had  passed  and  President 
Johnson  had  signed  the  new  tax  bill 
came  as  an  anticlimax.  Everyone  had 
been  hollering  for  it  for  the  longest 
time.  Now  we  have  it,  and  this  week 
the  taxpayer  will  begin  to  feel  the 
extra  bite.  It  is  too  bad  that  the  bill 
was  not  enacted  in  early  1966.  If  it  had 
been  then  the  U.S.  might  have  avoided 
the  dangerous  "money  crunch"  of  Au- 
gust 1966,  and,  possibly,  also  the  im- 
pairment of  the  confidence  in  the  dol- 
lar that  led  to  the  de  facto  end  of  the 
gold  standard. 

The  1967-68  fiscal  year  wound  up 
with  a  $25-billion  deficit,  which  is 
clear  proof  of  fiscal  irresponsibility  on 
the  part  of  both  Congress  and  the 
President.  Now,  long  after  the  accident 
has  happened,  we  are  stepping  on  the 
fiscal  brake.  Many  economists  are  be- 
ginning to  wonder  whether  the  better- 
late-than-never  saying  is  applicable  in 
this  case.  We  are  liable  to  get  a  cost- 
push  type  of  inflation  at  a  time  when 
various  signs  already  point  to  a  slow- 
down of  the  economy.  Investors  have 
no  reason  to  cheer,  since  this  kind  of 
inflation,  in  contrast  to  monetary  in- 
flation, does  not  spell  booming  business 
and  rising  profits. 

The  Speculator 

There  are  times  when  a  great  many 
people  come  to  believe  that  Wall  Street 
is  the  place  where  one  can  make  a 
fast  buck.  No  one,  of  course,  can 
deny  that  there  have  been  opportuni- 
ties for  fabulous  trading  profits  this 
year  and  last.  Yet  I  wonder  how  many 
speculators  not  only  make  a  lot  of 
money  but  also  keep  it.  It  has  been 
my  experience  over  a  great  many 
years  that  most  of  them  give  it  all 
back,  usually  plus  interest  (or  tuition, 
if  you  like).  And  I  am  not  only  re- 
ferring to  the  happy  gamblers  owning 
Westec,  Cameo-Parkway  Records  and 
the  like,  but  to  most  of  those  who  try 
to  capture  short-term  market  swings 
in  volatile  stocks.  There  are  excep- 
tions, to  be  sure,  but  the  successful 
speculator,  or  gambler,  who  is  gifted 
with  a  sixth  sense,  presumably  would 
do  just  as  well  in  commodities,  or  real 
estate,  or  at  Santa  Anita,  or  in  beating 
you  at  gin  rummy. 

In  recent  weeks  everybody  and  his 


brother  have  thrown  a  wet  blanket 
over  excessive  speculation  in  order  to 
douse  the  fire  that  threatened  to  get 
out  of  control.  I  expect  it  to  flare  up 
again,  but  let  me  add  one  warning 
comment:  If  it  were  that  easy  to 
make,  and  keep,  a  fast  buck  in  the 
stock  market,  those  who  serve  and 
advise  you  would  have  no  need  to  serve 
and  advise  you.  Even  the  professional 
manager  of  the  so-called  performance 
funds,  whose  sins  and  mistakes  are 
usually  covered  up  by  the  constant  in- 
flux of  new  money,  often  has  a  rough 
time  to  beat  the  "Money  Game."  The 
amateur  rarely  does. 

While  a  good  speculation  is  not 
necessarily  a  good  investment,  no 
stock  is  a  good  investment  unless  it 
also  has  a  speculative  potential.  This 
is  all  the  more  true  at  a  time  when 
you  can  get  7%  on  good  corporate 
bonds  and  over  AVz  %  on  tax-ex- 
empts. The  stocks  which  I  mention 
here  are  not  blue  chips  of  the  AT&T 
or  Standard  Oil  category,  but  they  are 
sensibly  priced  and  meritorious  stocks 
where  the  upside  potential  would  seem 
to  be  significantly  greater  than  the 
downside  risk — at  least  over  any  rea- 
sonable period  of  time. 

The  chemical  industry  has  been  a 
lacklustre  market  performer  for  quite 
some  time.  All  of  the  growth-stock 
glamour  that  characterized  the  chemi- 
cals in  the  Fifties  has  vanished  and 
given  way  to  an  ultra-sober  appraisal. 
The  reason  is  simple:  Earnings  failed 
to  hit  optimistic  projections,  despite 
continuing   huge   capital   investments. 

Olin  Mathieson  Chemical  (36),  now 
divorced  from  Squibb,  its  former  ethi- 
cal drug  subsidiary,  has  done  some- 
what better  than  the  rest  of  the  indus- 
try. OLM  is  widely  diversified,  with 
chemicals  now  accounting  for  little 
more  than  25%  of  earnings.  The 
Winchester  arms,  forest  products,  and 
fine  paper  and  films  divisions  have 
shown  good  profitability  and  growth. 
In  addition  Olin  Mathieson  has  a  50% 
interest  in  Ormet  Corp.,  the  country's 
fourth-largest  integrated  aluminum 
producer.  Yet  although  OLM  has 
shown  earnings  gains  in  most  recent 
years,  its  stock  is  selling  exactly  at 
book  value  and  at  barely  ten  times 
minimum  estimated  earnings  of  $3.60 

"Mr.  Biel  is  a  partner  in  the  New  York  Stock 
Exchange  firm  of  Emanuel,  Deetjen  &  Co. 


a  share  (after  allowing  for  higher 
taxes).  Its  formerly  top-heavy  debt 
has  been  cut  sharply  as  a  result  of 
conversion  from  $340  million  in  1965 
to  $195  million  two  years  later.  Olin 
Mathieson's  capital  structure  and 
financial  condition  now  can  be  con- 
sidered sound.  In  my  opinion  OLM  is 
deserving  of  more  favorable  market 
recognition. 

Super  Growth   Stock? 

Rex  Chainbelt  (36)  strikes  the 
casual  observer  as  a  somewhat  sex- 
"less  although  very  successful  manu- 
facturer of  capital  equipment  and  con- 
struction machinery.  But  investors  who 
want  substance  rather  than  fluff  may 
find  it  worthwhile  to  take  a  closer 
look  at  this  company,  whose  sales  and 
earnings  growth  is  running  well  ahead 
of  the  U.S.  economy  as  a  whole. 
An  expansion-  and  acquisition-minded 
management  has  the  ambitious  objec- 
tive of  doubling  sales  every  six  years, 
profits  every  five.  I'd  settle  for  that 
goal  anytime  with  a  stock  selling  at  13 
times  earnings  and  yielding  4%. 

The  sex  in  "Rex"  is  in  the  division 
that  manufactures  a  complete  line 
of  equipment  for  the  treatment  of 
sewage,  for  the  purification  of  pol- 
luted water  and  for  the  softening  of 
heavily  mineralized  water.  Control  of 
water  pollution  is  a  growth  area  par 
excellence,  as  everybody  knows,  and 
RCB  is  spending  much  of  its  R&D 
money  in  this  field. 

Rex  Chainbelt's  1967  earnings  were 
hurt  badly  by  a  long  strike  whose 
aftereffects  spilled  over  into  the  cur- 
rent fiscal  year.  From  here  on  year-to- 
year  comparisons  should  be  highly 
favorable,  with  a  probable  net  of  $2.75 
a  share  (after  higher  taxes)  for  the 
year  ending  Oct.  31.  RCB  has  been  a 
dividend  payer  since  1894(!);  capital- 
ization is  conservative  and  financial 
condition  solid. 

In  an  industry  that  has  brought 
little  pleasure  to  investors  for  well  over 
a  decade.  Great  Northern  Paper  (55) 
has  been  a  spectacular  standout.  While 
other  paper  companies,  notably  Inter- 
national Paper,  have  not  much  to 
show  in  the  way  of  higher  profits 
despite  huge  capital  expenditures. 
GPP's  expansion  and  its  merger  with 
the  formerly  partly  owned  Great 
Southern  Land  &  Paper  Co.  have  paid 
off  handsomely.  Operating  profit  mar- 
gins of  this  leading  producer  of  news- 
print are  still  rising,  and  new  sales 
and  earnings  records  are  indicated  for 
the  fiscal  year  ending  Oct.  31.  At  not 
much  over  ten  times  estimated  earn- 
ings of  $5.25  a  share,  this  stock  repre- 
sents good  value.  A  minor  drawback 
is  the  potential  dilution  from  eventual 
conversion  of  senior  securities.  ■ 
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GOOD  AS  THEY  ALL  ARE 

not  one  of  these  stocks  should  be  held  or  bought  or  sold 


General  Motors 
American  Telephone 
Pan  American  Airways 
McDonnell-Douglas 
DuPont 


WH.Rorer 

Union  Carbide 

I  Standard  Oil  (N.  J.) 

Great  "Western 
Financial 


■  General  Electric 

■  U.S.  Steel 

■  Itek 

■  Sperry  Rand 

■  Goodyear 


nor  should  any  one  of  the  other  1400  stocks 
under  weekly  evaluation  by  Value  Line 


until  you  check  Value  Line's  objec- 
tive determinations  of  what  relative 
price  changes  you  can  reasonably 
expect  of  each— and  when. 

Value  Line's  70  research  special- 
ists devote  their  full  time  and  en- 
ergy to  these  questions.  Every  week 
they  classify  all  the  stocks  covered 
the  year  round  by  Value  Line  into 
one  of  five  groups  indicating  how 
they  are  likely  to  perform  in  the 
market,  relative  to  the  others,  in 
the  next   12  months. 

The  five  groups  are  designated  I 
(Highest),  II  (Above  Average),  III 
(Average),  IV  (Below  Average),  and 
V  (Lowest).  When  Value  Line  rates 
a  stock  I  (Highest)  for  probable 
year-ahead  market  performance,  it 
means  simply  that  this  stock  is 
one  of  the  group  that  will  probably 
go  up  most  in  a  rising  market  or 
down  least  in  a  falling  market,  rela- 
tive to  the  stocks  in  the  other  four 
groups;  II  (Above  Average)  stocks 
will  do  better  than  III  (Average),  III 
better  than  IV  (Below  Average),  and 
IV  better  than  V  (Lowest). 

And  for  the  next  three  to  five 
years,  the  same  determinations, 
from  I  down  to  V.  And  for  dividend 
income  in  the  next  12  months,  the 

same  ratings,  from  I  (Highest) 
down  to  V  (Lowest). 

NOTE:  Not  every  one  of  the  more 
than  1400  stocks  will  perform  in 
the  market  in  accordance  with  its 
ratings.  But  such  a  large  percent- 
age have  in  the  past,  for  reasons 
that  are  logical,  that  you  owe  it  to 
yourself  to  check  every  stock  that 


you  now  hold  or  are  thinking  of 
buying  or  selling  with  Value  Line's 
objective  determinations  of  prob- 
ability. 

THE  COUPON  will  bring  you  for  the 
term  you  check  — one  year  for 
$167,  3  months  for  $44,  or  4 
weeks  for  $5— the  complete  weekly 
editions  of  The  Value  Line  Invest- 
ment Survey.  Each  edition  consists 
of  full-page  reports  and  ratings 
on  about  100  stocks,  the  24-page 
Weekly  Summary  of  Advices  &  In- 
dex, and  the  8-page  Selection 
&  Opinion  section  .  .  .  plus  the 
monthly  Special  Report  on  insider 
transactions  and  quarterly  Special 


Report  on  mutual  fund  transac- 
tions, as  issued. 

BONUS  •  With  the  annual  or  three- 
month  subscription,  Value  Line 
will  ship  to  you  immediately  the  2- 
volume  Investors  Reference  Library 
which  will  give  you  the  latest  re- 
ports on  all  stocks  that  have  been 
published  prior  to  your  subscrip- 
tion. During  the  subscription 
period  all  1400  reports  will  be  up- 
dated. 

MONEY-BACK  GUARANTEE:  If  you 

are  dissatisfied  with  Value  Line  for 
any  reason,  return  the  material 
within  30  days  for  a  full  and  prompt 
refund. 


In  fairness  to  regular  subscribers,  who  pay  $167  a  year  for  The  Value  Line 
Investment  Survey,  we  cannot  make  the  $5  introductory  subscription  avail- 
able to  those  who  have  had  such  a  4-week  subscription  within  the  past 
six  months. 


□  ONE  YEAR- $167 
(92  EDITIONS) 


□  3  MONTH  TRIAL-*  44 
(13 


EDITIONS) 


Send  me  the  complete  service  for  the  term  checked  plus 
—as  a  bonus— the  2-volume  Investors  Reference  Library 
consisting  of  Value  Line  sections  published  during  the 
13  weeks  preceding  start  of  this  subscription. 
□  Payment  enclosed  G  Bill  me 


I      I  FOUR 


EDITIONS) 


Send  me  a  4-week  introduc- 
tory subscription  to  the  full 
service  for  $5.  I  enclose 
payment. 


If  dissatisfied  for  any  reason,  I  have  up  to  30  days  to  return  the  material 
for  a  full  refund  under  your  money-back  guarantee. 


Name  (please  print). 
Address  


AA16-15 


City. 


State. 


Zip 


(Subscription  fees  are  deductible  for  income  tax  purposes.  N.Y.C.  residents, 
please  add  5%  sales  tax;  other  N.Y.  State  residents,  add  applicable  sales  tax.) 

THE  VALUE  LIIVE 

INVESTMENT   SURVEY 

Published  by  Arnold  Bemhard  &  Co.,  Inc. 
5  EAST  44th  STREET,  NEW  YORK,  N.  Y.  10017 

(No  assignment  ol  this  agreement  will  be  made  without  subscriber's  consent.) 
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Are  Funds  A  Good  Long  Term  Investment? 


WHICH  FUNDS 
tk  MtU 
BEST?? 

...for  each  and  every  10,  15  and  20-year 
period  in  the  past  quarter  century. 

FundScope,  the  monthly  mutual  fund  magazine,  in  its 
July  issue  summarizes  and  compares  investment  results 
for  each  10-year,  each  15-year  and  each  20-year  period 
in  the  past  quarter  century  (a  total  of  33  separate 
periods),  and  comes  up  with  some  startling  facts  and 
amazing  differences. 
For  example: 

INTERESTED  IN  GROWTH  ?  ? 

•  During  the  best  10-year  period,  the  average  mutual 
fund  grew  290%,  while  in  the  poorest  10-year 
period,  the  average  fund  grew  117%,  with  the 
average  for  all  periods  at  193%. 

•  In  15-year  periods,  we  find  a  503%  average  growth 
results  in  the  best  period  and  a  301%  average 
growth  in  the  poorest  period ...  and  418%  for  all 
periods. 

•  For  the  20-year  periods,  the  worst  period  showed 
591%  increase,  and  the  best  890%  with  a  739% 
average  for  all  20-year  periods. 

INTERESTED  IN  LONG-TERM  PRESERVATION 
OF  CAPITAL  ?  ? 

Think  about  this: 

NOT  ONE  SINGLE  FUND  WOULD  HAVE  BEEN  CASHED 
IN  FOR  LESS  THAN  YOUR  ORIGINAL  INVESTMENT  AT  THE 
END  OF  ANY  ONE  OF  THE  THIRTY-THREE  10,  15  OR  20- 
YEAR  PERIODS  IN  THE  PAST  QUARTER  CENTURY. 

In  addition  to  seeing  how  funds  did  on  the  average  in 
each  of  the  periods,  you'll  see  how  individual  funds 
performed.  You'll  want  to  know  which  fund  produced  a 
$210,559  cash-in  value  from  a  $10,000  investment  in 
the  latest  10-year  period.  In  easy-to-read  and  under- 
stand tables,  you'll  see  the  TOP  10%  for  each  period, 
in  both  alphabetical  and  time  period  listings.  At  a 
glance  you  can  see  how  various  funds  compare  with 
other  funds  and  with  the  averages  ...  see  which  funds 
were  consistent  above-average  performers,  and  possibly 
most  important  FUNDSCOPE's  exclusive  summary  which 
enables  you  to  see  whether  your  fund's  performance 
trend  is  progressing  or  retrogressing. 

You'll  find  page  after  page  of  vital  data,  all  based 
upon  performance  results  from  an  assumed  outright 
investment  with  all  distributions  reinvested  and  all 
costs  deducted.  All  results  are  records  of  the  past  and 
should  not  be  construed  as  a  forecast  of  future  per- 
formance. 

If  you  want  successful  performance  from  mutual 
funds,  let  FundScope  provide  you  with  the  facts  you 
need  to  find  and  understand  the  trends  and  oppor- 
tunities. NO  OTHER  PUBLICATION  IS  LIKE  FUNDSCOPE, 
IT  PROVIDES  INFORMATION  NOT  AVAILABLE  ANYWHERE 
ELSE— AT  ANY  PRICE.  Before  you  buy,  sell  or  switch 
any  mutual  fund,  see  for  yourself  why  each  month 
over  17,000  investors,  brokers  and  money  managers, 
from  every  state  and  48  foreign  nations,  rely  on  Fund- 
Scope,  the  new  mutual  fund  bible,  to  help  point  the  way 
toward  profitable  investing. 

SPECIAL  OFFER:  (New  trial  subscribers  only.)  Send  just 
$11  and  receive  a  3-month  subscription  to  FundScope 

PLUS  3  BIG  BONUSES 

1.  The  Annual  "1968  MUTUAL  FUND  GUIDE"  with  260 
pages  of  vital  data  and  facts  on  more  than  300  funds, 
including  their  addresses. 

2.  "ARE  NO-LOAD  FUNDS  A  BARGAIN?"  FUNDSCOPE's 
best  selling  reprint,  updated  for  1968.  Lets  you  see 
for  yourself  how  No-Load  funds  compare  in  per- 
formance with  Load  funds. 

3.  COMBINING  MUTUAL  FUNDS  &  LIFE  INSURANCE  FOR 
FINANCIAL  SECURITY.  A  special  reprint  that  tells 
what  is  behind  these  combination  packages  that  are 
becoming  increasingly  popular. 

ACT  NOW:  Mail  your  $11  today,  or  if  you  prefer  the 
above  offer  with  a  full  14-month  subscription  send 
$35.00  (10  day  full  refund  guarantee).  Include  ZIP. 

FundScope,  Dept.  F  83.  Gateway  East 
Century  City,  Los  Angeles,  Calif.  90067 


TECHNICIAN'S  PERSPECTIVE 

by  JOHN  W.   SCHULZ* 


After  The  Tax  Bill 


All  spring,  investors  were  hoping 
that  Congress  would  restore  confidence 
in  the  dollar  by  raising  taxes  and  re- 
ducing federal  expenditures.  Now  that 
a  $16-billion  package  of  fiscal  re- 
straint has  become  law,  they  have 
begun  to  worry  lest  it  may  prove  to 
be  an  overdose  of  "disinflation"  and 
so  may  cause  an  unnecessarily  severe 
economic  slowdown.  This  concern  is 
probably  being  compounded  by  con- 
fusion, and  therefore  aggravated,  be- 
cause at  this  early  date  economists 
still  disagree  widely  over  the  probable 
impact  of  the  new  tax-hike  and  spend- 
ing-cut  law.  Some  believe  that  the  bill 
virtually  guarantees  a  recession  during 
the  next  12  months;  others  think  that 
it  will  merely  reduce  economic  growth 
from  an  excessively  high  rate  to  a 
more  easily  sustainable  one,  unmarred 
by  runaway  price  inflation. 

Just  about  midway  between  current 
extremes  of  optimism  and  pessimism 
stands  an  estimate,  attributed  to  some 
Administration  economists,  that  en- 
visages a  tiny  1  %  growth  rate  in  "real" 
gross  national  product  (i.e.,  after  elim- 
inating the  effect  of  price  changes)  for 
the  next  12  months.  Representing,  as 
it  does,  a  sort  of  median  viewpoint,  I 
suspect  this  projection  has  a  good 
chance  of  becoming  the  "standard 
economic  forecast,"  which  usually  be- 
gins to  jell  soon  after  Labor  Day. 
Whether  a  1%  GNP  growth  rate 
would  be  tantamount  to  recession  is 
perhaps  mainly  a  question  of  seman- 
tics. The  1960-61  business  slowdown 
caused  a  1.5%  drop  in  real  GNP  and 
is  generally  described  as  a  recession, 
while  the  0.5%  real  growth  rate  of 
1966-67  has  been  dubbed  a  mini-re- 
cession. Perhaps  a  new  tag  could  be 
created  for  a  1%  expansion. 

What's  Ahead? 

But  whatever  the  label,  the  outlook 
for  a  cooler  economic  climate  is  not 
exactly  reason  for  enthusiasm.  On  the 
other  hand,  the  situation  has  some 
redeeming  aspects:  If  the  cooling-off 
process  should  threaten  to  get  out  of 
hand,  the  surtax  can  be  permitted  to 
expire  on  schedule  next  midyear. 
Meanwhile  new  budget  appropriations 
could  be  made  to  replace  the  cuts 
that  have  now  been  enacted.  Never- 
theless, it  seems  fairly  certain  that  for 
the  next  12  months  the  trend  of  over- 
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all  corporate  profits  will  be  nothing  to 
get.  "excited  about.  What  could  all 
this  mean  for  the  stock  market? 

One  important  thing  to  realize  in 
the  search  for  an  answer  is  that  in  the 
past  investors  have  usually  been  will- 
ing to  pay  higher  price/earnings  mul- 
tiples for  high-taxed  earnings  than  for 
low-taxed  earnings.  Another  is  that, 
historically,  average  price/ earnings 
multiples  have  tended  to  rise  when- 
ever the  trend  of  earnings  was  flat  or 
down,  probably  by  way  of  discounting 
in  advance  the  next  earnings  uptrend 
(which,  in  the  present  case,  might 
assert  itself  no  later  than  the  second 
half  of  1969).  If,  as  seems  likely,  this 
tendency  makes  itself  felt  once  again, 
the  possibility  of  a  contraction  in  after- 
tax corporate  earnings  during  the  next 
12  months  need  not  make  a  very 
serious  or  long-lasting  impact  on  the 
average  level  of  stock  prices. 

A  Limited   Downtrend 

There  is,  of  course,  an  obvious 
temptation  to  expect  something  similar 
to  the  1966  stock-market  collapse, 
which  was  attributable  in  part  to  antic- 
ipation of  a  full-scale  business  reces- 
sion and  a  deep  drop  in  corporate 
earnings.  As  it  turned  out,  per-share 
earnings  for  the  Standard  &  Poor's 
industrials  fell  nearly  14%  from  a 
peak  (still  unsurpassed)  in  the  second 
quarter  of  1966  to  a  low  of  $5.31  in 
the  first  quarter  of  1967.  Yet,  when 
that  earnings  trough  was  reached,  the 
price/earnings  multiple  for  the  S&P 
industrials  stood  at  18.2  times.  It 
strikes  me  as  doubtful  that  the  next 
low  in  the  cyclical  earnings  curve  will 
call  for  a  significantly  lower  valua- 
tion. On  this  basis,  another  14%  drop 
in  the  earnings  for  the  S&P  industrials 
— to  around  $5.10,  from  their  latest 
recovery  high  ($5.91  in  the  fiscal  1967 
quarter) — could  be  considered  fully 
discounted  at  an  index  level  of  about 
93,  or  some  16%  below  the  high  of 
last  month. 

Viewed  in  this  perspective,  the 
degree  of  earnings  shrinkage  experi- 
enced in  1966-67  should  occasion  no 
more  than  a  substantial  intermediate 
downtrend  this  time  rather  than  a 
1966-style  25%  bear  market.  Mean- 
while, however,  it  is  by  no  means  cer- 

*Mr.  Schulz  is  a  partner  in  the  New  York  Stock 
Exchange  firm  of  Wolfe  &  Co. 
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Support  for  a  Rally 

Moreover,  the  mutual  funds  today 
are  still  significantly  underinvested  and 
seem  to  be  searching  aggressively  for 
common  stocks  to  spend  their  surplus 
cash  on.  Any  significant  drop  in  the 
general  level  of  stock  prices  would  tend 
to  keep  the  funds'  cash  ratio  at  an  un- 
comfortably high  level,  more  so  be- 
cause the  public  will  probably  go  on 
pouring  hundreds  of  millions  of  dol- 
lars into  their  coffers.  Also  a  respect- 
able number  of  new  mutual  funds, 
many  sponsored  by  insurance  com- 
panies, will  be  entering  the  market  dur- 
ing coming  months,  while  other  insti- 
tutional investors  (pension  funds,  bank- 
managed  trust  funds,  etc.)  will  continue 
to  be  a  growing  source  of  competitive 
demand  for  common  stocks.  All  this 
potential  buying  power  has  this  year 
made  the  stock  market  a  unique  area 
of  monetary  ease;  it  can,  I  think,  be 
counted  on  to  keep  any  price  decline 
predicated  on  lackluster  earnings  pros- 
pects from  snowballing  into  a  bear 
market. 

Indeed,  as  this  column  goes  to  press, 
institutional  investment  demand  seems 
strong  enough  yet  to  support  a  summer 
rally  that  could  carry  the  major  price 
indices  to  new  1968  highs.  But  such 
a  rally  would  almost  certainly  he  very 
different  in  character  from  the  indis- 
criminate buying  stampede  of  April- 
May.  Speculative  exuberance  has  since 
subsided,  and  the  more  conservative, 
longer-term  investors  who  are  likely 
to  dominate  the  scene  for  some  time 
to  come  will  probably  place  major 
emphasis  on  established  quality  com- 
bined with  above-average  earnings 
prospects,  preferably  at  below-average 
price/ earnings  ratios.  Stocks  that 
seem  to  meet  these  criteria — such  as, 
for  example  Monsanto  (44),  W.R. 
Grace  (36),  and  Green  Shoe  (26) — 
could  give  a  good  account  of  them- 
selves even  during  an  intermediate- 
trend  reaction.   ■ 
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Repeat  Announcement: 

THE  RE-ACTIVATION  OF 
THE  TILLMAN  TRADER 

(A  Weekly  Bulletin  Selling  At  A  Cost  As  Low  As  $10 
And  Specializing  in  Fast-Acting  "Trading"  Stocks) 

We'd  like  to  do  you  a  favor.  It  is  a  favor  that  we  sincerely  believe  will  benefit  you 
in  this  period  of  hectic  stock  market  activity  and  heavy  trading  in  certain  popular 
stocks. 

We  have  resumed  publication  of  a  special  weekly  bulletin  service  that  for 
some  time  was  a  widely-accepted  "sister-service"  to  our  regular  basic  weekly 
service,  THE  TILLMAN  SURVEY. 
Subscribers  to  The  Tillman  Survey  will  continue  to  get  information  and  advice  in 
depth  on  a  whole  wide  range  of  stocks,  with  the  view  in  mind  that  each  single 
investor  wants  to  have  available  at  his  fingertips  recommendations  and  the  data 
to  back  up  his  decisions  on  buying  and  selling  stocks  suited  to  his  own  personal 
ambitions  in  life,  his  age,  income,  net  worth  and  taste  as  regards  either  speculation 
or  conservative  investment. 

This  service  will  go  on  bringing  all  of  this  wealth  of  valuable  assistance  to  many 

hundreds  of  investors  at  the  moderate  basic  cost  of  $65  per  year. 

However,  now  in  addition  to  this  extensive  basic  service — not  as  a  replacement, 

but  as  a  sort  of  supplementary  service  for  those  friends  of  The  Tillman  Survey 

who  want  more  of  the  fast-moving  type  of  stocks  known  as  "trading  stocks"  .  .  . 

WE  ARE  ONCE  AGAIN  MAILING  EACH  MONDAY 

TO  THOSE  WHO  REQUEST  IT  AND  PAY  FOR  IT 

A  UNIQUE  BULLETIN  SERVICE! 

This  bulletin  recommends  only  fast-action  stocks  and  sells  for  the  low,  low  fee  of  only  $10  for  two  months 
(or  $37.50  for  a  full  year).  You'll  find  an  order  form  below.  We'll  tell  you  in  a  moment  about  a  bonus 
Report  that  comes  to  you  free  of  extra  charge  with  a  subscription  now.  But  first: 

Who  Should  Tofce  A  Weekly  "Trader"  Bulletin  Service? 

Any  investor  who  wants  to  and  can  afford  to  take  the  risks  inherent  in  stocks  with  built-in  features  that 
make  them  candidates  for  fast  price  moves. 

When   Will  THE  TILLMAN  TRADER   Reach   You  Each   Week? 

The  "Trader  Service"  is  mailed  from  Providence,  R.  I.,  each  week  on  Monday,  either  first  class  mail  or 
air  mail,  as  you  request  it,  and  should  reach  you  in  a  day  or  two. 

What  IS  A   "Trading"  Stock? 

No  doubt  you've  noticed  that  leadership  in  the  stock  market  has  been  rotating  from  one  group  of  stocks 

to  another,  with  first  one  stock  and   then  another  stock  moving  upward,  then  standing  still  or  dropping 

back  while  another  stock  takes  its  place  as  a  new  leader. 

A  Trading  Stock,  in  its  simplest  form,  is  a  stock  that  is  bought  at  the  start  of  such  a  quick  upsurge  and 

then  sold  at  or  near  its  peak  for  a  fast  profit. 

Needless  to  say,  the  choice  of  trading  stock — and  the  timing  of  buy-and-sell  moves  is  an  imperfect  science. 

No  investment   advisor  can   unerringly   predict   the   course   of   stock   prices,   insure   profits   or   guarantee 

against  loss.  However,  experienced  analysts  with  an  eye  for  certain  tell-tale  clues  are  far  better  qualified 

to  spot  potential  trading  leaders  quickly  as  they  break  out  of  base-patterns  and  spurt  upwards  than  are 

most  investors. 

How  Many  Stocks   Are   In   Each   Issue? 

Approximately  10;  some  for  purchase,  some  for  short  sale.  Each  week  brings  a  new  list.  A  recommended 
action  price  is  given.  A  wider  action  range  is  indicated.  A  recommended  price  and  range  for  closing  out 
positions  is  also  given.  You  get  a  complete  set  of  "Golden  Rules  For  Traders." 

Will  The  Stocks  Be  Easy  To  Buy  And  Sell? 

Yes!  The  Tillman  Trader  will  stay  away  from  the  out-of-the-way,  very  low-priced  stocks  that  are  exotic 
but  also  can  be  hard  to  either  buy  or  sell  at  desired  prices  because  of  "thin"  markets.  Your  weekly  trading 
bulletin  will  recommend  only  stocks  that  your  broker  can  buy  or  sell  for  you  very  fast.  This  feature  is 
important,  we  feel,  when  dealing  with  stocks  that  are  capable  of  extremely  fast  price  action — stocks  you 
may  hold  only  a  few  days  or  a  few  weeks  in  some  cases ! 

What  Are  Some   of  The  Stocks   We   Are   Looking   At   Now? 

Our  analysts  are  probing  a  number  of  serious  candidates  for  the  Trader  Bulletin.  A  list  of  "10  Current 
Trading  Faverites"  will  be  ready  by  the  time  you  read  this. 

Will  You  Get  A  Bonus  When  You  Subscribe  Now? 

In  addition  to  your  regular  subscription  term,  you  will  get  with  your  order  now — free  of  extra  cost  as 
your  introductory  bonus — the  special  list  of  "10  Current  Trading  Favorites"  mentioned  above. 

Why  Should  You  Subscribe  For  a  One-Year  Term  Today? 

Because  of  expenses  involved  in  putting  your  name  on  our  subscribers  list,  a  two-month  subscription  costs 
you  $10.  However,  if  you  sign  up  now  for  a  full  year  the  next  10  months  cost  you  only  $2.75  apiece, 
or  a  total  of  $37.50. 

DURING  YOUR  SUBSCRIPTION  PERIOD 

THE  TILLMAN  TRADER  WILL  RECOMMEND 

BOTH    "BUYS"   AND   "SHORT   SALE"   CANDIDATES! 

Current  stock  market  action  makes  this  a  natural  time  for  trading  in  stocks,  so  long  as  you  want  to  and 
can  afford  the  extra  risk  involved  in  a  hunt  for  quick  price  moves.  Mail  your  subscription  today! 
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Can  professional 

management  help 

make  your 

$5,000  to  $50,000 

portfolio  grow 
as  fast  as  you  want? 


Whether  you  are  investing  in  common  stocks 
for  retirement  income,  children's  education 
or  freedom  from  financial  worry,  you  want 
your  money  to  grow  as  rapidly  as  possible. 
Yet,  perhaps  for  reasons  beyond  your  con- 
trol, you  may  find  your  capital  is  not  build- 
ing up  as  fast  as  you  expect  it  to. 

To  help  solve  this  very  problem,  investors 
in  more  than  55  countries  use  The  Danforth 
Associates  Investment  Management  Plan. 
The  professional  supervision  it  offers  can, 
we  believe,  work  to  balance  the  risks  of 
common  stock  investments  and  help  you 
better  achieve  your  capital  growth  goals. 

Find  out  how  you  may  begin  benefiting 
from  this  tested  plan  with  as  little  as  $5,000 
in  cash  or  securities.  For  a  free  copy  of  our 
42-page  descriptive  booklet,  including  a 
complete  10-year  "performance  record," 
simply  write  Dept.  B -3  3. 

the  Danforth  Associates 
Wellesley  hills,  Mass.,  u.s.a.  02181 

Investment  Management  •  Incorporated  1936 


NOW!  A  STOCK  OF  THE  WEEK  IN  EACH 

FTnTestors    i 
{intelligence! 

•  • 

Investors  Intelligence  is  one  of  America's 
most  widely  read  consensus  reports.  This 
unique  investment  service  is  a  comprehen- 
sive and  authoritative  summary  of  outstand- 
ing features  as  reported  by  leading  invest- 
ment services,  private  newsletters  and  the 
financial  press. 

Investors  Intelligence  combines  the  funda- 
mental and  technical  approaches  to  invest- 
ing. Each  issue  contains  a  P&F  chart  of  the 
Top  Ten  Stocks  with  fundamental  informa- 
tion and  advice. 

Published  every  other  Wednesday,  you 
get  our  editor's  fundamental  and  technical 
selection — two  stocks  selected  for  their  im- 
mediate profit  potential.  Other  features  in- 
clude a  Technical  Review  of  Low  Priced 
Stocks,  the  short  and  long  term  market 
outlook,  excerpts  from  the  leading  advisory 
services,  a  review  of  previously  recom- 
mended issues,  trend  analysis  by  industry 
groups  and  other  pertinent  information. 

A  most  popular  feature  reviews  the  Dow- 
Jones  Industrial  Average  chart  and  projects 
the  future  moves. 

TWO   MONTH  TRIAL— $5.00 

For  your  two  month  trial  subscription  (4 
complete  reports)  which  will  help  you  in  your 
investment  decisions  in  this  selective  market, 
send  only  $5.00  to  Dept.  F-47 

INVESTORS   INTELLIGENCE 

2  East  Awe.,  Larchr     it,  New  York  10538 

N.Y.  City  add  5%  N.Y.  State  2% 


THE  MARKET  OUTLOOK 

by  SIDNEY  B.  LURIE* 

The  Big  Three 


Traditionally,  this  is  the  time  of 
year  when  the  strongest  of  all  seasonal 
patterns — the  summer  rally — usually 
is  under  way.  And  the  history  of  past 
advances  from  a  June  low  that  fol- 
lowed a  high  recorded  in  May  is  quite 
impressive.  But  the  questions  to  which 
the  market  is  seeking  an  answer  are 
also  impressive,  which  means  the 
schedule  this  time  may  not  fit  the  pop- 
ular view.  In  particular,  I  think  the 
market  will  debate  three  broad  areas 
in  coming  weeks. 

One,  for  example,  involves  the  ex- 
tent to  which  inflationary  expectations 
may  be  "cooled"  by  passage  of  the  tax 
bill.  While  it  can  be  argued  that  com- 
mon stocks  afford  long-term  protec- 
tion against  erosion  of  the  purchasing 
power  of  the  dollar,  I  suspect  the 
widespread  belief  that  this  spells  a 
one-way  street  is  about  to  be  tested. 
For  one  thing,  sustained  improvement 
in  the  bond  market  plus  obvious  evi- 
dence that  past  fiscal  restraints  are 
slowing  our  economic  growth  could 
lead  to  at  least  a  temporary  change  in 
psychology.  Second,  the  coming  news 
background  may  be  less  "inflationary," 
for  finished-goods  prices  are  under 
the  pressure  of  competition  arising 
from  a  manufacturing  plant  that  is 
still  operating  below  capacity. 

Stability  Is  Preferred 

In  addition,  if  I  am  correct  in  be- 
lieving that  the  economy's  rate  of 
growth  will  slow  in  coming  months, 
the  tax  increase  may  raise  fears  with 
respect  to  the  threat  of  "overkill."  For 
my  own  part,  however,  I  take  a  more 
relaxed  view  of  this  particular  area  of 
debate.  By  the  fourth  quarter,  con- 
sumers should  have  digested  the  tax 
increase  and  our  nation's  monetary 
policy  presumably  will  be  much  less 
restrictive  than  it  is  now.  Further- 
more, a  $6-billion  reduction  in  govern- 
ment spending  is  unlikely  to  occur 
overnight,  and  the  fall  and  winter 
months  will  have  the  stimulus  of  new 
automobile  models  as  well  as,  perhaps, 
peace  in  Vietnam.  On  balance,  the 
market  should  be  willing  to  "look 
over"  any  short-term  plateau  in  the 
belief  that  stability  is  preferable  to  an 
overheated  economy  whose  progress 
is  unsustainable. 

The  third  big  area  of  debate,  which 
will  be  clarified  in  coming  weeks,  re- 


volves around  the  matter  of  whether 
the  institutional  investor  will  be  as 
strong  a  stock-price  stimulant  as  is 
-  popularly  believed.  In  this  connection, 
there's  little  question  but  that  the  pur- 
chase of  senior  securities  is  not  an 
overly  acceptable  medium  to  the  new 
generation  of  security  buyers.  Nor  is 
there  any  question  but  that  an  attempt 
to  achieve  "performance"  has  become 
the  chief  objective  of  all  professional 
money  managers. 

Yet,  I  rather  doubt  that  the  institu- 
tional investor  can  be  counted  on  as  an 
automatic  or  always  aggressive  source 
of  common-stock  demand.  As  I  see  it, 
the  new  supply/ demand  situation  is 
more  likely  to  be  reflected  in  intensified 
issue  selectivity  than  in  an  overpower- 
ing rush  to  invest  idle  cash. 

Thus,  it  seems  to  me  that  a  shift  in 
issue  emphasis  could  be  the  feature 
of  the  next  market  phase.  Not  just 
"away"  from  recent  highfliers  to  so- 
called  more  traditional  stocks.  In  my 
opinion,  this  is  an  oversimplification 
which  obscures  the  fact  that  there 
already  have  been  major  advances  in 
individual  companies  and  industries 
that  were  not  on  last  winter's  finan- 
cial-page headlines.  In  addition,  it 
overlooks  the  fact  that  above-average 
attention  can  only  be  caught  by  a 
special  story  that  can  be  translated  into 
above-average  dynamics.  And  this  isn't 
necessarily  synonymous  with  corpor- 
ate size  or  tradition.  There  are,  how- 
ever, a  number  of  individual  issues 
and  areas  that  can  capture  special 
interest  in  coming  weeks. 

One,  for  example,  is  the  so-called 
"money  stocks,"  on  the  basis  that 
money  is  a  commodity,  the  demand 
for  which  is  likely  to  grow  even  faster 
than  our  population.  Meanwhile,  lend- 
ing margins  should  improve  from  here 
out  in  line  with  the  probability  that 
the  interest-rate  cycle  has  changed. 
With  this  year's  earnings  likely  to  bet- 
ter 1967  results,  such  companies  as 
CIT  Financial  (around  42,  paying 
$1.80),  General  Acceptance  (around 
40,  paying  $1.40)  and  Walter  E. 
Heller  (under  16,  paying  60  cents) 
could  be  interesting. 

Another  is  the  tire  business,  a  cycli- 
cal industry  with  a  new  claim  to  fame 
as  a  result  of  a  basically  stronger  sup- 

*Mr.  Lurie  is  a  partner  in  the  New  York  Stock 
Exchange  firm  of  Josephthal  &  Co. 
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METHOD   IS  NOW  ON 
ELECTRONIC  COMPUTER 

(VERS  All  NYSE  AND  ASE  STOCKS-Giving 
-o:  Full  Nome  of  Stock  •  Reference  Point  (last 
Entry  On  Chart)  •  Recordable  Price  Changes 
•Viily  Price  Changes)  •  Buy  or  Sell  Signals 
Price  Objectives  •  Stop-loss  Points  •  Relative 
jStrength  Figure 

Now  after  two  full  years  of  programming  for 
the  electronic  computer,  you  will  be  <xb!°  to 
receive  each  week  the  all  new  12  page  Chart- 
craft  Weekly  Service  by  Electronic  Computer. 
The  complete  Chartcraft  Method  of  Point  and 
Figure  Trading  has  been  programmed  and  we 
can  now  give  to  our  subscribers  highly  accu- 
rate, complete,  and  timely  3  box  reversal  point 
and  figure  information. 

You  get  clear  unhedged  advice  when  you 
subscribe  to  the  Chartcraft  Weekly  Service. 
We  may  not  be  right  all  the  time,  but  you 
don't  have  any  "its.  ands  or  buts"  when  we 
tell  you  the  market  is  going  up  or  down.  You 
can  compare  your  holdings  to  our  weekly  re- 
ports to  see  price  objectives  and  stop-loss 
points — buy  and  sell  signals.  See  what  the 
P&F  charts  say  about  your  stocks. 

Chartcraft  Is  one  of  the  largest  Point  and 
Figure  Service  Publishers  in  the  country,  serv- 
ing both  the  trader  and  investor  with  precise 
market  information  for  over  21  years. 

4  WEEK  TRIAL  AND  CHARTCRAFT 
METHOD   SOOK  ONLY   SI 2.50 

When  you  take  a  4-week  $12.50  trial  to  the 
Chartcraft  Weekly  Service  we  will  also  send 
you  as  a  bonus  by  First  Class  Mail,  the  128- 
page  best  selling  Chartcraft  Method  book.  This 
book  regularly  sells  for  $3.95.  Just  send  your 
check  today  —  $12.50  for  a  4-week  Trial  —  to 
CHARTCRAFT.  INC..  Dept.  F-165.  1  West 
Ave..    Larchmont.    N.Y.    10538. 

N.Y.  City  add  5%  Tax.   N.Y.  State  2%. 
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ply/ demand  equation  than  almost  ever 
before  in  history.  Furthermore,  the 
excellent  domestic  sales  outlook  is 
complemented  by  the  fact  that  the 
European  tire  markets  are  growing 
even  faster  than  the  U.S.  tire  market. 
My  particular  favorite  among  the 
majors  has  been  Goodyear  Tire  & 
Rubber  (around  54,  paying  $1.35), 
the  leader  in  the  development  of  the 
Polyglas  tire,  which  will  have  increas- 
ing acceptance  on  the  1969  cars. 

Still  another  area  of  special  inter- 
est might  be  a  major  chemical,  such 
as  Monsanto  (around  44,  paying  $1.60 
plus  stock),  a  company  whose  earn- 
ings trend  has  turned  upward  as  a 
result  of  better  demand  and  higher 
prices  for  its  synthetic  fibers,  which 
contribute  27%  of  sales.  While  all 
Monsanto  divisions  aren't  prospering, 
the  balance  of  this  diversified  business 
appears  to  have  swung  to  the  construc- 
tive side.  In  my  opinion,  1969  could 
be  an  even  better  year  than  1968, 
which  should  be  some  5%  better  than 
1967  profits  of  $2.98  per  share. 

Electronics  Growth  Stock 

There  are  several  interesting  aspects 
to  Consolidated  Electronics  Industries 
(around  42,  paying  $1).  Philips  Elec- 
tronics &  Pharmaceutical  (the  com- 
pany's 60% -owned  subsidiary,  which 
accounts  for  about  45%  of  total 
sales)  appears  to  have  entered  a  new 
phase  of  its  growth.  Second,  al- 
though Consolidated  Electronics  on 
its  own  represents  what  might  be 
termed  an  electrical  and  electronic- 
component-parts  supplier  whose  pros- 
perity is  primarily  dependent  on  popu- 
lation growth  and  new-product  de- 
velopment, the  company  does  have 
divisions  with  interesting  growth  pos- 
sibilities. For  the  full  year,  I  believe 
Consolidated's  earnings  will  be  in  the 
area  of  $3  per  share  vs.  $2.81  in  1967. 

It  is  interesting  to  recall  that  there 
was  a  minor  reaction  when  the  stock 
exchanges  instituted  shortened  trading 
hours  last  August — the  market  rose 
to  a  new  high  in  September.  This 
was  followed  by  noticeable  price 
weakness  until  mid-November,  which 
gave  way  to  a  smart  year-end  rally. 
When  abbreviated  trading  sessions 
were  reinstated  in  February  of  this 
year,  the  reaction  that  had  been  under 
way  since  early  January  gained  mo- 
mentum and  was  climaxed  by  an 
historic  low  in  March.  While  condi- 
tions peculiar  to  the  background  of 
these  two  earlier  periods  were  a  con- 
tributing influence,  history  suggests 
that  abbreviated  trading  sessions  can 
point  up  existing  vulnerabilities.  This 
is  the  reason  that  I  started  my  column 
by  listing  the  areas  of  debate  that 
could  develop  in  connection  with  to- 
day's environment.  ■ 


Telegr»owtIi™ 

BABSON'S 

NEW  TELEGRAPHIC 

AGGRESSIVE  GROWTH 

PORTFOLIO  SERVICE 


TELEGROWTH  is  the  result  of  requests 
from  regular  Babson  clients  and  other  in- 
vestors who  have  expressed  a  desire  to 
speculate  "on  the  side"  with  a  portion  of 
their  funds  without  materially  disturbing 
their  basic,  long-range  investment  plans. 
As  its  name  implies,  TELEGROWTH  is  de- 
signed to  be  a  very  closely  supervised 
high-performance,  high-risk,  growth  port- 
folio service  with  buy  and  sell  advice 
flashed  to  clients  by  telegram. 

Briefly,  here  is  how  TELEGROWTH  works: 

1  Babson's  specially  appointed  Aggres- 
sive Investment  Committee  has  set  up  a 
master  model  TELEGROWTH  portfolio 
service  with  only  one  investment  objec- 
tive in  mind  —  substantial  capital  growth 
in  the  shortest  possible  time.  Securities 
selected  for  your  TELEGROWTH  portfolio, 
although  likely  to  be  speculative  in  nature, 
will  be  carefully  researched  and  actively 
supervised  in  an  all-out  effort  to  obtain 
maximum  performance. 

2  If  you  decide  to  subscribe  to  TELE- 
GROWTH, we  will  mail  you  YOUR 
MASTER  MODEL  TELEGROWTH  PORT- 
FOLIO as  it  stands  on  that  day,  along 
with  complete  instructions.  You  will  then 
build  your  own  TELEGROWTH  portfolio 
by  buying,  through  your  broker,  each  of 
the  recommended  TELEGROWTH  stocks 
in  proportion  to  the  total  capital  you  are 
willing  to  commit  to  such  a  venture. 

3  In  striving  for  maximum  performance, 
Babson's  Aggressive  Investment  Commit- 
tee will  keep  your  master  model  TELE- 
GROWTH portfolio  under  continuous, 
close  supervision.  They  wiil  notify  all 
TELEGROWTH  clients  of  recommended 
new  purchases  and  sales  by  telegram. 

The  annual  fee  for  TELEGROWTH  is  $240. 

It  should  be  clearly  understood  that  we 
recommend  TELEGROWTH  only  to  inves- 
tors whose  personal  circumstances  and 
investment  outlook  permit  them  to  allo- 
cate a  portion  of  their  funds  to  a  frankly 
speculative,  but  diligently  supervised  ven- 
ture. If  you  are  among  this  group,  how- 
ever, we  feel  confident  that  you  would  do 
well  to  add  TELEGROWTH  as  a  specula- 
tive supplement  to  your  present  long- 
range  investment  program.  For  complete 
information  on  TELEGROWTH,  simply  mail 
this  coupon. 


Please  send  me  complete"  details  on  TELE- 
GROWTH, Babson's  new  Telegraphic  Growth 
Portfolio  Service. 

Name 


Street  &  No.. 


City- 


.State- 


-Zip- 
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BABSON'S  REPORTS  Inc. 

WELLESLEY  HILLS,  MASS.  02181 
DEPT.    F-259 
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T.RQWE  PRICE 
GROWTH  STOCK 
A  FUND,  INC. 

£-2si/T>^)  Esl.  I9S0 

A  NO-LOAD  FUND 

Investing  in  stocks 

carefully  selected  for  long  term 

growth  possibilities 

Individuals  &  institutions 
are  invited  to  request  free  prospectus 

NO  SALES  CHARGE 

Self-Employed 

Retirement  Plan 

(Keogh  Act) 

Available 


|    T.  Rowe  Price  Growth  Stock  Fund,  Inc. 

I    One  Charles  Center,  Dept.  B 
Baltimore,  Md.  21201  Phone  (301)  539-1992 

I    Name , 

I  Address __ . 
I* 


455 

CONVERTIBLES 

278  convertible  bonds  and 

177  convertible  preferred  stocks 

now  currently  traded  can  be  ignored  by 
an  investor  only  to  his  own  detriment.  In 
many  cases  an  intelligently  selected  con- 
vertible can  sharply  limit  risk  on  the  down- 
side, while  providing  just  as  much  appre- 
ciation as  the  common  on  the  upside. 

Let  our  R.  H.  M.  Convertible  Survey- 
one  of  the  largest  convertible  services  in 
the  country,  and  subscribed  to  by  bankers, 
brokers  and  institutions  throughout  the 
investment  world — tell  you  the  whole 
story  of  the  convertible  bond  and  con- 
vertible preferred  stock  and  outline  a 
method  by  which  you  can  profit  from 
the  455  convertibles  currently  traded. 

A  valuable  descriptive  folder  is  avail- 
able to  you  free  on  request  and  will  be 
sent  without  any  obligation.  Just  mail  this 
ad  with  your  name  and  address  to  "Con- 
vertibles" Dept.  F-27,  R.H.M.  Associates, 
220  Fifth  Ave.,  New  York,  N.Y.  10001. 
Send  today! 


MARKET  TIMING  and 
STOCK  SELECTION 

by  POINT  and  FIGURE  technique 

This  method  of  market  analysis  builds  your 
independent  judgment  in  helping  to  select 
the  right  stocks  at  the  right  time.  Widely 
used  by  professional  traders  and  investors 
in  their  market  operations. 

FREE  ON   REQUEST 

Literature  on  Figure  Charts  of  Stocks  and 
Commodities  ...  a  daily  or  weekly  price 
change  service  .  .  .  and  instruction  material. 
All  will  be  sent  free  on  request.  Just  write 
for  Portfolio  F-98. 

MORGAN.    ROGERS    &    ROBERTS,    Inc. 
150  Broadway       •       New  York  38,  N.Y. 


The  Funds 


ABOUT  FACE 

If  your  trusted  life  insurance  agent 
has  suddenly  begun  to  extol  the  vir- 
tues of  the  hated  mutual  funds,  don't 
be  surprised.  More  and  more,  the 
American  consumer  has  become  dis- 
enchanted with  life  insurance  as  a 
means  of  savings,  and  the  life  insur- 
ance companies  have  recently  begun 
to  recast  themselves  into  holding  com- 
panies with  both  insurance  and  mutual- 
fund  subsidiaries  to  meet  the  challenge. 

Whether  the  life  agent  will  really  be 
able  to  bring  himself  to  sell  funds  is 
a  different  matter.  Animosity  between 
life  insurance  salesmen  and  mutual- 
fund  salesmen  is  historic.  As  recently 
as  last  year,  life  agents  were  still  being 
trained  to  answer  a  customer's  ques- 
tion about  mutual  funds  with  the 
warnings:  "Just  wait  'til  the  depres- 
sion," or  with  the  half  truth  about 
fund  contractual  plans  paid  with  term 
insurance,  "When  you  die,  your  wife 
doesn't  get  the  money — the  fund  does." 
That's  true,  but  your  wife  gets  the 
fund  shares.  Also  anathema  to  the  life 
insurance  agent  was  the  mutual-fund 
man's  appeal:  "Buy  term  and  invest 
the  difference."  Many  life  men  lost 
lucrative  whole-life  commissions  to 
this  logic. 

Matter  of  Faith.  The  midstream 
conversion  of  life  agents  therefore 
may  be  a  formidable  task.  "The  life 
insurance  agent  has  been  indoctri- 
nated," admits  chartered  life  under- 
writer Marvin  D.  Gill,  an  aggressive 
Philadelphia  life  insurance  agent  who 
finally  sought  out  a  fund  relationship 
after  fruitlessly  waiting  one  year  for  his 
home  office  to  get  into  funds.  "I  know 
very  successful  life  agents  in  Philadel- 
phia who  are  making  $40,000  to  $60,- 
000  a  year,  but  who  don't  own  a  single 
equity  and  don't  believe  in  them." 

Equity  Funding's  Chairman  Michael 
Riordan,  one  of  the  first  to  pioneer  a 
mutual-fund  and  life-insurance  pack- 
age nine  years  ago,  states  the  case 
flatly:  "I  would  rather  develop  a  new 
sales  force  than  spend  the  rest  of  my 
life  changing  old  habits."  George  Put- 
nam of  the  Putnam  Funds  concurs. 
"I  would  rather  train  a  mutual-fund 
salesman  to  sell  life  insurance,"  he 
says,  "than  vice  versa." 

Marvin  Raff,  executive  vice  presi- 
dent of  Grunberg,  Bellomo,  Kaufer, 
Raff  &  Co.,  a  New  Jersey  brokerage 
house,  has  retrained  many  life  insur- 
ance agents  to  sell  funds,  but  he  insists 
on  the  need  to  choose  only  the  bright- 
est men.  He  says,  "The  first  thing  we 
tell  them  is  'Forget  the  word  guaran- 
teed.' Next,"  he  goes  on,  "you  must 
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push  the  agents,  no  matter  how  suc- 
cessful they  have  been,  to  think  in 
terms  of  larger  dollar  amounts.  Where 
an  agent  was  doing  well  if  he  got  a 
$2,000  annual  premium,  in  funds  it  is 
entirely  possible  to  get  $25,000  to 
$50,000  lump-sum  investments."  Many 
of  the  agents,  he  says,  simply  won't 
believe  that  their  old  clients  have  such 
sums  available.  They  forget  that  they 
are  not  selling  an  expense,  which  in- 
surance really  is,  but  an  investment. 

"The  funds  are  actually  easier  to 
sell,"  says  Raff.  "With  insurance  it's 
all  bang-bang,  hammering  away  at  a; 
customer's  fears.  And  then  there  is 
price  competition,  too,  with  a  customer 
telling  you  he  could  get  a  term  policy 
cheaper  from  somebody  else.  With 
funds,  however,  it's  all  greed.  There's 
just  no  customer  resistance."  "The 
mutual-fund  tail,"  quips  Equity's  Rior- 
dan, "wags  the  insurance  dog." 

Side  by  Side.  The  prospect  of  in- 
vasion by  hordes  of  insurance  men  is 
greeted  differently  by  the  fund  men. 
"The  insurance  companies,"  says  Rior- 
dan, "will  be  afraid  to  downplay  their 
cash-value  policies,  which  are  the 
source  of  their  vast  assets.  It  will  take 
two  to  four  years  for  them  to  make  any 
dent.  It  took  us  years  to  develop  the 
2,000  men  we  have  now.  It's  a  concep- 
tual thing."  Whether  the  life  insurance 
agent,  as  an  already  polished  salesman 
of  intangibles,  can  make  the  change 
to  selling  mutual  funds  is  the  big  ques- 
tion. Trusting  agents  more,  Raff  is 
more  optimistic.  "When  they  get  go- 
ing," he  says,  "they  will  probably  sell 
more  mutual  funds  in  a  few  years  than 
the  entire  securities  industry  sold  over 
the  last  25  years." 

If  the  life  insurance  men  prove 
flexible  enough  to  embrace  the  funds 
after  years  of  rivalry,  they  will  truly 
show  their  salesmanship.  They  will 
also  have  exhibited  one  of  the  most 
monumental  examples  of  thought  con- 
trol that  the  Free  World  has  ever  seen. 
As  one  despairing  fund  salesman 
moaned:  "When  Prudential  starts 
climbing  the  porches,  we're  all  lost." 
One  thing  is  for  sure.  If  insurance 
companies  and  their  agents  ever  suc- 
cessfully resolve  their  internal  con- 
flicts, the  mutual-fund  industry  could 
grow  by  geometric  progression.  And 
as  a  side  note,  not  to  be  dismissed 
lightly,  so  will  the  headaches  at  the 
SEC,  which  is  already  nervous  about 
the  effect  of  the  funds  on  the  securi- 
ties markets. 

BENEFIT  OF  HINDSIGHT 

The  latest  aspect  of  mutual  funds  to 
come  under  Securities  &  Exchange 
Commission  scrutiny  is  "backward 
pricing."  This  is  the  practice  by  which 
a  fund  salesman  gives  you  a  slight  bar- 
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gain  by  selling  you  shares  in  a  fund 
today  at  yesterday's  net  asset  value, 
minus,  of  course,  his  commission.  The 
SEC  last  month  proposed  an  end  to 
the  practice. 

Most  funds  now  "•price"  their  shares 
twice  a  day.  If  you  buy  a  fund  in  the 
morning,  you  pay  according  to  the  net 
asset  value  as  of  the  close  of  the  market 
the  night  before.  If  you  buy  in  the 
afternoon,  you  pay  the  price  as  cal- 
culated at  noon. 

Theoretically  you  could  get  a  leg 
up  through  backward  pricing.  The 
market  is  rising  and  you  can  buy  your 
shares  at  yesterday's  prices.  You  gain 
at  the  expense  of  the  other  owners  of 
the  fund,  whose  shares  are  slightly  di- 
luted in  value. 

The  theory  didn't  make  much  differ- 
ence before  the  performance  funds, 
since  the  price  differences  of  shares 
from  day  to  day  weren't  worth  the 
trouble.  Now.  however,  things  are  dif- 
ferent. "Three  years  ago."  says  one 
SEC  man,  "the  possibility  of  dilution 
and  speculation  in  funds  because  of 
backward  pricing  was  almost  nonexis- 
tent. On  a  day-to-day  basis,  a  fund's 
net  asset  change  was  in  the  pennies. 
But  today,  with  the  performance  funds, 
the  daily  change  can  be  significant.  The 
mutual-fund  investor  is  becoming  more 
and  more  sophisticated,  and  today's 
mutual  funds,  unlike  those  of  a  few 
years  ago.  are  bought,  not  sold." 

Sold  Out.  One  example  of  what  can 
occur  happened  to  the  Hartwell  & 
Campb.'ll  Fund  in  early  April.  That 
fund  is  a  closely  watched  performance 
fund  which  at  that  time  was  also  a 
no-load  fund.  The  day  after  Presi- 
dent Johnson  announced  that  he  would 
noi  seek  re-election,  there  was  a  tre- 
mendous rally  in  the  market,  and  the 
net  asset  value  of  the  H&C  Fund  went 
to  Si 5.75  a  share.  Yet,  the  fund  could 
be  bought  at  SI  5.32.  the  closing  price 
of  the  day  before.  More  than  SK  mil- 
lion worth  of  the  H&C  Fund  was  sold 
in  that  one  day.  But  at  least  S2  million 
of  that  money  was  there  just  to  reap 
the  benefits  of  backward  pricing  and 
had  left  the  H&C  Fund  within  a  week. 
This  not  only  meant  dilution  for  the 
holders  of  the  S38-million  fund  but 
also  that  President  John  Hartwell  had 
sold  all  the  shares  authorized  until  a 
new  offering  could  be  sent  through  the 
SEC.  "I'm  all  for  forward  pricing," 
says  Hartwell.  "What  happened  to  us 
wouldn't  have  happened  at  all  if  it 
weren't  for  backward  pricing." 

Many  fundmen  hope  that  backward 
pricing  is  retained,  since  it  is  one  more 
tool  for  the  mutual-fund  salesman.  But 
trying  to  clip  a  few  dollars  with  back- 
ward pricing  detracts  from  the  purpose 
of  an  investment  in  mutual  funds, 
which  ordinarily  only  makes  sense  in 
terms  of  many  years.  ■ 


Interested  in 
tax-free  income? 

Consider: 


SERIES  EIGHTEEN 

■  It  consists  of  an  $8,000,000  portfolio  of  interest- 
bearing  public  bonds,  diversified  among  28  issues 
in  19  states.  ■  In  the  opinion  of  counsel,  interest 
from  this  fund  is  totally  exempt  from  all  federal  in- 
come taxes. 

JOHN  IMUVEEN  &  CO.ono 

209  So.  LaSalle  St.,  Chicago,  III.  60604  (312)  Financial  6-2500 

Please  send  me,  without  cost  or  obligation,  information  on  the 
Nuveen  Tax-Exempt  Bond  Fund,  Series  18. 


=    NAME_ 


ADDRESS. 
CITY_ 


F7-15  = 


MONEY 

GROWS  FASTER 

IN  MEXICO 

Contact  us,  without  obli- 
gation, for  complete  infor- 
mation  on  investment 
opportunities  in  Mexico. 
Supervised  investment  ac- 
counts can  yield  secure 
monthly  income  as  high 
as  10.5%  net.  Also  offer 
unusual  possibilities  for 
capital  growth. 

The  Mexican  financial 
climate  is  good  for  your 
wealth. 

mexletter 

Investment  Counsel 
Hamburgo  165,  Mexico  6,  D.  F. 


BOSTON  EDISON 
COMPANY 

Common  Dividend  No.  317 

A  quarterly  dividend  of  52c  per 
share  on  the  Common  Stock  of 
the  Company  has  been  declared 
payable  on  the  first  day  of 
August  1968  to  stockholders  of 
record  at  the  close  of  business  on 
July  10,  1968. 

Preferred  Dividend 
A  quarterly  dividend  of  $1.06  per 
share  has  been  declared  payable 
on  the  first  day  of  August  1968 
to  stockholders  of  record  at  the  j 
close  of  business  on  July  10, 
1968  of  the  Company's  Cumu- 
lative Preferred  Stock,  4.25% 
Series. 

Preferred  Dividend 
A  quarterly  dividend  of  $1.19  per 
share  has  been  declared  payable 
on  the  first  day  of  August  1968 
to  stockholders  of  record  at  the 
close  of  business  on  July  10, 
1968  of  the  Company's  Cumu- 
lative Preferred  Stock,  4.78% 
Series. 

Checks  will  be  mailed  from 
Old  Colony  Trust  Company, 
Boston. 

JOSEPH  P.  TYRRELL        j 
Vice  President  and  Treasurer 

Boston.  June  24,  1968 
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(Continued  fro  i  page  10) 

panies,"  which  we  certainly  were  not.  To 
the  contrary,  we  showed  solid  20% -50% 
increases  in  sales  and  earnings  each  year 
before  we  were  acquired. 

It  is  unfortunate  that  Schlumberger 
management  did  so  poorly  in  operating 
their  acquisitions  that  they  feel  it  neces- 
sary to  excuse  their  showing  by  labeling 
them  "doggy." 

— J.C.  BOCNSHAFT 

President, 
Bafco  Inc. 
Southampton,  Pa. 

Can  They  Make  the  Grade? 

Sir:  Not  infrequently  MBAs  (Forbes, 
June  15)  spurn  offers  from  large  cor- 
porations because  it  takes  "too  long"  to 
reach  the  top,  scarcely  knowing  that 
they  may  not  even  have  what  it  takes 
to   get   there. 

—Don  A.  Chan,  MBA  '69 
Columbia  Business  School 
New  York,  N.Y. 

Albatross  Revisited 

Sir:  Your  June  15  "Faces  Behind  the 
Figures"  coverage  of  United  Shoe  Ma- 
chinery Corp.  could  have  been  more 
meaningful   if  you   had   interpreted   the 


situation  in  a  more  accurate  manner. 

There  can  be  little  question  that  his- 
torically the  corporation  has  enjoyed  a 
large  share  of  the  shoe-machinery  mar- 
ket. However,  share  of  market  in  itself 
does  not  constitute  monopoly,  for  mon- 
opoly is  the  ability  to  control  prices  and 
prevent  competition.  Clearly,  since  1955, 
as  substantiated  by  the  findings  of  Judge 
Wyzanski  in  the  District  Court,  USM  has 
completely  complied  with  his  decree  de- 
signed to  eliminate  any  ability  to  control 
prices  or  prevent  competition.  Our  share 
of  the  industry's  machinery  revenue  has 
fallen  from  85%  to  62%.  Fortunately, 
our  growth  through  diversification  has 
restructured  United  Shoe  Machinery  so 
that  our  domestic  shoe-machinery  busi- 
ness currently  constitutes  only  15%  of 
our  total  business. 

Reflecting  on  the  $4.2  million  in  out-of- 
pocket  legal  costs,  not  to  mention  man- 
agement time,  I  feel  that  if  antitrust 
litigation  is  the  inevitable  end  result  of 
business  success,  your  description  of  it 
looking  more  like  an  albatross  than  a  gold 
medal  is  indeed  correct. 

— Herbert  W.  Jarvis 
President, 
United  Shoe  Machinery  Corp. 
Boston,  Mass. 

The  Best  Answer 

Sir:  Your  comment  on  "Big  Shots' 
Mail"  (Forbes,  May  1)  began  with  the 
right  premise — an  intelligent  secretary. 
But  the  solution  is  not  to  send  a  curt 


response.  The  best  solution  is  to  use  that 
intelligent,  capable  secretary  to  answer 
what's  overflowing  the  in-box.  Tell  her 
what  to  say  and  let  her  compose  a  reply 
for  her  boss'  signature,  or  give  her  the 
authority  to  draft  a  reply  and  have  her 
create  a  form  letter  to  answer  frequently 
asked,  similar  queries.  These  "shortcuts" 
take  no  more  of  the  busy  executive's 
time,  but  provide  a  gracious  and  mean- 
ingful reply. 

— Ann  Merker  Gold 
Editor, 
Today's  Secretary 
TVew  York,  N.Y. 

The  Perfumed  Air 

Sir:  We  refer  to  the  box  entitled  "The 
Air  Is  Stale  in  the  Cigar  Business"  in 
your  May  15  issue. 

Excuse  our  prejudice,  but  we  think  the 
air  is  fairly  fragrant  in  our  business.  We 
enclose  a  copy  of  an  official  report  com- 
piled by  the  Commissioner  of  Internal 
Revenue  indicating  that  tax  collections 
from  cigar  manufacturing  have  been  rea- 
sonably progressive  over  the  years.  These 
figures  would  tend  to  refute  your  state- 
ment that  consumption  has  declined  11% 
since  1964.  I  cannot  claim  to  be  engaged 
in  a  space-age  industry,  but  our  earnings 
have  increased  steadily  during  the  60 
years  since  the  inception  of  our  corpora- 
tion. 

— Henry  M.  Douglass 
Havatampa  Cigar  Corp. 
St.  Petersburg,  Fla. 
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Over  65,000  Latest  Investment 
Facts  about  more  than  2,250 
Listed  Stocks. 

Alphabetically  Indexed  tor 
Quick  Reference. 

Most  Concise,  Complete  Guide 
to  Stock   Values   Available. 

Prepared  by  the  trained  staff 
of  FINANCIAL  WORLD  which 
has  been  supplying  investors 
with  business  and  financial 
facts  and  guidance  for  over  65 
years. 

VALUABLE  ADDED  FEATURE: 
Adjusted  Earnings,  Price  Range, 
Dividends,  etc.  of  LIFE  INSUR- 
ANCE STOCKS.  Vital  but  hard- 
to-find  facts  and  figures  on  this 
important  group. 


To  Judge  Stock  Values  Best...  Get  This  Amazingly  Useful  Volume 


FINANCIAL  WORLD'S  1968 

INVESTOR'S  FACT  BOOK 

352  PAGES  OF  USEFUL  INFORMATION 


STILL  ONLY  $5 

or  get  it  as  a  BONUS  with  offer  below 

There  is  no  substitute  for  the  facts  in  making  the 
most  successful  investment  decisions.  And  .  .  . 

.  .  .  nowhere  but  in  the  STOCK  FACTOGRAPH 
Manual  will  you  get  so  many  facts  and  figures 
about  so  many  companies  and  their  stocks  for 
so  little  cost! 

Here  is  the  information  you,  as  an  investor, 
should  have  for  accurate  evaluation  of  the 
stocks  you  own  or  plan  to  buy.  Judging  by  the 
tremendous  advance  demand,  which  has  ex- 
ceeded that  of  all  53  previous  editions,  no  source 
book  of  basic  investment  guidance  is  more  wide- 
ly and  regularly  consulted. 

The  STOCK  FACTOGRAPH  MANUAL 
Tells  You  Each  Company's: 

•  Background  •  Mergers 

•  Financial  position  •  Stock  Splits 

•  Sources  of  revenue        •  Ratios 

•  Dividend  record  •  Book  value 

•  8  years'  earnings  •  New  developments 
record  •  Outlook 

.  .  .  and  also  FINANCIAL  WORLD'S  own  expert 
opinion  on  future  growth  and  earnings  pros- 
pects, good  and  bad  points. 


ACT  QUICKLY— Only  One  Limited  Edition 

Send  $5  for  your  copy  of  the  STOCK  FACTO- 
GRAPH MANUAL  or  get  it  as  a  BONUS,  with 
a  6-month  trial  subscription  to  Financial  World's 
comprehensive  4-part  investment  service:  26 
weekly  issues  of  Financial  World  ...  6  monthly 
supplements  of  "Independent  Appraisals"  of  up 
to  1900  stocks  .  .  .  and  Advice-by-Mail  as  often  as 
once  a  week  on  any  listed  stock  that  interests 
you  at  the  time  ...  all  for  $13.50. 

Additional  savings:  all  the  above  services  for  one  year  at  $24. 

Take  your  choice,  but  send  your  order 

at  once  to  insure  delivery  without  delay. 

30-DAY   MONEY-BACK    GUARANTEE 

FINANCIAL  WORLD,  Dept.  FB-715 

17  Battery  Place.   New  York.  N.  Y.  10004 

For  payment  enclosed,  please  enter  my  order 

for  the  following: 

copies  of  1968  "STOCK  FACTOGRAPH" 

Manual  at  $5  each. 

n  6-months'  trial  subscription  to  FINANCIAL 
WORLD'S  4-part  service  including  1968 
"Factograph"— all  for  $13.50. 

D  1-year  subscription  to  the  4-part  service,  in- 
cluding 1968  "Factograph"  at  only  $24. 


Name 

Address 

City 


State Zip. 

(This  subscription  is  not  assignable.) 


10 


FORBES,  JULY  15,  1968 


Southern  California 
Edison  Company 

DIVIDEND 


The  Board  of  Directors 
has  authorized  the  pay- 
ment of  the  following 
quarterly  dividend: 

COMMON  STOCK 
Dividend  No.  234 
35  cents  per  share. 

The  above  dividend  is  pay- 
able July  31, 1968  to  share- 
holders of  record  July  5. 
Checks  will  be  mailed  from 
the  Company's  office  in  Los 
Angeles,  July  30. 

PRENTIS  C.HALE,  Treasurer 
June  20,  1968 


AGGRESSIVE 
INVESTMENT  ACCOUNTS 

managed  personally  by  our  Partner 

John  W.  Schulz 

minimum  $50,000  buying  power 

Wolfe  &  Co. 

Members  New  York  Stock  Exchange 
120  Broadway,  N.  Y.  10005 


8.  VALUE 


■ 


CONSOLIDATED 

NATURAL  GAS 

COMPANY 

1  30  Rockefeller  Plaza 
New  York,  N.  Y.  10020 

Dividend  No.  82 

The  board  of  directors  has 
this  day  declared  a  regular  quar- 
terly dividend  of  Forty-Two  and 
One-Half  Cents  (42 1/2  O  a  share 
on  the  capital  stock  of  the  Com- 
pany, payable  August  15,  1968, 
to  stockholders  of  record  at  the 
close  of  business  July  15,  1968. 

JOHN  DAVIDSON,  Secretary 

June  26,  1968 
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THOUGHTS  . . .  BUSINESS  OF  LIFE 


Where  there  is  no  hope,  there  can 
be  no  endeavor. 

— Samuel  Johnson. 


Skepticism  is  less  reprehensible  in 
inquiring  years,  and  no  crime  in  a 
juvenile  exercitation. 

— Joseph  Glanvill. 


Under  the  leaves,  amid  the  grass, 
lazily  the  day  shall  pass,  yet  not  be 
wasted.  From  my  drowsy  ease  I  bor- 
row health  and  strength  to  bear  my 
boat  through  the  great  life  ocean. 

— Charles  Mackay. 


The  groundwork  of  all  happiness  is 
health.  — Leigh  Hunt. 


Ypu  are  never  so  near  to  victory 
as  when  defeated  in  a  good  cause. 

— Henry  Ward  Beecher. 


The  defeat  of  hope  leads  not  to  de- 
spair, but  to  resignation.  The  resigna- 
tion of  those  who  have  had  a  grasp  of 
hope  retains  hope's  power. 

— Thornton  Wilder. 


What  danger  can  ever  come  from 
ingenious  reasoning  and  inquiry?  The 
worst  speculative  skeptic  ever  I  knew 
was  a  much  better  man  than  the  best 
superstitious  devotee  and  bigot. 

— David  Hume. 


I  conceive  that  when  a  man  deliber- 
ates whether  he  shall  do  a  thing  or  not 
do  it,  he  does  nothing  else  but  consider 
whether  it  be  better  for  himself  to  do 
it  or  not  to  do  it. 

— Thomas  Hobbes. 


A   desire   is   the   inward   sign  of  a 
physical  proclivity  to  act. 

— George  Santayana. 


The  stoical  scheme  of  supplying  our 
wants  by  lopping  off  our  desires  is  like 
cutting  off  our  feet  when  we  want 
shoes.  — Jonathan  Swift. 


Despair  is  the  offspring  of  fear,  of 
laziness  and  impatience;  it  argues  a 
defect  of  spirit  and  resolution,  and 
often  of  honesty  too. 

— Jeremy  Collier. 


B.  C.  FORBES 

/  remember  seeing  an  orna- 
mental brass  plaque  hanging  on 
a  wall  picturing  the  lolling,  care- 
free members  of  the  "Don't 
Worry  Club"  and  inscribed: 
"This  is  God's  world,  boys,  not 
ours."  Without  irreverence,  I 
would  recommend  that  to  those 
tempted  to  throw  up  the  sponge. 
To  those  who  have  youth  and 
health  and  character  and  faith 
on  their  side  there  should  be  no 
such  words  as  discouragement 
and  despair.  Keep  always  in 
mind  the  story  of  Robert  the 
Bruce  and  the  spider.  The  spider 
triumphed  in  the  end. 


To  yearn  for  a  strong  faith  is  not 
the  proof  of  a  strong  faith,  but  the  re- 
verse. If  a  man  really  have  strong 
faith  he  can  indulge  in  the  luxury  of 
skepticism.    — Friedrich  Nietzsche. 


Beware  of  doubt — faith  is  the  subtle 
chain  that  binds  us  to  the  infinite. 

— Elizabeth  O.  Smith. 


Despair  exaggerates   not  only  our 
misery  but  also  our  weakness. 

— Marquis   de    Vauvenargues. 


He  who  has  resolved  to  conquer  or 
die  is  seldom  conquered;  such  noble 
despair  perishes  with  difficulty. 

— Pierre  Corneille. 


No  one  knows  what  he  can  do  till 
he  tries.  — Publilius  Syrus. 


Mankind  is  made  up  of  inconsis- 
tencies, and  no  man  acts  invariably  up 
to  his  predominant  character.  The  wis- 
est man  sometimes  acts  weakly,  and 
the  weakest  sometimes  wisely. 

— Lord  Chesterfield. 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are  now 
available  in  a  574-page  book  at  $5.95. 
Send  check  and  order  to:  Forbes  Inc., 
60  Fifth  Avenue,  New  York,  N.Y. 
10011.  (Sales  tax:  New  York  City, 
add  5%.  Other  parts  of  New  York 
State,   add  2%    to  5%    as  required.) 


Who  never  doubted,  never  half  be- 
lieved. Where  doubt  is,  there  truth  is — 
it  is  her  shadow. 

— Gamaliel  Bailey. 


A  Text .  .  . 


We  who  have  strong  faith  ought  to 
shoulder  the  burden  of  the  doubts  and 
qualms  of  others  and  not  to  go  our 
own  sweet  way.  — J.B.  Phillips. 


Sent  in  by  Mrs.  John  White. 
Terre  Haute.  Ind.  What's  yotu 
favorite  text  ?  The  Forbes  Scrap 
book  of  Thoughts  on  the  Business 
of  Life  is  presented  to  senders 
of  texts  usea. 


Who  against  hope  believed  in  hope. 

— Romans  4:18 
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Sulfur 


How  we  turned  a  problem  into  a  profit 


A  few  years  ago  we  began  looking  for 
ways  to  eliminate  the  sulfur  occurring  in 
products  made  from  many  crude  oils. 

Because  it  created  problems  for  us: 

•  Certain  crude  oils  could  not  be  economi- 
cally refined  into  high  quality  products. 

•  Its  presence  in  gasoline  and  diesel  fuels 
caused  engine  wear. 

•  Its  emission  from  engine  exhausts  was 
considered  a  contributor  to  pollution. 

First  we  developed  a  new  refining  process 
called  Unifining.  It  removed  the  sulfur  — 
but  produced  a  toxic 

Union  Oil  scientists,  working  with  an 


engineering  company,  modified  an  old 
process  into  a  smooth  working  and 
economic  way  to  convert  this  toxic  gas 
into  sulfur. 

We  now  produce  almost  80  thousand  tons 
per  year  of  sulfur  as  a  by-product 
of  our  oil  refining.  We  use  this  sulfur  in 
three  general  ways: 

1 .   In  refining:  sulfuric  acid  is  needed  to 
produce  high  octane  gasoline. 

2    In  fertilizer,  waste  acid,  recovered  from 
the  refining  process,  is  reacted  with 
ammonia  to  make  fertilizer. 

3.  As  elemental  sulfur  which  we  sell. 

As  a  result  of  our  work  with  sulfur  the  air 


you  breathe  contains  fewer  contaminants. 

Engine  wear  is  reduced.  We  enjoy  greater 

profits. 

Our  solution  demonstrates  the  type 

of  innovation  that  has  contributed  to  our 

recent  dynamic  growth.  Since  1960, 

including  the  Pure  Oil  merger,  we  have 

more  than  doubled  our  assets,  tripled 

our  revenues  and  quadrupled  our  earnings. 

Today,  in  terms  of  assets,  we  are 

the  twenty-ninth  largest  manufacturing 

company  in  the  United  States, 

with  operations  throughout  the  world. 

The  problem  of  sulfur  and  how  we  solved  it: 

another  example  of  growth  with  innovation. 

Union  Oil  Company  of  California. 
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I  think  I  have  some  rights,  too 


THE  right  to  walk  the  streets  of  my  home 
town  in  safety.  But  courts  and  parole  boards 
have  so  pampered  criminals  and  hampered 
police  that  crime  is  skyrocketing  into  anarchy. 

I  have  the  right  to  expect  my  taxes  to  be 
prudently  used  for  my  country — not  squandered 
on  buying  votes  of  pressure  groups  nor  per- 
petuating useless  bureaus. 

I  have  the  right  to  save  my  own  money  by 
doing  without  —  save  for  a  secure  future;  not 
to  have  it  stolen  by  inflation  created  by  waste- 
ful government. 

I  have  the  right  to  start  my  own  legitimate 
business  and  if  I  have  ability,  see  it  prosper; 
not  succumb  to  greedy  union  bosses  who, 
for  their  own  power  and  profit,  can  close  me 


out  with  an  unreasonable,  even  illegal,  strike. 

I  have  the  right  and  desire  as  a  decent  Amer- 
ican to  be  sure  no  honest  man  goes  hungry, 
but  I  also  have  the  right  to  insist  he  do  every- 
thing he  can  to  earn  his  own  living. 

This  nation  was  founded  by  men  who  rose 
up  in  anger  against  the  bossism  of  Taxation 
without  Representation,  and  established  a 
country  where  the  majority  rules  (not  pressure 
groups)  —  the  majority  of  law-abiding,  hard- 
working, tax-paying  citizens. 

This  great  nation  has  come  dangerously 
close  to  mob  rule  supplanting  majority  rule. 
Any  official  who  supports  or  tolerates  it  is 
untrue  to  his  country  and  should  be  treated 
accordingly. 


Cable  being  tested  on  a 
200,000  lb.  capacity  Baldwin 
Testing  Machine,  a  product 
of  Warner  &  Swasey's 
Wiedemann  Division. 


YOU  CAN  PRODUCE  IT  BETTER,  FASTER,  FOR  LESS  WITH  WARNER  &  SWASEY   MACHINE  TOOLS,  TEXTILE  MACHINERY,  CONSTRUCTION    EQUIPMENT 
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Communications  technology  will  soon  give  to  man,  no 
matter  where  he  is,  the  power  ot  instant  interaction 
with  a  computer.  Reshaping  concepts  of  time  and 
space  in  business  management. 

To  exploit  this  power,  Standard  Oil  of  California 
uses  the  Bell  System  information  network  to  link  its 
refinery,  research,  and  administrative  operations  to  a 
giant  computer. 

No  one  knows  more  about  moving  information  than 
the  people  who  run  the  world's  largest  information 
network. 

Bell  System -the  information  movers 


AT&T 
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THE  PET  INDUSTRY: 

It's  the  cat's  meow.  The  business  of  feeding,  cloth- 
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BUSINESS 

GRUMMAN  AIRCRAFT 

The  Navy's  admirals  may  get  the  last  word  in  the 
continuing  fighter-plane  battle.  And  Grumman 
— or  somebody — could  wind  up  with  $25  billion. 


DU   PONT 

Its  earnings  may  have  dipped,  but  don't  waste 
any    pity    on    the    Old    Master   of   Wilmington. 

FAIRCHILD  HILLER 

Add  another  company  to  the  list  of  those  who 
have  gambled  on  a  jet  transport  and   lost. 

CATV:  NEW  PICTURE 

The  recent  Supreme  Court  decision  was  big  news. 
But  look  what  else  has  been  happening  to  CATV. 

AN  INTERVIEW  WITH  LEON  HERMAN 

What  do  improved  U.S. -Soviet  relations  portend 
for  American  business?  Here's  what  the  Library 
of  Congress'  renowned  Russian  expert  thinks. 

INLAND  STEEL 

Mounting  competition  in  its  midwest  stronghold, 
is  troublesome.  But  Inland  Steel  has  other  wor- 
ries too — such  as  its  vulnerability  to  takeover. 
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TEACHING  MACHINES:  $8  BILLION  BY  1975  38 

Education  is  immensely  inefficient  and  the  costs  are 
horrendous.  An  answer  may  be  at  hand.  The  new  gen- 
eration of  teaching  machines  promises  not  only  to 
reduce  costs  but  to  enable  teachers  to  teach  and  stu- 
dents to  learn  more  efficiently.  FORBES  names  the  com- 
panies that  are  active  in  this  field  and  interviews  Har- 
vard Psychologist  B.F.  Skinner,  the  man  whose  ideas 
underlie  much  of  the  work  with  teaching   machines. 
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And  the  most  important 
lesson  is  how  boxes  can 
save  you  money. 


Containerization  is  a  big  word  in 
transportation  circles  today.  And  no 
wonder.  It's  the  fastest,  most 
economical  way  of  handling  your 
export-import  shipments.  And  Northern 
Pacific  Railway  has  the  experts, 
experience  and  equipment  to  help 
you  containerize. 

To  be  specific: 
When  you  ship  in  sealed  containers, 
the  number  of  freight  handlings 
is  pared  to  the  bone. 

There  is  much  less  opportunity  for 
pilferage  and  damage.  Transit  time  is 
drastically  reduced. 

Expensive  crating  for  overseas  shipments 
is  almost  entirely  eliminated.  Warehouse 
and  inventory  costs  are  cut. 

And  you  wind  up  with  a  substantial  total 
savings  in  time  and  transportation  costs. 

If  you  are  not  yet  shipping  in  containers, 
you  really  ought  to  get  in  touch  with  us. 
Contact  E.  M.  Stevenson,  VP-Traffic, 
Northern  Pacific  Railway, 
St.  Paul,  Minnesota  55101. 

This  is  the  way  to  run  a  railroad. 
The  way  we  run  the  Northern  Pacific. 
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Woodward  has  more 
than  one  iron 
in  the  fire... 

take  cement  and  lime  and  plastic  pipe  and  cast  iron  pipe 

and  original  equipment  castings  and  cement-asbestos  pipe  and 

coke  and  coal  chemicals  and  pig  iron  and  ferroalloys,  for  instance 


...and  now  rubber  products,  too! 


Recently — with  acquisition  of  Murray 
Rubber  Company,  Inc.,  Houston,  Texas 
— Woodward  expanded  even  further. 
Into  the  manufacture  of  specialty  rub- 
ber products  used  for  joining  of  pipe, 
and  in  valves  and  oil  field  products,  as 
well  as  other  uses. 

Woodward  today  is  a  diversified  pro- 
ducer of  materials  with  $155  million 
sales  in  many  markets  and  some  30 
facilities  in  eight  states.  For  Annual 
Report  write  Dept.  15. 


That's  why 

we've  changed  our 

name  to 


WOODWARD  CORPORATION 


WOODWARD,  ALABAMA  35189  ...IN  GREATER  BIRMINGHAM 
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Thomas    Casten 


Constructive  Ma/content 

It's  always  been*  this  way.  The  loudmouths 
make  the  front  pages  and  the  rioters,  the  malcon- 
tents. Slow,  steady  progress  rarely  does.  We  were 
put  in  mind  of  this  recently  when  we  talked  with 
a  25-year-old  Columbia  University  graduate  stu- 
dent. Like  most  other  young  people,  Thomas 
Casten  is  concerned  with  the  ills  of  our  society, 
but  he  doesn't  express  his  disquiet  with  noisy 
tantrums.  "I  watched  the  demonstrations  here  at 
Columbia,"  said  Casten,  a  candidate  for  a  Mas- 
ter's degree  in  Business  Administration  at  the 
School  of  Business  Administration.  "As  many  as 
3,000  students  spent  a  week  demanding  a  better 
break  for  the  black  man,  but  I  don't  see  where 
a  single  job  was  created  by  all  their  noise.  I  asked  myself,  'How  can  I 
help  channel  all  this  energy  into  something  more  useful?'" 

( lasten,  a  graduate  of  the  University  of  Colorado,  came  to  Columbia 
Business  School  after  serving  three  years  (including  a  tour  in  Vietnam) 
as  a  Marine  Corps  captain.  A  native  of  Windsor,  Colo.,  he  became 
involved  in  the  problems  of  the  Negro  community  when  his  wife,  Judy, 
was  teaching  "in  North  Carolina,  at  an  all-Negro  school.  It  was  separate, 
but  it  certainly  wasn't  equal.  It's  a  miracle  if  any  of  those  kids  ever  get 
any  kind  of  a  chance  in  life." 

But  instead  of  giving  up  his  dream  of  becoming  a  businessman  for  the 
role  of  a  crusader,  Casten  decided  to  see  where  he  could  use  his  own 
ambitions  and  knowhow  to  help  the  Negro  community.  He  decided  to 
become  a  consultant  to  small  Negro-owned  businesses.  He  was  inspired 
to  do  this  by  the  example  of  a  somewhat  similar  group  at  Harvard.  He 
started  a  group  called  MBA  Consultants  and  the  Columbia  Administra- 
tion agreed  to  finance  it  out  of  some  of  a  $10-million  grant  given  by 
the  Ford  Foundation  to  help  the  university  improve  its  relations  with 
nearby  Harlem.  For  his  work  Casten  gets  $400  a  month  and  like  his 
co-student  consultants  $3  an  hour  for  doing  consulting;  not  a  princely 
sum  by  present-day  standards  but  a  help  to  students  like  Casten,  who 
must  work  their  way  through  graduate  school. 

But  why  consultants?  Why  not  older  businessmen?  Says  Casten: 
"There  are  350  years  of  good  reasons  for  the  black  community  not  to 
trust  the  white  man.  Our  idea  then  is  not  to  send  older  people  to  help 
black  businessmen,  but  students;  the  black  fellow  looks  at  an  older  guy 
and  says,  'Why  didn't  he  do  something  when  he  was  young?  Why  all 
of  a  sudden?' " 

Casten  soon  located  his  first  client.  "We  found  one  eager  black  busi- 
nessman who  was  running  nine  businesses  from  a  single  store  front;  he 
reminded  us  of  a  dog  with  a  bone;  he  kept  dropping  one  to  pick  up 
another.  We  told  him  he  had  to  get  some  of  the  junk  out  of  his  store,  so 
he  could  display  the  rest  of  his  merchandise  properly.  We  got  him  to  put 
in  better  lighting,  simple  things  like  that.  He  was  smart  and  eager,  but 
lacking  in  experience.  He  actually  paid  income  tax  last  year  when  he 
didn't  have  to.  Now  he's  doing  so  well  he  has  18  people  working  for  him, 
twice  as  many  as  when  we  started  with  him." 

The  test  project  is  being  done  with  Ford  money.  A  full-time  black 
MBA  student  on  leave  of  absence  scouts  the  community  for  "clients." 

As  he  sits  in  class,  Casten  says  he  wonders  to  himself,  "Now  how  can  I 
apply  what  I'm  learning  to  Andy's  store?"  This,  he  says,  helps  him  too, 
because  it  gives  him  an  immediate  motive  for  learning. 

Casten  is  not  unaware  of  the  problems.  "The  average  black  male  has 
no  model  to  look  to.  He  was  raised  by  his  mother.  He  looks  around  him 
and  where  does  he  see  a  successful  male  he  can  model  himself  after? 
(Continued  on  page  64) 


Trends 

&  Tangents 


BUSINESS 


First  Stop:  Seventh  Avenue 

With  the  voracious  expansion  of 
conglomerates,  the  number  of  good 
sell-out  candidates  dwindles  daily, 
and  the  prices  soar.  Take  Kayser- 
Roth,  the  garment  company  being 
acquired  by  Penn  Central.  Penn 
Central  is  paying  stock  worth  close 
to  $250  million,  about  17  times 
earnings,  for  a  company  with  a  very 
uneven  record.  Jonathan  Logan  in- 
creased its  earnings  218%  over  the 
past  five  years,  compared  with  a 
34%  gain  for  K-R.  A  competitor  says 
this:  "K-R  Chairman  Chester  Roth 
had  a  tremendous  hosiery  business. 
Then  he  started  getting  into  fields 
he  didn't  know  anything  about." 
Roth,  for  example,  bought  Colonial 
Corp.,  a  maker  of  low-priced  ap- 
parel, and  A.  Stein,  which  makes 
girdles  and  bras.  Jonathan  Logan 
was  acquiring  companies  at  the 
same  time,  but  it  stuck  with  its  fa- 
miliar lines  of  women's  and  chil- 
dren's wear. 

The  Golden  Years 

In  1965,  William  K.  Whiteford 
had  to  retire  as  chairman  of  Gulf  Oil 
because  he  himself  had  made  age 
65  the  company's  mandatory  retire- 
ment year.  The  rule  was  more  pain- 
ful to  Whiteford  than  to  anyone 
else:  "The  longest  vacation  I  ever 
took  at  Gulf  was  two  weeks  in  Ha- 
waii," he  says,  "and  I  thought  it 
would  never  end."  Rut  Whiteford 
didn't  leave  business.  Besides  his 
ten  directorships,  he  went  into 
the  brokerage  business.  His  broker, 
Shearson  HammiU's  Neil  Sellin  was 
leaving  to  set  up  his  own  brokerage 
house.  He  got  Whiteford  and  ship- 
ping king  Daniel  K.  Ludwig  to  put 
up  40%  of  the  firm's  $1  million  capi- 
talization. When  Sellin,  a  tape 
trader,  resigned  over  the  firm's  in- 
stitutional emphasis,  a  new  name 
was  needed.  So  in  June  Sellin, 
Forbes,  Smith,  Inc.  became  W.  K. 
Whiteford  &  Co. 

Emerging  Industry 

One  of  Canada's  thriving  little 
businesses  is  worm  picking,  which 
last  year  along  with  frogs  and  other 
live  bait  accounted  for  over  $2  mil- 
lion in  exports  to  its  major  market, 
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the  U.S.  The  U.S.  imports  so  many 
worms  because  the  business  never 
really  caught  on  here.  In  Canada, 
by  contrast,  live  worms  are  even 
sold  in  vending  machines.  The  most 
fertile  sources  of  supply  are  golf 
courses  with  close-clipped  grass, 
where  an  experienced  picker  can 
pick  up  as  much  as  $400  a  week 
plying  his  trade. 

By  Any  Other  Name 

Many  conglomerates  have  claimed 
that  they  hate  the  name  "conglom- 
erate," but  Chairman  Jesse  Werner 
of  New  York-based  GAF  Corp.  has 
thought  of  another:  "congeneric." 
Says  Werner:  "Congeneric  means 
allied  in  origin,  nature  or  action, 
while  conglomerate  means  heaping 
together  in  a  mass  or  compacted 
from  various  sources."  Werner's 
company  until  1965  was  a  producer 
of  industrial  chemicals  and  photo- 
graphic products,  including  Ansco 
film.  Now,  nearly  half  GAF's  $520- 
million  sales  come  from  acquired 
companies  that  produced  building 
materials  and  business  equipment. 
This  gives  GAF  sales  and  earnings 
from  many  diverse  sources,  just  like 
any  other  "congeneric." 


WASHINGTON 


Fun  and  Games 

Nobody  wants  the  game,  but  ev- 
erybody plays  it.  Now  there  is  an 
umpire  who  wants  to  look  into  the 
world  of  "Tigerama,"  "Hula  Dollar" 
and  other  gas  station  giveaways, 
Representative  John  D.  Dingell  (D., 
Mich.),  chairman  of  a  House  small- 
business  subcommittee,  has  been 
told  by  oil  company  officials  that 
they  wouldn't  play  the  game  if  they 
weren't  locked  in  by  competition. 
He  has  also  heard  the  testimony  of 
drivers  who  complain  that  they 
never  win  and  who  suspect  that  the 
games  might  be  rigged.  Finally, 
Dingell  has  questioned  gasoline  re- 
tailers who  say  that  they  have  paid 
oil  companies  an  estimated  $50  mil- 
lion a  year  for  game  equipment- 
more  than  double  the  amount  al- 
legedly paid  in  prizes.  Whatever 
Dingell's  committee  does,  in  the  end 
the  winner  could  be  a  company  like 
Texaco,  which  from  the  beginning 
has  refused  to  participate.  "We  do 
not  consider  games  of  chance  sound 
marketing  practice,"  say  Texaco's 
Vice  President  Annon  M.  Card. 

Reluctant  Windfall 

U.S.  companies  with  foreign  sub- 
sidiaries will  soon  have  to  repatriate 


up  to  80%  of  profits  earned  abroad. 
Previously  the  companies  usually 
repatriated  around  30%  of  foreign 
profits,  plowing  the  rest  back  into 
a  variety  of  expansion  projects.  The 
companies  don't  like  the  new  rule 
because  they  say  it  will  severely 
restrict  their  ability  to  compete 
abroad.  On  the  plus  side,  though, 
all  that  money  coming  in  from  over- 
seas (nobody  knows  just  how  much 
yet)  might  have  a  slight  dampening 
effect  dn  interest  rates  because  the 
companies  will  not  have  to  borrow 
so  much  here  and  can  even  pay  off 
some  debts. 


OVERSEAS 


The  Electronic  East 

Electronics  firms  like  TRW,  Phil- 
co  and  General  Instruments  are 
crowding  to  Taiwan  in  such  num- 
bers as  to  make  that  island  a  sig- 
nificant production  center.  Mentor 
International,  a  San  Francisco  elec- 
tronics consultant,  has  just  set  up 
an  office  there  to  help  other  state- 
side electronics  firms  get  in  on  the 
boom.  The  special  inducement  of 
Taiwan?  Merely  that  ancient  one 
of  low-cost  labor  for  a  labor-inten- 
sive industry.  ■ 
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CHANGE  OF  ADDRESS 


If  you  plan  to  move,  let  us  know 
a  month  before  so  we  can  change 
your  address  and  keep  FORBES 
coming  to  you.  Attach  a  recent 
mailing  label  and  fill  out  your  new 
address  in  the  space  provided 
below. 


ATTACH  PRESENT 

MAILING  LABEL 

HERE 


New  Address: 


Name 


Address 


City 


State 


Zip 


Mail  to: 

Subscription  Service  Manager 

FORBES 

60  Fifth  Avenue 

New  York,  New  York  10011 
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sound  decisions  hinge  on  provable  values 

When  values  are  a  significant  factor  in  decision-making, 
counsel  is  mandatory  for  sale,  merger,  allocation  of 
purchase  price,  insurance,  condemnation,  cost  accounting, 
depreciation;  federal,  ad  valorem  and  estate  taxes; 
and  other  corporate  requirements  involving  knowledge 
of  tangible  and  intangible  property  value. 

Consultants  in  Valuation  since  1896. 


7k: 


MERICAN 

PPRAISAL 

® 


The  American  Appraisal  Company,  Milwaukee,  Wisconsin  53201       U.S.A.  •  Canada  •  Philippines  •   Brazil  •  France  •  Italy  •   Spain 
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Is  this  any  way  to  run  a  banana? 


c — I 
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Darned  right  it  is.  Because  bananas  from  Baltimore  go  cheaper  on 
C&O/B&O.  As  much  as  10  cents  a  box  cheaper  than  any  other  means 
of  transportation.  These  low  rates  are  made  possible  by  modern, 
mechanically  refrigerated  cars.  Bananas  arrive  safe,  firm,  and  very 
green.  Not  a  bruise  in  the  bunch. 

Maybe  you're  not  in  the  banana  business.  No  matter.  C&O/B&O 
has  the  cars  to  move  most  anything  you've  got.  Just  name  it. 
Call  our  local  salesman  or  write:  Vice  President,  Merchandise  Freight 
Croup,  One  Charles  Center,  Baltimore,  Maryland  21201. 

THE  C&O/B&O  RAILROADS    Cleveland  44101    •    Baltimore  21201 


This  announcement  u  not  an  ojjer  oj  securities  jor  sale  or  a  solicitation  oj  an  ojjer  to  buy  securities. 

July  12,  1968 

h 

GENERAL  MILLS 

General  Mills,  Inc. 

1,125,000  Shares  of  Common  Stock 

Par  Value  $1.50  Per  Share 


Price  $38.50  per  share 


Copies  of  the  prospectus  may  he  obtained  from  such  oj  the  itndersioned  {who  are  among  the  underwriters 
named  m  the  prospectus)  as  mat/  legally  ojjer  these  securities  under  applicable  securities  laws. 


Dillon,  Read  &  Co.  Inc. 
The  First  Boston  Corporation  Goldman,  Sachs  &  Co.  Kuhn,  Loeb  &  Co. 

Blyth  &  Co.,  Inc.     Drexel  Harriman  Ripley    Eastman  Dillon,  Union  Securities  &  Co. 

Incorporated 

Glore  Forgan,  Wm.  R.  Staats  Inc.  Halsey,  Stuart  &  Co.  Inc. 

Hornblower  &Weeks-Hemphill,Noyes    Kidder ,Peabody  &  Co.    Lazard  Freres  &  Co. 

Incorporated 

Lehman  Brothers      Loeb,  Rhoades  &  Co.      Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated 

Paine,  Webber,  Jackson  &  Curtis      Reynolds  &  Co.      Salomon  Brothers  &  Hutzler 
Smith,  Barney  &  Co.    Stone  &  Webster  Securities  Corporation     G.  H.Walker  &  Co. 

Incorporated  Incorporated 

Wertheim  &  Co.      White,  Weld  &  Co.       Dean  Witter  &  Co.       Paribas  Corporation 


READERS  SAY 


"The  Case  for  Space" 

Sir:  "The  Case  for  Space,"  (Forbes, 
July  1 ),  could  not  appear  at  a  better  time. 
Despite  our  various  problems  which  are 
straining  our  financial  capabilities,  we 
must  not  throw  away  our  gains  in  space 
for  which  we  have  worked  so  hard.  Those 
who  read  Forbes'  space  issue  will  realize 
what  is  at  stake. 

—Hubert  H.  Humphrey 
Washington,  D.C. 

Sir:  Congratulations  on  your  excellent 
"The  Case  for  Space"  issue.  It  is  timely, 
a  public  service  and  good  business. 

—James  M.  Gavin 

Chairman, 

Arthur  D.  Little  Inc. 

Cambridge,  Mass. 

Sir:  Your  July  1  "Case  for  Space"  is 
right  on  target.  The  visions  spawned  by 
reality  make  LSD's  offerings  ludicrous.  I 
take  some  exception  to  Ward  Haas'  com- 
ments on  the  Judeo-Christian  concept  of 
the  universe  being  obsolete.  After  all, 
the  scriptural  reference  to  the  "Hosts  of 
Heaven"  pre-dated  Haas  by  about  5,000 
years. 

—Russell  H.  Leitch 
Milwaukee,  Wis. 

Sir:  Your  special  July  1  issue  with  the 
magnificent  "Case  for  Space"  story  can't 
help  but  fuse  excitement  for  the  future. 
It  was  significant  to  me  to  note  that  this 
brilliant  in-depth  research  and  editorial 
writing  on  a  currently  controversial  issue 
should  be  published  at  a  time  in  the  calen- 
dar year  when  we  pause  to  pay  tribute  on 
the  anniversary  of  the  founding  of  the 
greatest  free  country  on  earth.  May  I  re- 
quest that  your  circulation  department 
send  to  me  six  additional  issues,  so  that 
grandsons,  great-grandsons  and  great- 
great-grandsons  may  read  in  the  future 
how  their  space  oracle  was  assessed  and 
forecast  in  1968. 

—John  Henry  Dudley 
Lansing,  Mich. 

Sir:  Your  "Interview  with  Ward  J. 
Haas"  is  quite  thought  provoking.  In  my 
40  years  in  the  field  of  teaching  astronomy 
at  all  levels,  including  adult  education  and 
television,  I  have  found  a  persistent  de- 
sire on  the  part  of  many  of  my  students 
that  Martians  should  exist,  perhaps  only 
because  we  feel  too  lonesome! 

—Carlos  S.  Mundt 

Emeritus  Professor  of  Astronomy, 

Novato,  Calif. 

Sir:  Your  entire  crew  was  carried  away 
into  the  empty  space.  The  use  of  the  satel- 
lite for  communications  makes  sense.  We 
are  spending  billions  of  dollars  to  put 
somebody  on  the  moon.  Our  country  has 
been  bankrupted  because  of  all  the  dif- 
ferent projects  that  keep  putting  money 
down  the  drain. 

Walter  F.  Grote 
Madison,  Ind. 
(Continued  on  page  64) 
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Consolidated 

sells  men 


make-up. 


Over  7,000  plants  in  Consolidated's  service  area  are  potential  CONSOLIDATED 

users  of  natural  gas  "make-up"  air  heating  systems.  This  method  NATURAL  GAS 

of  fresh  air  replacement  is  being  installed  in  more  and  more  COMPANY 

industrial  plants  tO  improve  Working  Conditions  and  increase  The  East  Ohio  Gas  Company, Cleveland,  Ohio 

productivity.  This  iS  accomplished  by  providing  employees  With  The  Peoples  Natural  Gas  Company,  Pittsburgh, Pa. 

l      ,„,    /  ,     .    .  ,        .  ,  .         i .    .    !  ,  Consolidated  Gas  Supply  Corp.,  Clarksburg,  W.Va. 

a  healthful,  more  Comfortable  atmosphere  in  WhlCh  tO  WOrk.  The  River  Gas  Company,  Marietta,  Ohio 

Selling  men  "make-up"  iS  another  growth  prospect  for  CNG.  Lake  Shore  Pipe  Line  Co.,  Cleveland,  Ohio 
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In  90%  of  the  world,  it  takes  8  farmers  to 
produce  as  much  as  one  American  farmer. 

Avco's  out  to  make  it  10. 


1 


it  isn't  that  Americans  are  supermen. 

Nor  that  we  try  harder. 

A  big  difference  is  that  the  American 
farmer  uses  more  farm  equipment.  (There 
are  over  four  and  a  half  million  farm  tractors 
in  the  U.S.  vs.  less  than  one  and  a  quarter 
million  in  Russia,  for  example.) 

Yet  American  farmers  have  only  started. 


The  trend  is  to  even  more  advanced  equip- 
ment. Like  Avco  New  Idea  Division's  Uni- 
System  harvesters. 

With  these  a  farmer  needs  only  one  power 
source  to  which  a  number  of  different  inter- 
changeable implements  may  be  attached 
for  harvesting  corn,  soybeans,  grain  and 
forage  crops.  Simple,  sensible,  economical 
and  efficient. 


What  more  could  12  million  American 
farmers  ask  for? 

Plenty.  For  a  starter,  more  equipment  foi 
our  Uni-System  power  units.  And  we're 
working  on  them. 


^SSSu 


Avco  is  50.000  people  moving  ahead  in  a  dozen  growing,  expanding  businesses.  Avco  Corporation,  750  Third  Avenue,  New  York,  ^lew  York  10017.  An  equal  opportunity  employer. 


'With  all  thy  getting  get  understanding' 


Fact  and  Comment 


HOW  THINGS  HAVE  CHANGED 


In  days  of  old,  before  income  taxes  took  such  sizable 
hold,  most  investors  wanted  their  money  at  work  earning 
some  money  and  bought  securities  with  an  eye  to  soundness 
and  reasonable  prospects  of  some  reasonable  appreciation 
of  principal. 

When   you  stop   to  think   of   it,  doesn't   that   seem    long 


ago?  How  long  has  it  been  since  you  or  anyone  you  know 
bought  a  stock  with  such  mild  and  mellow  purpose? 

Nowadays,  the  most  by  far  buy  securities  with  hope  of 
capital  gain  only,  regardless  of  per-share  payout  per  annum. 

It  makes  for  quite  a  different  stock  market  from  the  one 
our  daddies  used  to  know. 


SIMPLE  LOGIC 


You  may  think  you've  heard  everything,  but  here's  some- 
thing more— 

Because  going  away  on  a  vacation  usually  costs  money, 
the  International  Executive  Board  of  the  Newspaper  Guild 
is  recommending  that  its  1968  convention  call  for  annual  va- 
cations "with  an  extra  week's  pay  for  each  week  of  vacation." 

!!!! 


DAYTIME  TV-FRIENDLY  NOISE 


Daytimes,  sometimes,  I'm  home.  Like  on  weekends  and 
holidays  and  a  once-in-a-while  hooky  day.  All  the  day  long, 
whether  it's  upstairs  in  our  chamber  or  downstairs  in  our 
kitchen,  TV  is  on. 

Half  the  time  there's  no  one  even  in  the  room,  and  for 
a  long  time  my  first  action  was  to  shut  the  noisy  thing  off. 
Invariably,  from  out  of  sight,  and  almost  out  of  sound,  would 
come  a  wifey  voice:  "Hey,  turn  that  back  on!" 

To  my  querulous  query  of  "Why?"  came  the  firm,  illogi- 
cal rejoinder,  "Because  I  like  it  on." 

FORBES.  AUGUST  1,  1968 


The  rationale  was  never  quite  clear  to  me  until  The  New 
York  Times'  Dan  Sullivan  began  a  critique  of  daytime  tele- 
vision with  this  illuminating  paragraph: 

"Television  critics  who  rap  daytime  programs  for  being 
even  more  stupid  than  the  ones  we  get  at  night  are,  my 
wife  tells  me,  missing  the  point.  The  function  of  daytime 
TV,  she  says,  is  neither  to  entertain  nor  instruct.  It  is  to 
provide  a  pleasant  background  babble— rather  like  an  indoor 
waterfall— as  the  American  housewife  goes  about  her  chores. 
You're  not  supposed  to  watch  it,  for  heaven's  sake." 
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A  NON-CRITIC'S  CRITIQUE 


Some  to  See 

In  the  words  of  a  dusty,  discredited  Hollywood  slogan, 
movies  are  better  than  ever.  A  few  of  them.  So  as  not  to 
shatter  the  industry's  image,  of  course,  the  vast  majority 
continues  to  be  worse  than  ever.  Four  that  sent  Forbes  in 
recent  months: 

Cool  Hand  Luke.  Real  cool,  in  the  current  sense  of  the 
word. 

The  Battle  of  Algiers.  You'd  almost  swear  it  was  a  docu- 
mentary, so  starkly  well  done  is  this  film  of  the  drudgery 
and  drama,  the  joy  and  pain  on  both  sides  in  the  struggle 
that  led  to  Algerian  independence. 

The  Graduate.  It's  rare  that  the  hero  generation  and  the 
bad-guy  parental  generation  can  agree  with  equal  enthu- 
siasm that  they've  been  well  depicted,  but  here  they  are. 
The  film  is  studded  with  scenes  and  sentences  that  stir 
recognition,  recollection  of  vaguely  comparable  episodes, 
feelings. 

Elvira  Madigan.  Some  of  the  most  beautifully  photo- 
graphed scenery  I  can  remember  seeing  serves  as  a  back- 
ground for  the  year's  most  poignant,  bittersweet,  heart- 
breaking love  story. 

*        »        o        « 

Two  plays,  one  for  the  money  and  one  for  the  birds: 
You  Know  I  Can't  Hear  You  When  the  Water's  Running.  For 

the  first  time  in  my  life  I  can  use  the  word  uproarious.  These 
four  acts  by  Robert  Anderson  actually  are. 


Hair.  You  wouldn't  believe  how  awful  this  thing  is.  Not 
the  stream  of  four-letter  words,  which  have  been  used  for 
long   and  far   better  on   Broadway;   not  the  sophomoric 


screeches  against  the  war,  which  has  been  opposed  long 
and  more  effectively  in  other  plays  and  places;  not  the 
nudity  of  the  scrawny,  stringy  cast.  The  awfulness  comes 
from  the  sheer  boredom  of  the  endless  flailing,  remorse- 
less din  and  total  unintelligibility  of  what  they're  saying 
and  doing  or  why.  If  this  is  what  the  hippie  scene  was,  no 
wonder  it's  no  longer  alive.  The  participants  must  all  have 
perished  from  boredom  or  punctured  ear  drums. 


Some  to  Read 

From  a  wide-ranging  potpourri  of  books  read  in  recent 
months,  a  few  recommendations: 

It's  a  Free  Country,  by  Leonard  Brain  (Coward  McCann, 
$4.50).  A  chilling,  thrilling,  short  novel  of  how  a  man  who, 
done  out  of  his  job  by  a  "security  check,"  did  in  the  men 
who  done  the  groundless  deed. 

Nicholas  and  Alexandra,  by  Robert  K.  Massie  (Athene- 
um,  $10).  Deservedly,  the  best-selling  tale  of  the  last  Ro- 
manoff autocrats  who,  it  turns  out,  loved  the  bourgeois  life 
and  virtues,  but  found  it  impossible  to  rule  by  those  lim- 
ited lights. 

The  Age  of  the  Grand  Tour,  edited  by  Elek  &  Johnston 
(Crown  Publishers,  $30).  Probably  the  most  cumbersome- 
ly  sized  book  I've  ever  seen;  but  the  scenes  of  those  times, 
in  the  words  and  sketches  of  the  tourers,  bring  vividly  to 
life  this  post-graduate  school  for  19th  century  scions. 

The  Pheasant-Lined  Vest  of  Charlie  Freeman,  by  John 
D.  Spooner  (Little,  Brown  &  Co.,  $5.95).  Wall  Street  and 
a  brokerage  house  provide  the  backdrop  for  this  pleasant, 


porous  little  novel  about  a  newly  minted  Harvardite  trying 
to  find  himself,  surrounded  night  and  day  by  people  more 
concerned  with  pelf. 

The  English,  David  Frost  and  Antony  Jay  (Stein  &  Day, 
$5.95).  A  witty,  bitter  broth  at  once  delicious  and  ma- 
licious. The  authors  whack  equally  Left  and  Right.  F'r  in- 
stance: "Not  only  do  lawyers  have  the  same  advantages 
as  doctors  in  drafting  the  code  that  regulates  their  own 
behavior;  they  also  draft  the  laws  which  we  all  have  to 
obey.  It's  as  though  they  were  doctors,  with  the  additional 
privileges  of  inventing  all  the  diseases." 


AN  HONEST  PAIR 

In  a  Copenhagen  restaurant  I  overheard  an  American 
couple  ordering  a  drink.  Instead  of  the  usual  folderol  about 
a  "very,  very  dry  martini,"  they  asked  the  waiter,  "Could  we 
have  two  gins  on  the  rocks,  with  just  a  speck  of  vermouth?" 


—Malcolm  S.  Forbes, 

Editor-in-Chief 


The  Challenge... 


1 1 


OLEUMOCOPPEROGOLDOZINCOIRONQMANG 


••^jjgggg^ 


."  ■■  •«•  ■  ■    ■  ■-.;..■' 


■ ■  •-/'St  •'.-»'* 


'Nr.«NfSFDSIlWf  ROUR«NIUMOOI«MONOSON»IU««IC»SOS«IIOBHOMINEOSULPMURO  ZIRCONOLIMESIONtOFElDSPaROCOBALTOSULPHIDESOTINOCnLCIUM  OPLnTINUMDQUARTZOIODINEONICKELOBOUXITI 


•  •  •  the  deep  — earth's  last  frontier.  The  dark,  silent  world  beneath  t 
sea.  100  times  more  fertile  than  the  land,  the  sea  is  a  tremendous  storehouse  of  oil,  copper,  gold,  ire 
silver,  uranium,  diamonds ...  at  least  50  elements.  And  Crane  is  a  part  of  this  vital  harvest.  The  creati 
craftsmen  of  Crane  have  come  to  grips  with  the  hostile  deep.  Very  special  Crane  valves  and  pum 
are  designed  to  combat  paralyzing  pressures  inside  and  out ...  adapted  to  an  inhospitable  salt  wa 
environment . . .  engineered  to  operate  flawlessly  where  service  crews  will  never  venture.  It' s  problei 
like  these  that  bring  out  the  best  in  Crane.  Especially  when  the  rewards  are  so  great.  The  sea— inviti 
yet  forbidding.  A  paradox  that  promises  solutions  to  problems  while  posing  problems  of  its  own.  I 
ploiting  the  vast  riches  of  the  deep  is  a  growing  challenge.  But  as  the  challenge  grows,  so  grows  Crai 


CRANE 


What  we  make  today 
makes  tomorrow  possible 


Someday  soon  you'll  be  able  to  do  some  fantastic 
things  with  phones.  See  the  person  you're  phoning. 
Transmit  paper  work  to  your  office.  Watch  a  down- 
town fashion  show  from  home.  Cook  dinner  from 
miles  away.  And  Engelhard  Minerals  &  Chemicals 
products  will  help  make  it  possible.  Our  vast  inven- 


tory includes  nearly  3,000  products -of  gold,  silver 
and  the  platinum  family  . . .  and  various  ferrous  and 
non-ferrous  ores,  metals  and  minerals.  All  are 
available  throughout  the  world,  in  forms  that  make 
today  profitable,  tomorrow  possible.  Keeping 
ahead  of  your  business  is  our  business. 


MINERALS  &  CHEMICALS  CORPORATION 

113  Astor  Street,  Newark,  New  Jersey  07114 


Palladium  and  gold- 
coated  switching  equipment 

assure  excellent  contact  and  noise-free 
operation  for  television  phones. 


Gold-plated 
printed  circuits  are 

vital  to  computerized 

order  systems 
used  to  telephone 
business  orders 
by  pressing  of 
buttons. 

Precious  metals 

help  make  possible 
long  distance 
communications 
by  satellites. 


Platinum  metals  and  gold 

are  used  in  a  phone  system 
which  enables  doctors  to 
"telephone"  electrocar- 
diograms to  distant 
specialists. 


Gold  and  silver  are  used 
in  combined  computer 
and  photographic 
techniques  for  producing 
telephone  directories. 


Attacote  conditions  and 
ASP  400  extends  resins 
used  in  improved  plastic 
housing  for  today's 
ultra-modern  phones. 

Calcined  aluminum  silicates 

are  used  as  the  extender 
pigment  in  plastic  or 
rubber  coatings  for  high 
voltage  cable. 


Ceramic  chips  based 

on  aluminum  silicates  are 

used  for  the  preparation 
of  integrated  circuits. 

Raw  materials  for 

communications  industry 
needs:  aluminum,  copper, 
gold,  lead,  osmium, 
palladium,  platinum, 
rhodium,  selenium,  silver, 
tin,  tungsten,  zinc. 
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The  Navy's  Revenge? 

Having  killed  the  naval  version  of  the  Air  Force's  F-lll,  the 
U.S.  Navy  is  out  to  get  a  planeofits  own  which,  it  may  well 
turn  out,  the  Air  Force  will  itself  eventually  have  to  adopt. 


Defense  is  the  last  of  the  major  in- 
dustries where  a  single  piece  of  busi- 
ness can  make  or  break  a  company, 
where  you  can  be  doing  $  1  billion  one 
year  and  yet  not  know  where  next 
year's  orders  are  coming  from.  Thus 
when  a  really  big  order  comes  along— 
once  in  a  blue  moon— the  infighting  is 
rough.  It  certainly  was  in  1961  and 
1962  for  the  TFX,  as  the  F-lll  was 
originally  known. 

It  promises  to  be  no  less  so  for  an 
as  yet  nonexistent  Navy  plane  known 
as  the  VFX.  At  the  moment  Grum- 
man Aircraft  Engineering  Corp.  is 
clearly  in  the  lead  with  a  design  and  a 
bid.  The  race,  however,  is  far  from 
over.  At  stake  is  as  much  as  $25  billion 
in  business  and  a  decade's  worth  of 
work.  Officially,  the  VFX  is  to  be  a  re- 
placement for  the  F-111B  (the  Navy 
version  of  the  F-lll),  which  was  killed 
at  the  insistence  of  the  admirals  and 
their  friends  in  Congress. 

But  the  VFX  (which  stands  for 
heavier  than  air  fighter  experimental) 
is  intended  to  replace  much  more  than 
the  F-111B,  a  fleet  defense  aircraft  of 
which  the  Navy  was  prepared  to  buy 
some  250  copies.  The  VFX,  as  the 
Navy  presently  envisions  it,  will  re- 
place the  principal  fighter  of  the  Navy 
and  Marines,  the  McDonnell  Douglas 
F-4,  of  which  these  two  services  have 
bought  1,300  copies  since  1959. 
Planned  production  for  the  VFX  runs 
to  1,300,  and  the  cost  will  be  some- 
where between  $8  million  and  $9  mil- 
lion each,  judging  by  the  contractors' 


initial  bids.  That  adds  up  to  a  total 
contract  value  of  about  $11  billion. 

Beyond  this,  however,  there  is  an 
even  more  tantalizing  possibility.  The 
early  version  of  the  VFX  would  use 
the  same  engine  and  electronics  as  the 
F-111B,  but  the  VFX  would  be  adap- 
table to  more  advanced  engines  and 
more  advanced  electronics  yet  to  come. 
Also,  it  promises  to  be  fighter  than  the 
F-111B,  through  greater  use  of  titani- 
um, and  thus  more  of  a  fighter  airplane. 

The  net  result  would  be  that  the 
same  basic  craft  might  become  the 
eventual  replacement  not  only  for  the 
Navy's  F-4s  but  for  the  Air  Force, 
which  uses  the  F-4  as  its  basic  fighter 
as  well.  That  would  mean  another 
1,700  copies  that  would  be  worth  up- 
ward of  $14  billion  more,  for  a  grand 
total  of  $25  billion. 

Not  surprisingly,  everyone,  not  only 
Grumman,  is  after  the  VFX— North 
American  Rockwell,  Ling-Temco- 
Vought,  McDonnell  Douglas,  General 
Dynamics.  So  tempting  is  the  contract 
that  Grumman  in  effect  helped  to  kill 
its  own  $500-million  subcontract  from 
General  Dynamics  on  the  F-111B. 

Infighting 

The  Navy  sent  out  formal  requests 
for  proposals  on  the  VFX  in  late  June, 
but  contractors  have  been  hard  at  de- 
sign work  on  the  plane  since  at  least 
last  October.  In  fact,  the  VFX  and  the 
competition  for  it  really  began  years 
ago  during  the  trials  and  tribulations 
of  the  F-lll. 


The  F-lll  was  former  Derense 
Secretary  Robert  S.  McNamara's  idea 
of  a  common  airplane  for  both  Air 
Force  and  Navy.  From  its  beginning 
in  1962,  it  became  a  symbol  of  Con- 
gressional opposition  to  McNamara— 
and  of  the  admirals  and  their  friends 
opposed  to  effective  unification  of  the 
armed  forces.  McNamara  assigned  pri- 
mary responsibility  for  development  of 
the  F-lll— management  of  the  total 
project— to  the  Air  Force.  This  move 
sorely  offended  the  Navy's  pride  in  its 
own  management  and  procurement 
abilities. 

From  that  time  on,  the  Navy  dragged 
its  feet.  In  1962,  before  the  contract 
was  let  to  General  Dynamics  and 
Grumman  bidding  as  a  team,  Navy 
brass  were  saying  that  their  F-lll  ver- 
sion was  too  heavy  to  perform  from 
an  aircraft  carrier.  Six  years  and  at 
least  $200  million  later,  they  were  still 
saying  it.  Last  month,  with  McNamara 
out  of  the  way,  Congress  refused  to 
authorize  any  more  funds  for  the  Navy 
version,  and  the  Pentagon  conceded 
that  the  plane  was  a  dead  issue. 

The  principal  mission  of  the  F-111B 
was  to  have  been  combat  air  patrol  sta- 
tion, which,  translated,  means  that  the 
F-111B  would  fly  hundreds  of  miles 
off  a  carrier  and  then  loiter  for  three 
or  so  hours  awaiting  enemy  planes. 
The  F-111B  was  to  carry  six  sophis- 
ticated Phoenix  missiles  to  deal  with 
those  enemy  planes.  But  in  addition  to 
this  role,  the  Navy  wanted  the  plane  to 
have  some  qualities  of  an  air  superior- 


ity  fighter,  that  is,  a  dogfighter,  or  in 
military  slang,  a  "Snoopy  and  the  Red 
Baron"  fighter.  The  F-lllB's  80,000- 
pound  w  eight  with  the  missiles  made 
le  questionable. 

Injured  Pride 

Behind  the  Navy's  search  always 
\^  as  its  implicit  confidence  that  it 
knows  how  to  get  airplanes  built  bet- 
ter than  does  the  Air  Force.  The  Navy, 
after  all,  procured  the  McDonnell 
Douglas  F-4,  which  the  Air  Force  took 
for  its  use  as  well  in  1962.  In  1964 
the  Navy  had  commissioned  the  Ling- 
Temeo-Vought  attack  bomber  A-7, 
which  the  Air  Force  had  adopted  too. 
Navy  pride  was  at  stake. 

In  June  1965  the  Navy  gave  Grum- 
man $1.85  million  to  study  an  alter- 
nate plane  that  could  dogfight  and  still 
carry  the  Phoenix  missile  for  combat 
air  patrol  station.  Grumman  adapted 
its  own  attack  aircraft,  the  A-6,  but 
this  was  not  enough  to  ground  the 
F-111B.  In  1966  McDonnell  Douglas 
submitted  a  proposal  to  the  Navy  for 
a  new  F-4,  adapted  to  the  swing-wing 
technology  of  the  F-lll.  This  also 
failed  to  dislodge  the  F-111B. 

Then,  in  October  1967,  the  Navy 
received  another  proposal.  Everyone 
concerned  says  it  was  unsolicited— al- 
though rivals  point  to  the  decades  of 
Navy-Grumman  partnership  and  raise 
their  eyebrows.  The  proposal  came 
from  Grumman,  the  chief  subcontrac- 
tor on  the  F-111B,  and  it  was  a  design 
for  a  fuselage  that  would  carry  the 
Phoenix  missiles— although  only  two 
of  them— but  which  could  alternately 
carry  a  larger  number  of  lighter  mis- 
siles for  air  superiority  combat.  This 
was  the  VFX.  It  would  use  the  TF-30 
engine  that  would  have  gone  into  the 
F-111B,  and  it  would  employ  the  same 
electronics  as  the  F-111B.  This  would 
enable  it  to  be  built  by  1972.  And,  best 
ol  all,  it  might  one  day  become  the 
foundation   of  an  all-services   fighter. 

By  accident- or  design,  word  of  the 
proposal  got  out  to  the  press.  Three 
other  contractors,  McDonnell  Doug- 
las, North  American  Rockwell  and 
Ling-Temco-Vought,  asked  to  bid  on 
whatever  airplane  was  being  con- 
sidered. A  General  Dynamics  execu- 
tive says  his  people  felt  somewhat  like 
the  cuckolded  husband  when  the  com- 
pany found  out  from  a  television  news 
report  that  its  own  subcontractor- 
partner  had  proposed  a  replacement 
for  the  plane  it  was  building.  Grum- 
man President  Llewellyn  J.  Evans  flew 
last  fall  to  Fort  Worth  to  see  ( General 
Dynamics  Vice  President  Frank  W. 
Davis,  and  then  flew  back  to  New 
York  to  see  CD's  President  Roger 
Lewis  and  try  to  smooth  over  the  situa- 
tion. General  Dynamics  later  asked  to 
bid  on  the  VFX  as  well. 


Evans  of  Grumman 

Did  the  admirals  whisper  a  hint  into 
Grumman's  receptive  ear?  Grumman's 
Evans  insists:  "The  Navy  did  not  make 
us  do  it.  We  did  this  on  our  own  for 
purely  competitive  reasons.  The  pro- 
posal was  a  result  of  our  analysis  over 
about  three  years.  And  we  spent  mil- 
lions of  dollars  on  research  and  wind- 
tunnel  testing.  You  just  can't  sit  around 
and  wait  in  this  business." 

Was  it  cricket  for  Grumman  to  un- 
dermine its  erstwhile  partner?  Well, 
business  is  business,  and  this  was  po- 
tentially big  business.  Grumman's  por- 
tion of  the  F-lll  contract  has  amounted 
to  only  $355  million  so  far,  for  tail  as- 
sembly on  the  Air  Force  version  and 
assembly  and  testing  on  the  Navy  ver- 
sion. Even  had  the  F-111B  program 
gone  on,  the  Navy  would  have  bought 
only  some  300  of  the  planes,  bringing 
in  perhaps  $500  million. 

Even  now  the  Air  Force  is  thinking 
about  an  advanced  fighter  plane  to  re- 
place its  F-4.  The  new  plane  is  known 
as  the  FX.  The  Air  Force's  FX  program 
is  not  as  far  along  as  the  Navy's  VFX. 
Should  the  Navy  get  its  VFX  built  first, 
the  Air  Force  might  well  be  forced  to 
adopt  a  Navy  airplane,  as  it  had  had  to 
do  twice  previously,  and  the  potential 
figure  climbs  to  $25  billion. 

A  Navy  Shop? 

Among  defense  contractors,  Grum- 
man does  not  rank  in  size  with  Mc- 
Donnell Douglas  (sales,  $2.9  billion), 
North  American  Rockwell  ($2.4  bil- 
lion), Lockheed  ($2.3  billion)  or  Boe- 
ing ($2.9  billion).  With  1967  sales  of 
$968  million,  it  stands  in  the  second 
rank  between  Bendix  ($1.2  billion) 
and  Mai  tin  Marietta  ($695  million). 
Yet  it  is  strongly  in  the  running  for 


what  could  be  the  biggest  defense  con- 
tract in  history. 

The  business  has  its  downs  as  well  as 
its  ups.  Grumman  grew  from  a  $325- 
million-volume  company  in  1960  to  a 
$l-billion  one  in  1966,  helped  greatly 
by  contracts  from  the  National  Aero- 
nautics &  Space  Administration  for  the 
lunar  module  and  orbiting  astronomi- 
cal observatory.  In  its  peak  year,  1966, 
space"  accounted  for  roughly  50%  of 
volume,  and  earnings  that  year  reached 
$27.6  million.  The  balance  of  Grum- 
man's business  was  and  is  heavily 
Navy,  although,  says  Lew  Evans,  the 
company  has  been  trying  to  broaden 
its  customer  rolls  beyond  NASA  and 
the  Navy.  But  achieving  a  "rapport 
with  the  Air  Force"  has  been  difficult, 
admits  Evans,  because  Grumman  is 
considered  so  much  the  Navy's  shop. 

Last  year  Grumman's  volume  and 
earnings  fell  as  space  revenues  de- 
clined, and  the  company  cannot  look  to 
space  for  a  near-term  boost.  For  the 
future,  Grumman  needs  a  big  program. 
It  has  the  A-6  plane  which  brings  in 
a  stable  $200  million  a  year,  plus  other 
military  material.  It  also  has  its  Gulf- 
stream  executive  jet  which  accounts 
for  some  8%  of  revenues,  and  will  turn 
the  profit  corner  next  year.  Bevenues, 
says  Chairman  E.  Clinton  Towl,  will 
go  back  to  over  $  1  billion  this  year,  and 
earnings  are  expected  to  be  up  slightly 
from  last  year's  $21.4  million.  But, 
considering  that  its  backlog  of  orders 
amounts  to  just  about  one  year's  sales, 
Grumman  is  only  holding  the  line.  It 
needs  the  VFX. 

Only  the  Beginning 

There  are  many  hurdles  yet.  Obvi- 
ously Grumman  faces  stiff  competitive 
bidding.  There  will  almost  certainly  be 
outcries  in  Congress— no  matter  who 
gets  the  VFX— from  Congressmen 
whose  constituents  get  bypassed.  Con- 
gressmen friendly  to  the  Air  Force  are 
likely  to  be  heard  from  if  the  plane 
becomes  the  foundation  for  the  future 
all-service  fighter.  Also,  in  that  case, 
Grumman  might  well  have  to  share 
the  contract  with  another  contractor 
in  view  of  the  size  of  the  order. 

Finally,  the  defense  budget  itself 
may  be  in  trouble  in  the  years  just 
ahead.  Disillusion  over  the  Vietnam 
war,  rising  taxes  and  competing  de- 
mands for  federal  money  all  will  make 
it  tougher  for  admirals  as  well  as  gen- 
erals to  get  what  they  want  in  the 
future. 

For  all  this,  the  VFX  is  a  contract 
worth  fighting  For,  and  Grumman  has 
taken  its  gloves  off,  knowing  that  it  may 
be  another  decade  before  anything 
potentially  as  big  as  the  VFX  comes 
along.  "This  is  a  damn  competitive 
business,"  says  Lew  Evans,  "and  we're 
going  after  everything  we  can  get."  ■ 
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Tattered  Glory? 

With  earnings  down  for  two  years  running, 
has  du  Pont  lost  its  touch?  Don't  believe  it. 


It  doesn't  happen  very  often,  but  it 
did  last  year:  mighty  E.I.  du  Pont  de 
Nemours,  dean  among  U.S.  growth 
companies,  reported  lower  sales  than 
the  year  before,  its  first  year-to-year 
drop  since  1958.  It  was,  to  be  sure, 
a  decline  of  less  than  3%,  but  it  was 
enough  to  knock  earnings  from  opera- 
tions down  by  20"  to  the  lowest  level 
since  1961. 

Essentially,  du  Pont  has  suffered 
during  the  past  few  years  from  two 
things.  One  is  overcapacity  in  the 
fast-growing  synthetic  fibers  industry 
where  it  is  the  largest  producer.  The 
other  is  the  increasing  sophistication 
of  its  competitors,  who  more  and 
more  seem  able  to  duplicate  or  even 
surpass  du  Pont's  inventions  without 
violating  its  patents. 

Firmer  Fibers 

For  the  moment,  at  least,  both 
problems  have  eased.  On  the  one 
hand,  fiber  demand  has  caught  up  to 
industry  capacity,  and  prices,  which 
lx)ttomed  out  last  summer,  are  edging 
back  up  slowly.  On  the  other  hand,  du 
Pont  believes  it  has  got  "quite  a  jump" 
on  its  competitors  with  its  new  Qiana 
nylon,  the  long-awaited  silklike  "Fi- 
ber V"  that  it  first  mentioned  two 
years  ago  and  finally  introduced  to  the 
public  in  late  June. 

Qiana  (pronounced  key-ahri-a)  will 
add  little  to  du  Pont's  earnings  in  the 
next  two  or  three  years,  according  to 
Nice  President  Dr.  Wallace  E.  Gordon 
Hut  the  improved  fibers  market— which 
accounts  for  nearly  a  third  of  du  Pont's 
sales— alreadv  has  added  to  earnings. 
In  the  first  half  of  1968,  du  Pont's 
earnings  were  up  21.5%  to  $186  mil- 
lion on  a  sales  rise  of  13.3%  to  $1.7 
billion.  Du  Pont  is  making  no  predic- 
tions about  the  rest  of  the  year,  but  if 
the  pattern  continues— and  taking  into 
account  the  10%  surcharge  on  federal 
income  taxes— it  would  mean  per-share 
earnings  of  about  $7.50,  far  better 
than  last  year's  $6.58,  though  still  a 
long   way  from    1965's  record   $8.63. 

The  firming  of  fiber  prices  is  a  big 
reason  for  du  Pont's  improved  earn- 
ings. For  example,  various  high-vol- 
ume nylons  are  priced  3%  to  10%  above 
their  1967  lows,  and  polyester,  another 
high-volume  filler,  is  up  5%.  Mean- 
while demand  is  still  growing,  and  du 
Pont  expects  to  produce  about  20% 
more  fiber  this  year  than  last— 1.3  bil- 
lion pounds  of  nylon,  Dacron,  Orion, 
Lycra  and  other  fibers.  The  combina- 
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tion  of  higher  prices  and  strong  de- 
mand cannot  help  but  exert  a  lever- 
aged effect  on  earnings. 

In  fact,  there  is  every  reason  to  be- 
lieve that  last  year's  earnings  dip  and 
that  of  the  year  before  were  but  short- 
range  downticks  in  a  steady  upward 
curve.  Synthetic  fibers  have  been  cap- 
turing an  ever-increasing  share  of  the 
market  for  fabrics,  clothes,  rugs,  tires 
and  industrial  products.  So  much  so 
that  demand  has  been  growing  at  an 
18%-22%  yearly  rate  since  1959.  One 
result,  of  course,  has  been  to  stimulate 
additional  competition  from  other  ma- 
jor chemical  firms,  such  as  Celanese, 
Monsanto  and  Allied.  Another  result 
was  that  capacity  grew  even  faster 
than  demand.  When  this  increasing 
capacity  ran  into  a  mild  slackening  of 
demand  in  early  1966,  the  result  was 
sharp  pressure  on  prices.  Everyone  suf- 
fered, even  du  Pont,  which  still  con- 
trols more  than  45%  of  the  total  U.S. 
market  for  noncellulose  fibers  (those 
made  from  a  chemical  base  rather  than 
a  wood  base). 

Right  now  the  industry  is  running 
at  about  90%  of  estimated  capacity. 
Du  Pont's  Gordon  says:  "Every  du 
Pont  fiber  is  up  sharply  in  sales  over 
last  year.  In  fact,  we  have  set  sales  rec- 
ords almost  every  month  this  year." 
This  is  not  to  say  that  du  Pont  is  likely 
to  run  away  with  the  noncellulose  mar- 
ket again  as  it  did  in  the  Forties  and 
Fifties,  when  its  huge  research  and  de- 
velopment program  (now  running 
about  $110  million  a  year)  provided 
it  with  one  proprietary  product  after 
another,  including  the  first  acrylic, 
Orion,  and  the  first  spandex,  Lycra. 

For  one  thing,  other  companies  offer 
their  own  specialty  fibers;  while  some 
are  imitations  of  du  Pont  products, 
many  are  original,  such  as  Union  Car- 
bide's Dynel  and  Eastman's  Verel,  two 


modacrylic  fibers  that  du  Pont  does 
not  make.  For  another,  when  demand 
becomes  strong  enough,  a  fiber  is 
pushed  down  to  commodity  status. 
Dacron  and  other  polyesters,  for  ex- 
ample, are  now  cheap  enough  to  be 
used  in  bedsheets. 

As  shown  in  the  Forbes  20th  An- 
nual Report  on  American  Industry 
(Jan.  1),  du  Pont's  sales  in  the  past 
five  years  have  grown  at  a  far  slower 
pace  than  the  sales  of  its  five  major 
competitors.  Du  Pont  insists,  however, 
that  volume  and  market  share  are 
much  less  important  to  it  than  profit- 
ability; indeed,  du  Pont  led  its  five 
rivals  in  all  three  of  the  Forbes  profit- 
ability yardsticks:  return  on  equity, 
return  on  capital  and  operating  profit 
margin.  Its  high  return  on  equity  (17% 
for  the  latest  five  years)  is  the  more 
impressive  in  view  of  the  fact  that  du 
Pont,  with  relatively  little  debt,  has 
a  less  leveraged  capital  structure  than 
any  of  its  major  U.S.  competitors. 

That  developing  synthetic  substi- 
tutes can  be  a  chancy  business  is  well 
illustrated  by  du  Pont's  experience 
with  Corfam  poromeric,  which  was 
introduced  in  late  1963  after  nearly 
15  years  of  development.  By  mid- 1967 
Corfam  had  competition  from  two 
other  leather  substitutes;  still  worse, 
leather  prices  dropped,  and  du  Pont 
had  to  cut  Corfam  prices  by  15%  to 
20%.  Even  so,  du  Pont's  Corfam  divi- 
sion says  it's  selling  all  it  can  produce, 
and  two  weeks  ago  the  division  an- 
nounced Dorzan,  a  new  nylon  ma- 
terial that  is  a  substitute  for  fabrics 
in  casual  shoes. 

Another  Dacron? 

As  for  Qiana,  Gordon  hopes  that 
it  will  remain  unique  for  a  long  time- 
perhaps  as  long  as  Dacron,  which  did 
not  have  a  U.S.  competitor  for  five 
years  after  its  introduction  in  1953 
(mainly  because  it  was  produced  un- 
der license  from  the  English  firm  that 
invented  it).  Gordon  says  Qiana  has 
been  in  the  works  for  nearly  20  years 
and  du  Pont  has  spent  more  money 
on  it  than  on  any  other  fiber.  But  this 
expenditure  will  be  well  worth  it,  Gor- 
don believes,  because  Qiana  is  poten- 
tially the  most  versatile  of  all  man- 
made  fibers  and  is  superior  in  every 
way  to  other  nylons.  For  the  moment 
it  will  be  sold  primarily  for  use  in  high- 
priced  women's  fashions. 

When  du  Pont  officials  unveiled 
Qiana  to  the  press,  a  respected  indus- 
try consultant  told  them,  "I  think  that 
you  have  eliminated  from  the  vocabu- 
lary of  the  younger  generation  a  four- 
letter  word-'silk.'  "  The  Old  Master  of 
Wilmington  may  have  tougher  compe- 
tition these  days,  but  it  certainly  hasn't 
lost  its  touch.  ■ 
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Grounded 

Fairchild  Hiller  gambled  and  lost  with  its 
"whistle-stop"  jetliner.  It  may  also  have  lost 
its  ability  to  remain  in  the  airplane  business. 


Twentv  years  ago  or  more,  building 
airplanes  was  a  fun  business,  in  the 
sense  that  a  manufacturer  could  whip 
up  an  original  design,  produce  a  few 
planes  and  then  see  who  would  buy 
them.  But  that  era  is  long  gone,  as 
was  brutally  demonstrated  six  weeks 
ago  when  Edward  G.  Uhl,  50-year-old 
president  of  Fairchild  Hiller  Corp.  of 
Germantown,  Md.,  announced  that  his 
company  had  canceled  plans  to  pro- 
duce a  small  twin-jet  commercial  air- 
liner. It  was  no  surprise,  for  the  Fair- 
child  228-as  the  ill-fated  craft  was 
called— was  a  product  of  the  old 
school:  First  build  a  plane,  then  try 
to  sell  it. 

In  the  jet  age,  where  even  a  small 
airliner  costs  $40  million  or  so  to  de- 
velop, it  was  an  expensive  gamble.  So 
expensive  that  Uhl  says  the  company 
will  be  in  the  red  this  year,  although 
he  won't  estimate  how  much.  What  it 
all  means  is  that  venerable  Fairchild, 
the  nation's  second-largest  aircraft 
builder  in  the  early  Thirties,  is  right 
back  where  it  was  before  Uhl  took 
command  in  1961. 

For  the  years  1958-60,  Fairchild 
lost  nearly  $22  million  on  sales  of  only 
$347  million.  Chairman  Sherman  Fair- 
child,  the  aviation  pioneer  who  started 
the  company,  lured  Uhl  away  from 
Ryan  Aeronautical,  where  he  was  a 
vice  president,  and  put  him  in  charge. 
An  aggressive  and  tough-minded  chief 
executive,  Uhl  did  a  remarkable  job  in 
building  sales  and  profits.  One  big  step 
was  the  acquisition  of  two  companies 
sicker  than  even  Fairchild:  Hiller  Air- 
craft, which  had  strong  vertical /short 
takeoff  and  landing  (V/STOL)  know- 
how,  and  Republic  Aviation,  which  had 
a  strong  base  in  building  military  air- 
craft and  in  fabricating  titanium  used 
in  supersonic  planes.  Under  Uhl's  guid- 
ance, Fairchild  last  year  reported  sales 
of  a  record  $269  million  and  earnings 
of  $5.4  million,  also  a  record. 

But  now  everything  seems  to  be  go- 
ing wrong.  For  1968  sales  could  drop 
to  $240  million  or  less.  Most  of  the 
decline  will  be  in  civilian  sales,  which 
last  year  accounted  for  only  25%  of 
total  sales  but  a  much  higher  share  of 
profits.  No  orders  for  the  twin-engine 
turboprop  FH-227  airliner  (developed 
from  the  Dutch  Fokker  F-27  model) 
have  been  received  since  February. 
Reason:  Corporations  and  regional  air- 
lines, the  biggest  customers,  have  both 
switched  to  jets,  and  commuter  airlines 
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are  buying  Beech  Aircraft's  smaller, 
cheaper  Model  99.  The  cancellation 
of  the  FH-227's  successor,  the  228  jet- 
liner (also  developed  in  conjunction 
with  Fokker),  means  a  write-off  of  pos- 
sibly as  much  as  $20  million. 

Meanwhile,  Fairchild  has  stopped 
its  work  on  the  Boeing  SST  pending 
possible  design  changes.  It  has  begun 
delivering  wing  sections  to  Boeing  for 
the  747  jumbo  jet,  but  Boeing  hasn't 
yet  signed  a  contract. 

Uhl  had  been  aiming  for  a  50/50 
civilian/Government  sales  ratio  by 
1972  and  an  increase  in  sales  to  $500 
million  as  well.  In  February  of  last 
year  he  announced  the  228  jet,  a  50- 
to-60-passenger  twin-jet  "whistle-stop" 
airliner  designed  specifically  for  the 
80-to- 100-mile  hops  so  common  on  re- 
gional carriers.  It  was  to  play  a  major 
role  in  achieving  Uhl's  goals.  Develop- 
ment time  and  costs  were  to  be  sharply 
reduced  because  of  the  partnership 
with  Fokker.  Deliveries  were  to  begin 
in  early  1970,  and  projected  total  sales 
in  the  U.S.  through  1980  were  250  to 
450  planes,  worth  between  $600  mil- 
lion and  $1.2  billion,  at  a  per-plane 
price  of  $2.4  million  to  $2.7  million. 

No  Customers 

But  Uhl  had  overlooked  one  detail: 
customers.  As  time  went  by,  only  one 
airline— Air  West— ordered  any.  And 
when  Air  West  canceled  its  three-plane 
tentative  order  in  June,  there  was  little 
that  Uhl  could  do  but  abort  the  project 
and  instead  sell  the  Fokker  version, 

Uhl  of  Fairchild  Hiller 


already  being  produced   in   Holland. 

In  developing  the  228,  Fairchild 
had  positioned  an  airplane  dead-center 
on  a  market  that  doesn't  exist.  A 
Forbes  survey  of  regional  airline  offi- 
cials revealed  two  reactions  to  the  228 : 
It  was  too  late— the  economies  of  up- 
grading to  bigger  turboprops  or  pure 
jets  are  so  pressing  that  the  airlines 
must  convert  now,  not  in  1970.  And  it 
was  too  small— with  passenger  traffic 
growing  15%  a  year,  the  228  would 
soon  have  been  suitable  only  for  the 
least-traveled  routes.  To  make  matters 
worse,  the  7%  investment  tax  credit 
was  suspended  a  few  months  before 
the  228  was  announced,  many  of  Fair- 
child's  prospective  customers  disap- 
peared in  mergers,  and  used  DC-9s 
began  coming  into  the  market. 

But  the  twin-jet  market  itself  has 
boomed.  In  the  size  class  just  above 
the  228,  British  Aircraft  Corp.  has  sold 
158  Ills,  Boeing  has  sold  207  of  its 
737s  and  Douglas  has  topped  the  500 
mark  with  its  DC-9.  In  the  size  class 
just  below  the  228,  Grumman  has  sold 
more  than  80  of  its  just-introduced 
Gulfstream  II  business  jet,  which  is 
priced  about  the  same  as  the  228. 

Too  Proud? 

Pride  probably  had  much  to  do  with 
the  228  blunder.  The  company  liked 
to  refer  to  itself,  in  the  days  before 
Lockheed  introduced  its  air  bus,  as 
"one  of  only  three  U.S.  companies  cur- 
rently producing  transport  airliners," 
as  if  its  short-range  turboprop  FH- 
227  were  the  equivalent  of  an  ocean- 
hopping  Super  DC-8.  In  challenging 
the  bigger  aircraft  builders,  Uhl  bit  off 
more  than  Fairchild  could  chew.  In 
sales  alone,  each  of  the  others  is  three 
to  ten  times  as  big  as  Fairchild,  and 
all  are  much  more  profitable. 

And  so  the  company  that  built  such 
famous  planes  as  the  C-82  Flying  Box- 
car and  the  P-47  Thunderbolt  is  no 
longer  building  a  complete  aircraft, 
except  for  small  helicopters  and  single- 
engine  utility  planes.  Of  course,  Uhl 
has  pushed  Fairchild  into  many  other 
areas— space,  electronics,  ground  ser- 
vicing, chemicals  and  even  airplane 
seats— but  these  activities  produce  a 
relatively  small  amount  of  sales  and 
can  hardly  support  the  overhead  of  the 
company's  large  manufacturing  com- 
plex. Fairchild,  according  to  one 
spokesman,  will  shortly  "be  doing  oth- 
er things  and  moving  in  other  direc- 
tions." Whether  this  means  the  com- 
pany has  to  ride  out  a  bad  year  or  two 
or  is  fighting  for  survival  isn't  clear  yet. 

Does  this  mean  it  will  disappear 
into  a  merger?  Or  simply  abandon  the 
airplane  business  and  subsist  on  other 
products?  In  either  case,  Fairchild 
clearly  has  lost  its  gamble  to  survive 
as  a  major  aircraft  maker.  ■ 
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Success  Story 


Here's  a  multibillion-dollar  industry  that  has  doubled  since  1962  and  is  showing  no  signs 
of  slowing  down.  Computers?  Electronics?  Communications?  No,  the  cat-and-dog  business. 


A  day  in  the  life  of  a  dog: 

He  lies  abed  late  on  his  electrically 
heated  sleeping  pad,  dressed  in  silk 
pajamas,  until  the  maid  awakens  him 
(gently,  of  course),  slips  him  into  his 
bathrobe,  brushes  his  teeth  and  fresh- 
ens his  breath  with  a  mouth  spray.  He 
nibbles  a  gourmet  dog  biscuit  or  two, 
and  now  it's  time  for  his  morning  con- 
stitutional. The  maid  undresses  him, 
wraps  him  in  his  coat  (a  mink)  and 
puts  his  diamond-studded  collar  and 
leash  on  him. 

His  dog  walker  is  a  professional  who 
charges  S15  a  week  to  walk  him  with 
his  buddies,  because  his  master 
wouldn't  think  of  asking  the  maid  to 
walk  him  without  any  other  dogs  to 
nuzzle.  That  would  be  just  terrible  for 
his  psyche.  As  Jim  Buck,  a  36-year-old 
New  York  City  professional  dog  walk- 
er, has  observed:  "Dogs  are  entitled  to 
emotional  as  well  as  physical  outlets. 
1 1 ist  as  children  need  to  rub  elbows 
with  other  children,  so  dogs  need  to 
rub  noses  with  other  dogs." 

Today  is  his  day  at  the  beauty  par- 
lor. A  special  dog  taxi  arrives  for  him, 
and  the  driver  straps  him  into  a  spe- 
cial clou  seat  belt.  At  the  beauty  par- 
lor: a  nail  trim,  a  hair  trim,  a  shampoo, 
a  rinse— not  much,  just  enough  to  make 
him  feel  presentable  for  dinner. 

There  is  a  choice  for  dinner:  beef 
cooked  in  a  burgundy  wine  sauce,  ribs 
ol  veal,  or  ribs  of  lamb. 

Then  it's  early  to  bed,  because  to- 
morrow will  be  a  hard  day,  too.  To- 
morrow he's  visiting  his  psychiatrist. 
Like  so  many  other  members  of  this 
affluent  society  (his  master,  for  ex- 
ample), he's  been  just  a  bundle  of 
nerves  lately. 

Food  for  Thought 

This  day  in  the  life  of  a  dog  may  be 
something  to  laugh  at,  but  it's  nothing 
to  sneeze  at.  It  represents  a  business 
that  has  grown  from  SI  billion  in  1962 
to  over  $2  billion  last  year  and  is  grow- 
ing at  the  same  rate  still:  the  pet  busi- 
ness. Oi  this,  the  manufacturers  of  pet 
foods  are  getting  the  biggest  slice, 
S843  million  last  year,  up  $336  million 
in  the  past  three  years  and  expected  to 
reach  SI  billion  in  1969.  Other  items 
contributing  to  this  figure  include  me- 
dicinal aids,  garments  and  accessories, 
toys  and  the  sale  of  pets.  The  $2-bil- 
lion  figure  is  slightly  greater  than  the ' 
gross  national  product  of  the  7.9  mil- 
lion people  of  Ghana. 

Many   of   the   big   food   companies 


have  gone  into  pet  foods— Armour, 
Borden,  Carnation,  General  Foods,  Na- 
tional Biscuit,  Ralston  Purina,  Quaker 
Oats  and  John  Morrell— and  so  have 
two  of  the  nation's  leading  tobacco 
companies,  Liggett  &  Myers,  which 
makes  ALPO,  a  dog  food,  and  P.  Loril- 
lard  &  Co.,  which  produces  Tabby  Cat. 
Yet  the  nature  of  the  market  is  such  that 
it  also  supports  nearly  2,000  smaller 
companies. 

Dolph  von  Arx,  pet  food  product 
group  director  for  Ralston  Purina,  es- 
timates that  the  market  for  dog  food 
is  growing  almost  twice  as  fast  as  that 
of  the  average  grocery  store  product, 
and  for  cat  food  even  faster.  One  rea- 
son is  that  TV  dinners  and  the  like  are 
cutting  down  on  table  scraps,  long  the 
mainstay  of  the  cat  and  dog  diet.  An- 
other reason  is  that  "people  are  com- 
ing  to  believe  that  their  dog  should 
eat  in  the  same  manner  that  they  do." 
Thus,  when  Ralston  testmarketed 
Chuck  Wagon  (a  dog  food)  a  few 
years  ago,  it  found  its  customers  far 
preferred  it  as  an  "instant  dinner"— a 
dry  food  with  water  added— than  they 
did  as  a  dry  food.  "When  we  identified 
it  with  human  food  characteristics," 
von  Arx  says,  "it  was  remarkable  how 
much  better  the  response  was." 

The  fastest-growing  part  of  the  mar- 
ket, though  it  still  represents  a  relative- 
ly insignificant  fraction— is  gourmet 
pet  foods.  In  addition  to  its  regular 
canned  foods,  ALPO  markets  ribs  of 
veal  and  chunks  of  lamb,  which  are 
sold  in  14/2-ounce  cans  for  about  30 
cents;  Quaker  Oats  puts  out  special 
cuts  resembling  chunks  of  beef, 
wrapped  in  plastic  and  selling  at  79 
cents  for  a  24-ounce  bag.  Gimbels  de- 
partment store  in  New  York  markets 
a  brand  of  dog  food  called  Voila  with 
the  slogan,  "If  there  were  a  gourmet 
restaurant  for  dogs,  it  would  serve 
Voila."  A  6M-ounce  can  costs  39  cents 
(vs.  6  cents  to  17  cents  for  14/2  ounces 
of  ordinary  dog  food)  yet  Ralph  Van 
Weisman,  manager  of  Gimbels'  pet  de- 
partment says,  "We  can't  meet  the 
demand  for  it." 

According  to  Lorillard  president,  J. 
Edgar  Bennett,  his  company  bought 
Usen  Pet  Foods  because  the  pet-food 
business  has  a  great  deal  in  common 
with  the  cigarette  business.  "It's  di- 
rected at  the  same  broad  spectrum  of 
consumers  that  Lorillard  reaches  with 
its  cigarette  advertising,  and  we,  there- 
fore, can  use  much  the  same  media. 
Moreover,    it,    too,    is   highly   volatile, 


featuring  a  proliferation  of  new  flavors 
and  types." 

Bennett  also  points  out  that  most 
pet  foods  are  sold  in  supermarkets, 
where  more  than  50%  of  all  cigarette 
sales  occur.  The  volatility  of  the  ciga- 
rette business  comes  from  the  fact  that, 
despite  the  ads,  cigarette  smokers 
would  rather  switch  than  fight.  The 
same  is  true  of  pet  owners.  They  are 
forever  changing  brands  in  the  hope 
of  finding  one  their  pets  will  really  en- 
joy. And  they  don't  seem  to  care  how 
much  they  pay. 

It's  a  preposterous  search,  the  ex- 
perts say,  because  dogs  are  not  gour- 
mets. "The  logical  way  to  feed  a  dog 
is  simply  to  buy  an  inexpensive  50- 
pound  bag  of  food  and  feed  him  the 
same  thing  every  day,"  says  Lawrence 
Speigel,  whose  testimony  is  especially 
impressive  since  he  makes  his  living 
from  the  pet-food  industry  as  a  con- 
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sultant.  "If  the  dog  doesn't  eat,  say 
'To  hell  with  you'  and  offer  him  the 
same  thing  24  hours  later.  Dogs  don't 
need  variety.  That's  a  myth." 

A  Perennial  Adolescent 

Speigel  sees  the  boom  in  the  pet  in- 
dustry as  the  result  of  a  phenomenon 
he  calls  "humanization."  He  says  the 
dog,  especially,  is  assuming  the  role  of 
a  child  in  the  American  family.  "The 
puppy  comes  into  the  family  first  as  a 
toy,"  says  Speigel.  "Then  it  becomes  a 
baby.  Later  it  may  become  so  much  a 
member  of  the  family  it  can  rule  its 
existence.  It  never  gets  beyond  the 
adolescent  stage  because  it  can't  com- 
pletely care  for  itself." 

Says  Dr.  Boris  Levinson,  a  profes- 
sor of  psychology  at  Yeshiva  Uni- 
versity:  "Personally  I  find  that  dogs 


reciprocate  affection  much  more  than 
human  beings  do." 

The  humanization  theory  may  ex- 
plain several  other  aspects  of  the  boom 
in  the  pet  business— for  example,  the 
increasing  preoccupation  with  putting 
clothes  on  dogs.  On  New  York's  Up- 
per East  Side  there  is  now  a  shop, 
"Canine  Styles,"  where  the  well-heeled 
pet  owner  may  treat  his  well-heeled 
poodle  to  a  $25  coat  and  complete 
her  wardrobe  with  a  $5.95  Princess 
leash  inspired  by  the  accessories  de- 
signed for  the  poodles  owned  by  Prin- 
cess Grace  of  Monaco.  The  less  afflu- 
ent can  do  pretty  much  the  same  thing 
on  a  less  expensive  scale  at  Wool- 
worth's,  which  carries  a  complete  line 
of  coats  at  prices  ranging  from  $3.95 
to  $8.95. 

Does  a  poodle  really  need  a  coat 
when  she  already  has  the  one  she  was 
born  with?  Says  Richard  A.  West,  chief 
buyer  for  Woolworth's  pet  depart- 
ment: "Not  that  I  know  of." 

Draping  poodles  and  Siamese  cats 
in  mink  and  showering  them  with  dia- 
monds is,  of  course,  the  ultimate;  and 
it  makes  even  many  people  in  the  pet 
business  shudder.  "That's  really  the 
gimmick  end  of  the  business,'  says 
Gimbels'  Van  Weisman. 

Inevitably,  there  are  now  medical 
and  hospitalization  programs  for  dogs. 
One  of  them,  New  York  City's  "Canine 


Shield,"  describes  itself  as  a  "'Blue 
Cross'  type  of  .  .  .  program  which  in- 
sures dogs  against  accident,  sickness 
and  disease."  Canine  Shield  pays  the 
veterinarian's  fee  up  to  $100  for  every 
accident  that  may  befall  the  dog,  and 
the  fee  in  excess  of  $10  and  up  to  $100 
for  each  illness.  The  premium:  $12  for 
six  months,  $18  per  year.  No  physical 
examination  is  required. 

One  of  the  strangest  aspects  of  the 
humanization  phenomenon  is  that  peo- 
ple increasingly  are  treating  cats  and 
dogs  like  people  even  after  they  die. 
The  American  way  of  death  that  so 
horrified  Jessica  Mitford  is  becoming 
more  and  more  common  for  pets,  too. 
Says  a  brochure  for  the  Marble  Hill 
Crematory  in  New  York:  "Within  the 
walls  of  the  chapel  with  its  18th  cen- 
tury decor,  pet  owners  over  the  years 
have  found  the  sorrow  of  their  loss 
softened  in  the  atmosphere  of  dignity 
and  peace."  A  cremation  at  Marble  Hill 
costs  $55  and  includes  pickup,  a  funer- 
al service  and  the  return  of  the  ashes 
to  the  owner. 

Men  with  Ideas 

The  boom  in  the  pet  business  has 
created  great  opportunities  for  men 
with  ideas.  Jim  Buck  left  a  job  as  a  vice 
president  of  a  small  electronics  com- 
pany to  start  a  dog-walking  service 
eight  years  ago.  His  present  job  may 


not  be  quite  as  impressive,  but  he  now 
grosses  $25,000  a  year. 

In  Philadelphia,  26-year-old  William 
Effros  has  programmed  a  computer  to 
answer  just  about  any  question  a  pet 
owner  or  prospective  pet  owner  might 
ask;  for  example,  the  characteristics  of 
a  particular  breed  of  dogs  or  where  a 
certain  breed  can  be  purchased.  Effros' 
company,  Dog  Data,  receives  about  50 
telephone  queries  a  day.  It  doesn't 
charge  the  caller  anything.  It  makes  its 
money  from  commissions  on  sales  by 
kennels  to  which  it  refers  callers. 

Philadelphia  also  is  the  headquarters 
of  Puppy  Palaces,  which  has  intro- 
duced franchising  for  selling  dogs. 
Puppy  Palaces,  in  effect,  is  a  chain  of 
dog  supermarkets  started  two  years 
ago  by  Norman  Docktor,  the  37-year- 
old  son  of  a  Philadelphia  pet-shop 
owner.  "Puppy  Palaces  takes  a  new 
approach  to  pet  merchandising."  says 
Docktor.  "Its  11  stores  concentrate  on 
selling  puppies  and  puppy  supplies  and 


should  do  approximately  $2.5  million 
in  business  this  year."  Docktor  gives 
his  franchisees  a  60-day  course  (for 
about  $5,000)  in  merchandising  dogs 
before  siccing  them  on  the  public.  He 
supplies  them  with  the  dogs.  Like  any 
good  supermarket  chain,  Docktor  gives 
his  customers  variety  in  brands  and  in 
prices.  His  merchandise  ranges  from 
dog  toys  costing  29  cents  to  Lhasa 
Apsos,  costing  $400  and  more. 

This  year  Docktor  expects  the  Puppy 
Palaces  to  sell  more  than  20,000  dogs 
at  an  average  price  of  $200.  "One  of 
our  slogans  is  that  we  will  sell  you 
the  right  puppy  or  not  sell  you  a  puppy 
at  all,"  he  says.  To  ensure  this,  the 
stores  have  "puppy  love  rooms."  Says 
Docktor:  "The  family  can  spend  an 
hour  or  more  getting  acquainted  with 
the  puppy  dogs  they  meet  through  our 
suggestions  and  recommendations." 
He  ddds  that,  if  the  family  later  (with- 
in a  week)  decides  it  fell  in  love  with 
the  wrong  puppy,  he  will  replace  it 
with  another  puppy  of  equal  monetary 
value. 

For  the  Birds 

Although  dogs  are  the  biggest  factor 
in  the  pet  business  (more  than  19.5 
million  households  in  the  U.S.  have 


dogs) ,  there  is  money  in  fish,  birds  and 
cats,  too.  Sternco  Co.  of  Harrison,  N.J., 
which  specializes  in  fish  and  pet  sup- 
plies, last  year  had  sales  of  about  $27 
million.  This  represented  an  increase 
of  15%  over  1966  and  a  fourfold  in- 
crease since  1960. 

"My  father  Max  started  importing 
birds  in  1926,"  says  30-year-old  Leon- 
ard Stern,  executive  vice  president  of 
Sternco.  "At  that  time,  virtually  all  the 
business  was  in  small-time  pet  shops. 
He  helped  develop  the  concept  of  mass 
distribution  of  pet  supplies.  After 
World  War  II,  he  extended  the  con- 
cept to  supermarkets." 

Max  Stern,  who  is  the  president  of 
Sternco  and  the  co-owner  of  Hartz 
Mountain  Bird  Seed,  has  brought  the 
pet  business  a  long  way  into  the  age  of 
technology.  Hartz  Mountain  maintains 
two  impressive  R&D  labs  where  the 
warbling  of  birds  mingles  with  the 
hum  of  a  computer.  Sternco  is  now  test- 
marketing  goldfish  packaged  in  plastic 
bags  on  the  supermarket  shelves. 

The  increasing  proclivity  of  humans 
to  identify  with  pets  is  having  some 
unexpected  results.  If  dogs  are  now 
eating  gourmet  meals,  humans  may 
soon  be  eating  modified  dog  food.  Food 
consultant  Speigel  notes  that  some  hu- 
man snack  foods  are  "assuming  shapes 
that  suggest  extruded  pet  foods."  And 
why  not?  If  it's  good  enough  for  pets, 
isn't  it  good  enough  for  people?  ■ 


End  Run 

Unable  to  beat  CATV, 
the  big  broadcasters 
have  started  to  join  it. 

It  was  nearly  20  years  ago,  in  1949, 
that  community  antenna  television  op- 
erators began  picking  up  broadcast  sig- 
nals from  the  air  with  huge  anten- 
nas and  piping  them  through  cables 
into  homes  in  cities  across  the  U.S. 
For  the  installation  charge  and  month- 
ly fee  of  $5  or  so  the  customer  got 
far  better  reception  than  he  could 
without  CATV,  including  the  ability 
to  pick  up  stations  he  could  not  ordi- 
narily receive.  Today  some  2,000 
CATV  systems  have  total  annual  rev- 
enues of  about  $200  million  a  year. 

Some  optimists  think  this  is  only  the 
beginning,  that  one  day  CATV  will  be 
bigger  than  network  TV  is  today  ($1.5 
billion ) .  The  optimists  received  a  shot 
in  the  arm  from  the  Supreme  Court 
last  month.  There  had  long  been  un- 
certainty about  whether  the  CATV 
operators  had  to  pay  royalties  to  broad- 
casters whose  programs  they  picked 
up  for  rebroadcast.  Six  weeks  ago,  be- 
fore adjourning  for  the  summer,  the 
Supreme  Court  eliminated  that  uncer- 
tainty. The  Court  decided  that  CATV 
operators  did  not  have  to  pay  royalties. 

This  bit  of  good  news  for  CATV 
spelled  bad  news  for  broadcasters.  For 
many  network  and  independent  TV 
stations  CATV  threatens  to  fragment 
their  markets  by  bringing  in  rival  sta- 
tions that  the  ordinary  home  antenna 
can't  receive.  Further  down  the  road, 
CATV  stations  themselves  could  orig- 
inate programs,  or  even  commercials, 
aimed  at  a  local  or  specialized  market. 
(Manhattan  Cable  TV  Corp.  in  the 
southern  half  of  Manhattan,  is  about 
to  start  running  its  own  feature  films 
nightly  through  its  cables). 

For  the  telephone  companies  CATV 
is  both  a  threat  and  an  opportunity. 
A  threat  if  the  antenna-to-home  cables 
belong  to  somebody  else;  an  oppor- 
tunity if  the  phone  companies  can  find 
ways  to  control  the  cables  themselves. 

Friend  or  Foe? 

While  publicly  fighting  CATV, 
broadcasters  and  telephone  companies 
have  been  quietly  joining  it.  Today 
more  than  1  million  of  the  U.S.'  3  mil- 
lion CATV  subscribers  are  customers 
of  broadcaster-owned  CATV  systems; 
in  the  past  year  broadcasters  were  in 
on  more  than  half  of  the  new  systems 
started.  Today  11  of  the  15  members 
of  the  National  Association  of  Broad- 
casters' TV  board  have  invested  in 
CATV.  With  few  exceptions,  every 
major  TV  station  group  in  the  country 
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has  extensive  and  growing  interests  in 
CATV.  Columbia  Broadcasting  Sys- 
tem, through  its  extensive  CATV  in- 
terests in  Canada  and  the  West  Coast 
is  one  of  the  biggest,  if  not  the  biggest 
CATV  operator  in  the  world,  with 
more  than  100,000  subscribers  hooked 
into  its  systems.  NBC  owns  five  sys- 
tems serving  12,000  subscribers. 

American  Telephone  &  Telegraph 
is  prevented  from  participating  direct- 
ly in  CATV.  In  a  1956  consent  decree 
it  agreed  not  to  expand  further  outside 
the  telephone  service  business.  But 
AT&T  has  also  shouldered  its  way  into 
CATV  through  the  side  door.  It  has 
an  estimated  $40  million  invested  in 
the  industry.  AT&T  began  by  leasing 
pole  space  to  cable  companies.  It  soon 
learned  it  could  participate  more  di- 
rectly by  owning  its  own  CATV  sys- 
tems and  leasing  them  to  CATV  oper- 
ators. Today  one  CATV  system  in  20 
is  owned  by  AT&T. 

The  independent  phone  companies, 
not  bound  by  the  consent  decree,  have 
invaded  CATV  without  hesitation.  Last 
year  17%  of  all  applications  for  CATV 
franchises  were  from  independent 
phone  companies.  General  Telephone 
&  Electronics,  United  Utilities,  Con- 
tinental Telephone,  and  Carolina  Tele- 
phone &  Telegraph  are  deeply  in- 
volved in  CATV. 

The  bandwagon  is  really  rolling. 
Other  large  interests  with  vast  financial 
and  technological  knowhow  are  dab- 
bling in  CATV,  all  hoping  to  get  in  on 
the  ground  floor  of  something  big. 
RCA,  Gulf  &  Western,  Avco,  General 
Electric,  Westinghouse,  Motorola, 
Time  Inc.,  Kaiser  and  General  Tire 
are  all  getting  into  CATV  either  as 
equipment  makers  or  operators  or  both. 

Richard  M.  Galkin,  the  30-year-old 
manager  of  Time  Inc.'s  16  CATV  op- 
erations says,  "Frankly,  I  see  all  of 
Time  Inc.'s  products  being  brought  to 
the  consumer  through  the  cable."  With 


the  cable  delivering  not  only  all  Time 
Inc.'s  broadcast  signals  but  also  all  its 
magazines,  books  and  educational  ma- 
terial, the  $175  million  a  year  the  com- 
pany now  spends  for  paper,  printing 
and  mailing  would  be  saved.  "Remem- 
ber,'we  spend  $175  million  a  year  on 
production  and  distribution  of  our 
products,"  Galkin  says.  "For  that  kind 
of  money  you  could  build  a  lot  of 
CATV  systems." 

.  Gulf  &  Western  got  into  CATV  al- 
most by  accident.  When  it  purchased 
Paramount  in  1966,  it  spun  Para- 
mount's  small  CATV  operations  off 
into  its  own  division.  "We  believe 
CATV  could  be  extremely  compatible 
with  our  entertainment  operations," 
says  James  Shaw,  a  G&W  vice  presi- 
dent. He  predicts  that  one  day  G&W's 
CATV  division  will  have  the  audience 
and  resources  to  go  to  Paramount  and 
say,  "Here's  $4  million;  make  us  a 
picture  for  our  subscribers." 

Powerful  Alliances 

With  this  kind  of  competition  mov- 
ing in,  the  original  CATV  operators 
are  in  need  of  powerful  friends.  They 
are  still  mostly  small,  single  or  group 
operators,  with  revenues  rarely  over 
$10  million  a  year.  In  the  big  cities, 
however,  still  largely  virgin  territory, 
risks  and  opportunities  are  immense. 
That's  why  TelePrompTer  (now  spend- 
ing $30  million-plus  borrowed  from 
banks  and  insurance  companies  to 
hook  up  400,000  potential  customers 
on  the  northern  half  of  Manhattan), 
made  a  deal  with  Hughes  Aircraft. 
Hughes  now  owns  almost  20%  of  Tele- 
PrompTer, and  they  each  own  half  of 
a  Los  Angeles  CATV  franchise  and  a 
CATV  equipment  company. 

"The  era  of  the  jerry-rigged  system 
and  the  fabricating  of  gear  in  the  ga- 
rage or  the  woodshed  is  long  past," 
says  TelePrompTer  chief  Irving  B. 
Kahn.  "I'm  convinced  that  we  must 
look  far  afield  and  must  make  alliances 
with  others  who  have  greater  capabili- 
ties and  resources." 

A  similar  need  for  backing  prompted 
Terrold  Corp.,  the  biggest  CATV 
equipment  supplier  and  operator  of 
18  systems,  to  merge  with  General 
Instrument.  "At  Jerrold  we  were  just 
a  little  guy,"  says  President  Robert 
Beisswenger.  "RCA  and  that  kind  of 
giant  can  lose  more  than  $50  million 
a  year  in  coffee  breaks.  I  want  to  be  a 
big  guy,  and  I'm  looking  forward  to  the 
time  when  the  big  guys  get  into  this. 
I  want  to  survive  against  them."  The 
same  instinct  for  survival  prompted 
the  mergers  of  GenCoe  Inc.  with  Liv- 
ingston Oil  and  Vumore  with  General 
Tire's  RKO  General,  Inc. 

For  all  of  this,  CATV  still  operates 
under  some  severe  restrictions.  For  one 
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thing,    the    Federal    Communications 

Commission  forbids  it  to  sell  advertis- 
ing time.  Moreover,  the  big  networks 
and  TV  stations,  seeking  to  stop  frag- 
mentation of  their  major  markets, 
have  been  able  to  stunt  CATVs 
growth.  They  persuaded  the  FCC  to 
forbid  new  CATV  systems  in  the  100 
top  markets  where  such  systems  would 
bring  in  signals  not  presently  available 
there.  This  has  held  most  CATY  to 
smaller  towns,  which  previously  could 
receive  onlv  one  or,  at  the  most,  two 
stations.  Where  CATV  stations  have 
been  built  in  the  bigger  markets,  it  has 
been  to  bring  clearer,  stronger  recep- 
tion of  existing  stations. 

At  least  one  of  these  wraps  may  soon 
be  taken  off.  Pressure  is  mounting  tor 
the  FCC  to  modify  its  100-market  nile. 
"When  it  does,  says  Kahn  of  Tele- 
PrompTer,  "I  predict  the  growth  will 
be  more  than  40(W  a  year,  as  against 
the  current  20£,  and  will  very  closely 
parallel  the  growth  in  the  sales  of  TV 
sets  in  the  1950s." 

Jerrolds  Beisswenger,  who  is  also 
president  of  the  CATV  trade  associa- 
tion, claims  the  100-market  rule  passed 
the  FCC  because  "some  of  the  com- 
missioners who  voted  against  us  were 
seriously  concerned  that  we  were  get- 
ting our  product  illegally.  Now  that 
the  copyright  question  is  resolved  and 
the  I-  ( '(  "•>  authority  over  CATY  is  con- 
firmed, it's  onlv   a  matter  of  time  until 

tlic  LOO-market  rule  is  modified, 
The  Money  View 

The  intense  competition  tor  CATV 
franchises  across  the  country  is  proof 

that  the  big  money  shares  Beisswen- 

ger's  \icv\s  Only  about  3  million 
homes  in  the  country  are  cabled  now, 
which  leaves  53  million  unattached, 
Franchises  for  CATY  systems  have 
been  granted  tor  about  10  million  of 
these,  but  in  most  cases  construction 
lias  been  delayed  pending  modifica- 
tion of  the  100-market  rule.  That 
leaves  43  million  TV  homes,  most  of 
them  in  big  cities  such  as  Chicago  and 
parts  of  New  York  City,  for  which  no 
franchises  yet  have  been  granted.  It's 
in  this  unfranchised  territory  that 
most  of  the  action  is  now.  Competition 
for  franchises  has  become  so  intense 
that  contenders  have  been  known  to 
commit  close  to  $1  million,  plus  30%  or 
more  of  the  expected  gross,  just  to  con- 
trol the  cable. 

"The  broadcasting  industry  obvious- 
ly has  been  jolted,  scared  half  out  of 
its  wits,  by  the  mounting  acceptance 
of  the  wired-city  concept,"  says  Tele- 
PrompTer's  Kahn.  Perhaps  not  so 
much  scared  as  eager  to  share.  For  the. 
way  things  are  going,  the  near-monop- 
olies of  TY  now  held  by  three  networks 
and  a  few  hundred  stations  may  soon 
be  a  thing  of  the  past.  ■ 


New  Symbol,  New  Name 
On  The  New  York  Stock  Exchange 


RAPID-AMERICAN  CORPORATION 

and  its  "Family  of  Companies" 


JOSEPH  H. COHEN  &  SONS 

Sales:  $42,453,000 


LEEDS  TRAVELWEAR 

Sales:  $17,629,000 


McCRORY  CORPORATION 

53%  owned  by  Rapid-American 
Sales:  $813,416,000 


McCRORY- 
McLELLAN-GREEN 


S.  KLEIN 


LERNER  SHOPS 

62%  owned 
by  McCrory 


OTASCO- 
ECONOMY  AUTO 


BEST  &  CO. 


GLEN  ALDEN  CORPORATION 

15%  owned  by  McCrory 
Sales:  $537,791,000 


TEXTILE  DIVISION 


RKO  STANLEY 
WARNER  THEATRES 


PHILIP  CAREY 


B.V.D.  COMPANY 


INTERNATIONAL 
PLAYTEX 


Rapid-American  Corporation  Common  Stock  and  $2.25  Preferred 
Stock  Traded  on  The  New  York  Stock  Exchange  Effective  July  12,  1968. 
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As  I  See  It 


--•._ 


Is  the  cold  war  dead  and 

ready  for  burial?  Do  the  Communist  countries 

loom  as  a  new  market  for  U.S.  business? 


An  Interview  with  Soviet  Expert  Leon  M.  Herman 


Are  the  Soviets  serious  about  better  relations  with  the  U.S.?  What  about 
Czechoslovakia?  What  would  closer  Soviet-U.S.  relations  mean  to  U.S. 
business?  For  a  combination  of  information  and  speculation  on  the  subject, 
FORBES  interviewed  Leon  M.  Herman,  senior  specialist  in  Soviet  Affairs, 
Library  of  Congress.  Herman  was  born  in  Russia  near  the  Polish  border 
and  emigrated  to  this  country  as  a  boy.  He  graduated  from  the  University 
of  Chicago  with  a  major  in  Russian  economic  history.  From  there  he 
went  into  the  Government  as  a  Russian  expert,  a  rather  obscure  occupa- 
tion until  World  War  II  came  along.  Herman  served  on  the  first  postwar 
U.S.  mission  to  Russia  for  the  stimulation  of  trade.  The  mission  was  a 
flop  because  the  Russians  were  turning  up  the  political  refrigerator  for 
the  cold  war.  Herman  visited  Russia  again  in  1959,  1960,  1961  and  1962 
on  economic  missions  for  Congress.  He  has  spent  many  hours  chinning 
with  Anastas  Mikoyan  (former  president  of  the  USSR)  and  Anatoly  F.  Do- 
brynin  (now  Soviet  Ambassador  to  the  U.S.).  Herman  spends  many  eve- 
nings sipping  tea  in  Washington  with  a  select  band  of  Russian  experts 
in  the  Government,  in  the  universities  and  in  East  European  embassies 
to  keep  up  with  events  in  Russia  and  the  satellite  countries. 


Are  we  seeing  just  this  year's  twist 
in  Russian  diplomacy,  or  is  it  the  be- 
ginning of  a  new  era  in  U.S.-Russian 
relations? 

Herman:  This  has  been  coming  for 
several  years.  Until  now  it  was  set 
back  by  the  Vietnam  war.  With  the 
Paris  peace  talks  opening,  the  Russians 
found  they  had  the  inside  track  with 
North  Vietnam.  This  is  something  they 
have  wanted  all  along.  The  Chinese 
want  continued  fighting  in  Vietnam. 
Now  North  Vietnam  is  veering  away 
from  China.  The  Chinese  are  furious. 
They  say  there  is  a  "conspiracy"  form- 
ing between  the  Americans  and  the 
Russians  in  all  this.  And  you  know 
something?  I  think  in  a  way  they're 
right.  The  Russians  and  the  Americans 
are  moving  closer  together. 

What  about  the  rebellious  mood 
among  the  satellite  countries  such  as 
Czechoslovakia?  How  far  can  the  Rus- 
sians let  it  go?  Will  it  result  in  another 
repression  like  the  one  in  Hungary  12 
years  ago? 

Herman:  No.  The  Czechs  are  going 
their  own,  more  liberal,  way,  and  the 
Russian  military  can't  do  much  about 
it.  This  is  something  the  Russian  mili- 
tary just  doesn't  seem  to  understand. 
The  whole  exercise  of  Russian  tanks 
maneuvering  along  the  Czech  border 
was  futile.  The  political  people  in  Rus- 
sia know  better.  The  military  grudg- 
ingly realize  they  could  never  pull 
another  Hungary,  but  they  want  to 
show  a  little  force,  rattle  the  saber.  It 
is  like  a  child's  tantrum. 


After  Vietnam  and  Czechoslovakia 
are  settled,  won't  the  Soviets  try  to 
stir  up  trouble  elsewhere? 

Herman:  No.  I  think  the  Russians 
know  what  the  real  problem  is  for 
them.  They  must  work  out  a  recon- 
ciliation with  their  own  people,  who 
have  been  looking  at  the  Kremlin  late- 
ly with  a  growing  sense  of  frustration 
and  resentment.  They  want  to  know 
when  they're  going  to  start  harvesting 
the  fruit  of  the  "glorious  revolution." 
Increasingly  the  top  men  in  Moscow 
realize  they  cannot  satisfy  the  needs 
of  the  people  at  home  while  so  much 
money  and  energy  are  being  spent 
supporting  paramilitary  adventures  in 
Vietnam,  Cuba  and  the  Arab  countries. 

That  sounds  like  the  mood  here.  Rut 
ice  don't  hear  of  any  Russian  riots. 

Herman:  They  don't  have  riots.  It's 
too  dangerous.  They  have  a  much 
subtler  way  of  expressing  themselves. 
Their  playwrights,  their  poets,  their 
novelists  and  their  youth  groups  are 
the  ones  who  express  the  general  re- 
sentment with  the  status  quo.  Yevtu- 
shenko,  the  popular  poet,  wrote  a 
poem  about  a  caged  fox  on  a  farm  he 
visited  in  Alaska;  he  compared  him- 
self to  that  fox  in  the  cage  and  said 
how  wonderful  it  would  be  to  be  free. 
He  told  how  the  urge  for  freedom  is 
blunted  by  the  security  of  the  cage  and 
the  regular  food.  What  he's  saying  is 
that  a  Russian  writer  or  artist  is  like 
a  fox  in  captivity.  That  poem  about  the 
fox  caused  as  much  concern  in  the 
Kremlin  as  a  riot  would  cause  here. 


You  mentioned  Russian  youth  among 
the  rebels  in  the  Soviet  Union.  Do  you 
mean  there's  a  generation  gap  in  Rus- 
sia? Are  Russian  parents  as  upset  icith 
their  youngsters  as  ours  are? 

Herman:  Oh  my,  yes,  perhaps  more 
so.  In  Russia  there  is  little  communi- 
cation with  the  older  generation— 
they're  washed  out.  They  made  a  pact 
with  the  devil— Stalin.  The  Russian 
kids  have  a  much  tougher  case  against 
their  parents  than  ours  do.  They  say 
their  parents  put  up  with  collectiviza- 
tion of  peasants  against  their  will. 
They  say  the  population  was  without 
meat  and  milk  for  30  years. 

How  does  Russian  youth  express 
this  resentment?  Do  they  have  hippies? 

Herman:  In  their  own  way,  yes.  The 
Russian  hippy  is  called  stilyaga,  which 
means,  literally,  "fashion  or  fad  ad- 
dict." The  stilyaga  dresses  in  the  latest 
Western  clothes,  tight  pants,  chain 
around  the  neck  and  listens  to  the  lat- 
est rock  'n'  roll  music.  Since  they  can't 
riot,  the  Russian  kids  show  their  re- 
bellion by  openly  embracing  all  that 
their  parents  and  the  bureaucrats  think 
is  most  decadent  in  the  West. 
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107  PRODUCTS 
FOR  THE  FOOD  INDUSTRY 

Of  the  many  Porter  products,  107  are  manufactured  for  the  food 
industry  alone... from  meat  refrigeration  units  to  grain  conveyor 
belting... from  butcher  saws  to  creamery  hose... from  fertilizer 
hose  and  fittings  to  farm  motors... from  beet  knives  to  refractories, 
Call  Porter.  Pittsburgh,  Pennsylvania. 


H.  K.  PORTER  COMPANY,  INC. 
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It  appears  the  Soviet  Union  and  the 
U.S.  hate  a  lot  in  common  in  a  nega- 
tive sort  of  way.  Where  else  do  you  see 
this  comparison? 

Herman:  For  one  thing,  the  average 
Russian  seems  as  disgusted  as  the  av- 
erage American  with  foreign  aid,  es- 
pecially paramilitary  aid.  You  rarely 
see  anything  about  all  the  military  and 
economic  aid  going  to  Africa,  the 
Arabs  or  to  Castro.  It's  very  unpopu- 
lar. So  they  play  down  the  news.  The 
Russian  consumer  is  also  beginning  to 
protest  against  shoddy  goods,  just  as 
our  consumers  are  rising  up  here.  The 
Russian  consumer  is  becoming  choosy. 
He  waits  until  goods  from  a  certain 
factory  come  in,  because  they're  bet- 
ter. The  other  stuff  often  has  to  be  sent 
back.  This  has  forced  the  Russians  into 
basic  economic  reform,  instilling  profit 
incentives  and  more  modern  market- 
ing techniques  within  the  rigidly 
planned  system. 

So  what  does  all  this  mean  for  busi- 
ness, American  business? 

Herman:  Czechoslovakia  and  some  of 
the  other  Eastern  European  countries 
are  now  fed  up  with  the  old  bilateral 
Communist  market  trading  arrange- 
ment with  Russia.  They  found  it  got 
them  nowhere.  The  Russians  told  them 
it  was  easy,  they  didn't  have  to  com- 
pete. All  they  had  to  do  was  crank  out 
goods.  Things  were  scarce,  there  were 
always  buyers.  The  Czechs  say  this 
made  them  lose  their  knack  for  inno- 
vation and  their  competitive  edge.  The 
Czechs  figure  the  only  way  to  get  out 
of  this  Communist  market  trap  is  to 
get  loans  from  the  West  to  modernize 
their  plants  and  to  make  deals  with 
Western  companies.  Right  now  they 
are  talking  with  the  International  Mon- 
etary Fund  with  the  idea  of  becoming 
a  member.  This  could  open  up  World 
Bank  and  other  loans.  As  a  matter  of 
fact,  World  Bank  President  Robert  Mc- 
Namara  was  traveling  in  Eastern  Eu- 
rope lining  up  possible  future  clients. 

The  Russians  themselves  seem  to 
want  closer  business  ties  with  the 
West.  We're  thinking  of  the  Fiat  deal, 
where  American  companies  will  supply 
[through  foreign  subsidiaries]  capital 
equipment  for  a  Fiat  auto  plant.  Will 
we  see  more  deals  like  this  with  Russia 
and  the  Eastern  European  countries? 

Herman:  Most  certainly.  The  new 
word  in  Eastern  Europe  now  is  "co- 
production."  This  means  "joint  ven- 
ture" with  a  Western  company.  A 
Hungarian  diesel  engine  company  re- 
cently made  a  deal  with  a  British  en- 
gine company  whereby  the  Hungarians 
continue  to  make  the  basic  engine 
frame  in  their  plant,  but  40%  of  the 


parts  and  components  now  come  from 
the  British  plant.  The  British  compo- 
nents make  the  Hungarian  machine  up 
to  date  and  Hungarian  production 
makes  its  over-all  cost  lower.  The  en-., 
gine  is  being  marketed  in  Britain,  Hun- 
gary and  elsewhere  in  Europe.  As  for 
American  companies,  they  will  have 
to  fight  the  stigma  that  goes  with  mak- 
ing a  deal  with  a  Communist  company. 
But,  as  the  Vietnam  war  fades,  Con- 
gress should  be  able  to  clear  this  up 
with  a  resolution  or  legislation  opening 
the  way  for  much  more  American  par- 
ticipation in  the  Eastern  European 
market.  One  company,  Simmons  of 
Albany,  N.Y.,  a  machine-tool  maker, 
has  already  taken  the  leap  with 
Czechoslovakia's  Skoda.  Skoda  is  pro- 
ducing a  machine  tool  with  Simmons 
components,  and  it  is  sold  in  this  coun- 
try by  Simmons  and  in  Europe  by 
Skoda.  While  countries  like  Czecho- 
slovakia and  Hungary  are  making  pro- 
duction deals,  Russia  has  something  to 
offer  the  West  too. 


A  car  is  a  passion  with 

Russians.  With  the  Fiat  plant 

they  hope  to  produce  1  million 

cars  a  year  by  1972,  but 

that  will  just  whet  their 

appetite.  I  think  that  by 

1975  they  will  have  a 
3-million-a-year  market. 


What? 

Herman:  The  Russians  have  very  ad- 
vanced pure  research.  We  have  ad- 
vanced applied  research.  You're  going 
to  see  European  and  American  com- 
panies moving  into  joint  ventures  with 
Russians  on  research.  As  a  straw  in  the 
wind,  Britain's  Imperial  Chemical  In- 
dustries recently  signed  a  contract  with 
the  Russian  State  Committee  for  Sci- 
ence &  Technology  to  exchange  pure 
research  for  applied  research  in  the 
chemical  field. 

Where  is  their  pure  research  good? 

Herman:  In  pharmaceuticals  and  bio- 
sciences.  They  are  particularly  good  at 
ferreting  out  new  substances  from  nat- 
ural things  like  herbs  and  plants.  They 
have  very  advanced  research  in  surgi- 
cal techniques  and  of  course  have  some 
excellent  research  in  space  and  physics. 
Our  pharmaceutical  companies  paw 
over  Russian  medical  journals  looking 
for  new  ideas.  I  know  of  one  company, 
Smith  Kline  &  French,  which  combs 
the  Eastern  European  countries  for  re- 
search ideas  and  is  licensing  the  Hun- 
garians to  manufacture  some  of  its 
pharmaceuticals. 


What   else  can  Russia  contribute  to 
our  economy? 

Herman:  Well,  Russia  doesn't  have  to 
trade  directly  with  the  U.S.  to  buy  our 
goods.  All  Russia  has  to  get  are  dollars. 
Russia  now  sells  petroleum  to  many  - 
countries  as  one  of  its  top  sources  of 
hard  currency.  It  also  sells  timber,  coal, 
coke,  fertilizer  and  a  whole  line  of 
metals,  including  the  exotic  platinum 
group  [platinum,  palladium,  etc.].  Ac- 
tually, the  U.S.  is  one  of  Russia's  best 
customers  for  these  metals.  The  Rus- 
sians could  sell  a  lot  more  of  these  fair- 
ly rare  metals  to  the  U.S.  They  are 
beginning  to  sell  some  titanium,  molyb- 
denum and  others,  and  I  think  when 
the  cold  war  thaws,  you'll  see  a  lot 
more  of  this  kind  of  export.  The  Rus- 
sians can  also  offer  us  a  whole  fine  of 
intermediate  products,  using  their  vast 
raw  materials  and  their  cheap  labor. 
These  would  be  semiprocessed  things 
that  use  labor,  such  as  paper,  pulp, 
ball  bearings,  wood,  veneer,  plywood. 
They  can't  finish  things  too  well,  but 
we  can.  If  someone  like  Sears,  Roe- 
buck ever  went  around  Russia  looking 
for  semifinished  goods,  they  could 
bring  them  back  here,  finish  them  and 
make  a  good  profit.  I  think  our  com- 
panies will  be  the  ones  to  point  out 
to  the  Russians  those  things  that  they 
can  sell  to  us  as  a  sort  of  complemen- 
tary East-West  production-line  ar- 
rangement. 

What  can  we  sell  them?  How  about 
consumer  goods? 

Herman:  Over  the  long  term,  yes,  the 
Russians  will  buy  more  and  more  con- 
sumer goods.  But  for  them  right  now, 
the  production  of  their  own  consumer 
goods,  as  inadequate  as  it  is,  gives 
them  prestige.  For  example,  they  only 
produce  140,000  pleasure  cars  a  year, 
but  they  sell  40,000  of  these  abroad 
as  a  prestige  item.  They  are  very  proud 
to  claim  that  they  can  make  these 
things.  There's  a  cultural  lag  here. 
But  they  are  slowly  shifting.  They  are 
beginning  to  realize  that  they  can't 
produce  everything  and  produce  well. 
As  for  something  like  color  TV,  they 
have  such  a  small  market  it  seems  fool- 
ish to  build  up  their  own  production. 
Still,  they  don't  want  their  people  see- 
ing foreign  labels  on  these  prestige 
items.  They  will  buy  production  equip- 
ment because  the  people  can't  see  that. 
They  are  afraid  the  people  will  devel- 
op an  attachment  for  the  foreign  label. 
Licensing— that's  another  matter.  If 
they  can  buy  a  foreign  patent,  know- 
how  and  make  their  own  product, 
they  will  do  that.  I  think  there's  an 
enormous  business  opportunity  de- 
veloping here  for  all  sorts  of  licensing 
and  knowhow  deals. 


30 


FORBES,  AUGUST  1,  1968 


OCEANOGRAPHY- 
ONE  OF  THE 
EMERGING  INDUSTRIES 
OF  NORTH  AMERICAN  ROCKWELL 

WFRE  ALSO  BUSY: 

Developing  sodium-cooled  fast- 
breeder  reactors  to  produce  Nuclear 
Energy  for  more  efficient  power 
generation. 

Developing  new  techniques  in 
hospita'  systems  and  hospital 
modernization  for  advanced 
Medical  Technology. 

Applying  our  knowledge  of  data 
processing  to  design  new  Learning 
Aids  that  will  cope  with  the 
information  explosion. 

Finding  new  ways  of  filtering  air  to 
provide  effective  Pollution  Control. 

Making  circuitry   too  small  for  the  eye 
to  see1  for  use  in  today's  advanced 
Microelectronics  navigation 
and  control  systems. 

Developing  Systems  Management 

techniques,  an  entirely  new  approach 
to  solving  human  problems. 

And  we're  active  in  leading  growth 
markets: 

Automotive 

Our  Rockwell-Standard  Divisions 
supply  more  heavy-duty  truck 
components  to  truck  manufacturers 
than  any  other  independent 
supplier  in  the  world. 

General  Aviation 

Between  our  Aero  Commander* 
aircraft  and  our  Sabreliner  jets,  we 
manufacture  the  nation's  fullest  line 
of  business,  pleasure,  and 
agricultural  aircraft. 
Leisure  Market 

The  Hatteras  Yacht  facilities  of  our 
Industrial  and  Marine  Divisions 
build  a  complete  line  of  luxury 
fiberglass  motor  yachts. 

To  find  out  what  else  we're  doing, 
send  for  our  Seven  Emerging 
Industries  booklet.  For  your  copy, 
write:  North  American  Rockwell 
Corporation,  Corporate  Public 
Relations,  General  Offices, 
2300  East  Imperial  Highway, 
El  Segundo,  California  90245. 


Assuming  we  can  enter  the  Russian 
market  in  a  big  way,  what  does  the 
Russian  want  most? 

Herman:  Automobiles.  A  car  is  a  pas- 
sion with  Russians.  With  the  Fiat 
plant,  they  hope  to  produce  1  million 
a  year  by  1972,  but  that  will  just  whet 
their  appetites.  I  think  by  1975  they 
will  have  a  3-million-a-year  market. 
Another  thing  they  want  badly  is  a 
modern  kitchen.  The  Russian  woman 
has  to  work  on  a  job.  and  at  home  she 
is  faced  witli  an  ugly  sink  hanging 
from  the  wall  and  what  we  would  con- 
sider an  antique  stove.  Right  now  the 
elite  bureaucrats,  scientists,  artists  and 
others  get  some  appliances.  Again,  I 
think  licensing  deals  with  the  Russians 
For  appliances  could  be  an  enormous 
business.  The  size  of  the  market?  Many 
millions  of  units. 

//oic  about  the  Russian  govern- 
ment:' Xot  that  we'd  sell  th"m  missiles, 
but  would  they  like  to  but/  semistrate- 
gic  goods,  such  as  computers? 

Herman:  They  have  computer  pro- 
duction they  built  up  in  a  crash  pro- 
gram. It's  inefficient,  spread  out  over 
small  manufacturers,  at  least  one  or 
two  generations  behind  and  practically 
handmade.  The  Eastern  European 
countries  that  used  to  buy  Russian 
computers  arc  now  tinning  to  the 
West.  IBM  and  others  sell  more  and 
more  to  Czechoslovakia  and  others 
through  their  European  subsidiaries. 
The  most  advanced  U.S.  computers 
are  on  a  restricted  export  list  for  se- 
curity reasons.  We  know  that  the  Rus- 
sians would  love  to  buy  a  licensing 
and  knowhow  agreement  bom  IBM.  1 
think  you  arc  going  to  sec  a  big  trade 
open  up  on  licensing  and  royalties. 
Both  sides  would  be  happy.  The  Bus- 
sians  would  have  their  prestige  and  we 
would  have  money  coming  from  a  com- 
pletely new  market. 

But  that's  just  the  trouble.  Sure,  the 
Russians  want  our  knoichotc.  After  all, 
we've  invested  untold  billions  of  dol- 
lars in  getting  it.  But  they  won't  really 
open  up  their  big  markets  for  us  to 
enter,  will  they? 

Herman:  Don't  you  see,  buying  our 
knowhow  starts  a  chain  reaction  of  lib- 
eralizing events.  Selling  them  know- 
how  just  gets  the  foot  in  the  door. 
When  they  buy  knowhow,  they  have  to 
buy  capital  goods  and  components  to 
go  with  it.  Other  supporting  industries 
are  needed.  Things  will  start  to  unravel 
that  they  just  can't  stop. 

Would  a  thaw  in  the  cold  ivar  lead 
to  the  conversion  of  Russia's  big  arma- 
ments industry  to  civilian  production? 


Herman:  Eventually,  yes.  Once  they 
feel  more  secure.  Once  we  have  built 
up  some  mutual  confidence  with  them. 
They  are  way  overinvested  in  arma- 
ment production  and  it's  making  a  se- 
vere strain  on  their  economy.  Tank 
plants,  for  example,  could  be  converted 
into  making  wheeled  tractors.  Most  of 
their  tractors  are  the  crawler  type,  so 
they  can  make  them  in  tank  plants. 
They  need  all  kinds  of  smaller  farm 
equipment  too.  Mr.  Blackie,  chairman 
of  Caterpillar,  knows  this  and  has  been 
over  there  several  times.  His  company 
is  selling  to  the  Russians  right  now 
through  a  European  subsidiary.  They 
also  need  more  mining  equipment  for 
their  rich  resources,  joy  Manufactur- 
ing is  selling  and  I  think  licensing  to 
them  now  through  subsidiaries.  Some 
of  their  armament  plants  could  very 
well  go  into  this  field. 

Would  free  trade  with  the  West 
affect  the  economic  system  of  the  Com- 
munist countries? 

Herman:  It  would  show  them  where 
the)  could  compete,  could  concen- 
trate. The  Czechs  are  leading  the  way 
to  find  out  what  they  can  produce  and 
what  they  should  import.  Freer  trade 
is  the  only  wav  to  really  find  out. 

But  haven't  our  past  dealings  with 
the  Russians  proved  this  kind  of  op- 
timism to  be  dangerous? 

Herman:  Perhaps,  but  things  have 
changed  now.  There  are  strong  forces 
working  in  Russia  and  in  this  country 
to  bring  us  together  to  put  a  stop  to 
the  parade  of  military  crises.  The  peo- 
ple in  both  countries  want  a  better  life, 
a  better  deal.  They  can't  get  it  when 
their  governments  are  pouring  money 
into  foreign  military  adventures.  The 
Russians  now  realize  that  they  can't  go 
on  allowing  their  small,  squalling  cli- 
ents like  Nasser  and  Castro  to  continue 
to  drain  their  resources.  I  know  the 
Russians  have  their  hawks  and  we 
have  ours.  There's  always  a  danger 
there.  But  I  think  the  really  unpleasant 
situations  are  behind  us.  The  hawks 
can't  solve  the  pressing  problems  in- 
side these  two  big  countries.  1  don't 
think  you're  going  to  see  any  more 
Cubas,  any  more  Egypts  or  Vietnams. 
As  the  U.S.  and  Russia  move  closer 
together,  it's  going  to  be  very  difficult 
for  a  Nasser,  a  Castro  or  a  Ho  Chi 
Minh  to  drag  us  into  a  fight.  They  will 
have  lost  much  of  their  leverage  to 
play  one  of  us  against  the  other.  There 
will  be  some  tension  between  us,  but  it 
will  be  more  on  a  basis  of  what  psy- 
chologists call  "nonviolent  adversary 
competition."  We'll  be  competing  for 
markets,  competing  for  prestige,  com- 
peting for  recognition.  ■ 
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18  reasons  why  Merrill  Lynch  is 

uncommonly  qualified  to  be  your 

Investment  Information  Center 


The  principal  secret  of  success  in  investing  today  is  information. 
That's  why  Merrill  Lynch  spends  more  than  $5  million  a  year  to 
collect,  analyze,  and  distribute  it.  Scan  these  18  reasons  why  peo- 
ple invest  through  Merrill  Lynch  —  the  sum  of  which,  we  believe, 
makes  us  superbly  qualified  to  be  your  Investment  Information 
Center.  Then  send  for  our  free 
40-page  booklet  with  all  the 
reasons  why  more  people  use 
Merrill  Lynch  than  any  other 
broker  in  the  world. 

1  Merrill  Lynch  has  the  biggest  Re- 
search Department  of  any  bro- 
kerage firm— a  staff  of  300,  including 
specialists  and  analysts  covering  all 
major  industries.  You  can  get  our 
factual  reports  and  buv/sell  sugges- 
tions on  every  stock  on  the  New  York 
Stock  Exchange,  plus  thousands  of 
others.  Free. 

2  Merrill  Lynch  has  310,000  miles 
of  private  wire.  It  enables  us  to 
speed  investment  information  to  vou 
from  many  parts  of  the  world.  And  to 
handle  orders  quickly.  (Our  month- 
ly phone  bill  can  run  to  $1  million! ) 

3  Merrill  Lynch  operates  its  own 
newswire.  It  pumps  out  60,000 
words  of  investment  information  bul- 
letins a  day  — news  of  dividends  and 
new  products,  market  action,  latest 
Research  findings.  You  can  walk  into 
any  Merrill  Lynch  office  and  watch 
the  news  unfold,  practically  as  it  hap- 
pens Merrill  Lynch  also  issues  finan- 
cial news  reports  four  times  daily  to 
passengers  of  nine  airlines. 


Write  for  this  free  40-page  booklet. 

4  Merrill  Lynch  is  the  only  broker 
able  to  give  "instant"  reports  on 
as  many  as  3,700  stocks.  Your  Merrill 
Lynch  account  executive  has  an 
amazing  electronic  network  at  his 
disposal.  Called  QRQ,  it  enables  him 
to  get  you  our  up-to-date,  100-word 
Research  appraisals  on  stocks  mere- 
ly by  pressing  a  few  keys.  Speed  var- 
ies according  to  the  load  on  the 
circuits.  Fastest  time:  9  seconds.  Ask 
to  see  how  your  favorite  stock  shapes 
up.  You  may  break  the  record. 

5  Merrill  Lynch  analyzes  invest- 
ment portfolios— without  charge 
or  obligation.  Simply  send  Research 
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a  list  of  your  holdings,  together  with 
a  brief  statement  of  your  financial  cir- 
cumstances  and  investment  objec- 
tives. You'll  receive  a  detailed  analvsis 
of  your  present  securities,  plus  speci- 
fic suggestions  ( withreasons)  forany 
changes  that  may  seem  indicated. 

6  Merrill  Lynch  makes  no  service 
charges.  All  information  is  of- 
fered free.  If  you  like,  Merrill  Lynch 
will  hold  your  securities  in  its  vault, 
insuring  them  against  fire  and  theft 
—free.  We'll  also  clip  your  coupons, 
collect  your  dividends,  and  issue  a 
monthly  statement  showing  exactlv 
how  your  account  stands— free. 

7  Merrill  Lynch  charges  the  low- 
est commissions  allowed  by  any 
exchange.  Example,  the  minimum 
commission  permitted  bv  the  N.  Y.S.E. 
on  the  purchase  or  sale  of  100  shares 
of  stocks  worth  $1,000  is  $17.  Merrill 
Lynch  commission:  $17. 

8  Merrill  Lynch's  total  assets  are 
more  than  $1.9  billion.  As  a  mat- 
ter of  policy,  the  firm's  capital  posi- 
tion has  always  exceeded  require! 
ments  of  the  New  York  Stock  Ex- 
change. Merrill  Lynch's  present  net 
capital— ot?er  S198  million  —  exceeds 
that  of  anv  other  broker. 

9  Merrill  Lynch  has  more  "men  on 
the  floor"'  than  any  other  broker. 
Merrill  Lvnch  has  fifteen  men  to  cov- 
er the  nearly  football-field-size  floor 
of  the  New   York  Stock  Exchange. 
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They  are  strategically  placed  at  nine 

floor  booths  so  that  no  one  man  has 
to  walk  more  than  about  25  steps  to 
execute  orders. 

Merrill  Lynch  is  also  able  to  chan- 
nel orders  from  any  of  its  170  offices 
electronically  to  its  floorbrokers' 
booth  nearest  the  spot  where  your 
stock  is  traded. 

These  assets  —  sophisticated  elec- 
tronics, plus  more  floor  booths  and 
more  floorbrokers  than  any  other 
brokerage  firm  — help  Merrill  Lynch 
handle  orders  on  almost  any  active 
stock  with  remarkable  speed.  Record 
Merrill  Lynch  time  for  filling  an  or- 
der from  the  West  Coast:  14  seconds. 

4  /~\  Merrill  Lynch  takes  part,  on 
J- \J  average,  in  one  out  of  every 
six  trades  on  the  Big  Board  — a  far 
greater  volume  or  business  than  any 
other  broker.  Since  every  Merrill 
Lvnch  floorbroker  handles  orders  in 
only  about  80  stocks,  he  has  a  good 
feel  for  the  market  in  those  stocks. 
Also,  when  he  concludes  a  trade. 
there's  little  chance  anyone  can  guess 
whether  he  is  representing  one  of  a 
million  private  investors— ora  billion- 
dollar  corporation. 

A  4  Merrill  Lynch  can  often  save 
-LX  investors  money  on  over-the- 
counter  transactions.  When  Merrill 
Lynch  acts  as  your  agent  in  buying 
or  selling  over-the-counter  securi- 
ties, we  always  check  at  least  three 
other  brokers  to  try  to  get  you  the 
best  price.  And  we  never  charge 
more  than  the  equivalent  of  a  mini- 
mum N.Y.S.E.  commission. 

Merrill  Lynch  also  "makes  a  mar- 
ket" in  some  300  over-the-counter 
stocks— more  than  any  other  broker- 
age firm  dealing  with  the  public.  You 
can  get  instant  quotes  on  these  se- 
curities— at  "inside"  dealer  prices. 
And,  usually,  your  Merrill  Lynch 
man  can  execute  your  order  for  up  to 
100  shares  immediately.  Again,  you 
pay  only  the  equivalent  of  a  mini- 
mum N.Y.S.E.  commission. 

Thanks  to  our  network  of  elec- 
tronic quote  machines,  our  account 
executives  are  able,  in  general,  to 
handle  your  business  on  these  300 
active  stocks  faster  than  the  repre- 
sentatives of  any  other  firm.  If  you 
are  buying  a  stock  on  the  upswing, 
this  speed  can  save  you  money,  too. 


A  C~\  Merrill  Lvnch  handles  more 
A  w  exchange  distributions  than 
any  other  broker.  In  fact,  in  the  pe- 
riod since  1965,  Merrill  Lvnch  has 
handled  more  exchange  distributions 
than  all  other  brokers  combined. 
When  institutions  use  this  method  of 
selling  big  blocks  of  stock,  they  pay 
all  commission  costs.  Thus,  Merrill 
Lynch  is  able  to  offer  those  of  its  cus- 
tomers who  may  find  the  stocks  at- 
tractive an  unusually  large  number 
of  opportunities  to  purchase  stocks 
without  commission  charge. 

important:  Merrill  Lvnch  does 
not  sell  such  stocks  to  its  customers 
unless  the  stocks  have  Research  ap- 
proval—even though  this  has  meant 
passing  up  millions  of  dollars  in 
commissions! 

4  %  Merrill  Lynch  operates  open- 
3-\J  Iy  "in  a  goldfish  bowl"  for  all 
to  see.  For  example,  although  not  re- 
quired by  law,  Merrill  Lynch  pub- 
lishes and  distributes  its  own  annual 
report  — the  first  brokerage  house  in 
history  to  do  so.  If  Merrill  Lynch  or 
its  officers  have  an  interest  in  the  se- 
curities of  any  company,  this  fact  is 
disclosed  in  all  published  research 
reports  on  the  company. 

4  A  Merrill  Lynch  puts  teeth  in  its 
T  policy:  "The  customer's  inter- 
est must  come  first."  Whenever  the 
firm  makes  a  public  offering  of  stock, 
no  officer  or  employee  IS  permitted 
to  buy  for  himself  until  all  customer 
orders  have  been  filled.  When  the 
Research  Department  issues  a  new 
report,  on  a  stock,  no  officer  or  em- 
ployee may  buy  or  sell  the  stock  for 
his  own  account  for  a  period  of  48 
hours.  Merrill  Lvnch  discourages  all 
trading  in  risky  "penny  stocks"— and 
refuses  to  open  accounts  for  the  pur- 
pose of  buying  or  selling  them. 

A  p?  Merrill  Lynch  account  execu- 
1  ,\J  rives  are  not  paid  a  straight 
commission  on  sales.  Merrill  Lynch 
pays  its  account  executives  a  salary, 
plus  adjusted  compensation  twice  a 
year.  The  amount  of  additional  com- 
pensation each  man  receives  de- 


pends not  only  on  the  value  of  busi- 
ness he  generates,  but  also  on  his 
success  in  giving  as  much  personal 
attention  and  service  as  each  cus- 
tomer needs.  Seventy-five  percent  of 
the  account  executives  who  started 
with  the  firm  are  still  with  it. 

A  /Z*  All  new  Merrill  Lynch  ac- 
JL  \J  count  men  must  pass  a  rigor- 
ous 7-month  training  program.  Out 
of  every  100  men  who  have  applied 
for  the  course  in  the  past  decade,  an 
average  of  90  have  been  rejected. 
Some  of  the  tougher  subjects  stud- 
ied: Money  Markets,  Commodity 
Trading  Procedures,  Securities  Anal- 
ysis. Graduates  of  the  program  must 
pass  a  New  York  Stock  Exchange  test 
to  qualify  as  account  executives.  As 
a  group,  Merrill  Lynch  trainees  con- 
sistently rank  among  the  highest 
scorers  of  all  men  taking  the  test. 

A  >"T  Merrill  Lynch  has  170  offices, 
JL  /  is  a  member  of  every  major  ex- 
change. On  these  stock  and  commod- 
ity exchanges,  and  in  the  over-the- 
counter  market,  Merrill  Lynch  exe- 
cutes more  orders  for  its  customers 
than  any  other  broker  or  dealer.  The 
firm  is  also  a  principal  factor  in  the 
buying  and  selling  of  United  States 
Government  securities  and  munici- 
pal bonds. 

A  O  Merrill  Lynch  has  the  most 
A  vJ/ ambitious  public  education 
program  of  any  broker.  Through 
speeches  and  seminars,  forums  and 
films,  brochures,  booklets  and  broad- 
casts, Merrill  Lynch  offers  informa- 
tion on  investments  and  the  stock 
market  to  investors  of  every  level  of 
sophistication.  Sample  literature, 
available  free:  How  to  Buy  Stocks, 
How  to  Read  a  Financial  Report,  In- 
vesting for  Tax-Exempt  Income. 

Write  for  our  illustrated  booklet 
"This  is  Merrill  Lynch,  Pierce,  Fen- 
ner  &  Smith  Inc.,"  with  more  details 
of  all  our  services,  policies,  and  facil- 
ities. The  address:  Merrill  Lynch, 
P.  O.  Box  333,  Wall  Street  Station, 
New  York,  N.Y.  10005. 

Investigate  — then  invest. 


s 


MERRILL  LYNCH, 
PIERCE,  FENNER 

70  PINE  STREET,  NEW  YORK,  N.  Y.  10005 

Let  any  one  of  Merrill  Lynch's  170  world-wide  offices  be  your 

Investment  Information  Center.  Just  walk  in! 
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DIVIDENDS 


The  Board  of  Directors 
has  authorized  the  pay- 
ment of  the  following 
quarterly  dividends: 

CUMULATIVE  PREFERRED  STOCK: 

4.08%  SERIES 
Dividend  No,  74 
25V2  cents  per  share; 

4.24%  SERIES 
Dividend  No.  51 
26y2  cents  per  share; 

4.78%  SERIES 
Dividend  No.  43 
297/8  cents  per  share; 

5.80%  SERIES 
Dividend  No.  7 
36Vi  cents  per  share. 

The  above  dividends  are 
payable  August  31,  1968  to 
shareholders  of  record  Au- 
gust 5.  Checks  will  be  mailed 
from  the  Company's  office 
in  Los  Angeles,  August  30. 

Prentis  C.  Hale,  Treasurer 
July  18,  1968 


DIVIDEND 
NOTICE 

The  Board  of  Directors  of 
Ford  Motor  Company  at  a 
meeting  held  in  Dearborn, 
Michigan,  on  July  11, 
1968,  declared  a  third 
quarter  dividend  of  60cents 
per  share  ontheCompany's 
outstanding  stock,  payable 
September  3, 1968,  to  stock- 
holders of  record  July 
31,  1968. 


Disturbing  Trend 

Despite  geographical  advantages  and  a 
half  billion  dollars  in  capital  spending, 
Inland  Steel  could  face  a  takeover  bid. 
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The  American  Road 
Dearborn,  Michigan  48121 


Inland  Steel's  current  status  is  a 
measure  of  how  far  the  steel  industry 
has  fallen  from  favor.  Once  regarded 
as  the  growth  company  of  the  steel  in- 
dustry, Inland  today  sells  at  barely 
nine  times  its  average  earnings  for  the 
past  five  years,  at  only  five  times  last 
year's  cash  flow  and  at  a  14%  discount 
from  book  value. 

If  ever  a  major  steel  company  was 
in  a  position  to  profit  in  steel  it  was 
Inland.  With  its  steel-making  facili- 
ties concentrated  at  East  Chicago, 
Ind.,  Inland  was  in  an  ideal  position  to 
sell  to  such  growing  consumers  as 
Caterpillar  Tractor  Co.  in  Peoria,  111., 
Deere  &  Co.  in  Moline,  111.  and  Inter- 
national Harvester  Co.  in  Chicago. 

Not  that  Inland  was  alone  in  Chi- 
cago. Actually,  U.S.  Steel  produces 
more  steel  there  than  Inland,  and 
Youngstown  Sheet  &  Tube  is  a  good 
No.  Three.  But  the  Chicago  area  con- 
sumes much  more  steel  than  it  pro- 
duces. Thus  nearly  all  of  Inland's 
production  could  be  sold  nearby,  and, 
unlike  the  Pittsburgh  and  Bethlehem 
producers,  it  did  not  have  to  absorb 
heavy  freight  costs;  it  had  a  built-in 
profit  advantage. 

In  profitability,  Inland  still  rates 
high.  It  was  No.  Two  (behind  Nation- 
al Steel  Corp.)  in  Forbes'  five-year 
profitability  ranking  for  the  steel  in- 
dustry (Jan.  1).  But  in  today's  state- 
ment it  is  trend  that  counts.  Inland's 
trend  has  been  dismal.  It  was  near  the 
bottom  of  the  Forbes  list  in  five-year 
sales  and  earnings  growth. 

Why?  Good  old-fashioned  competi- 
tion is  the  reason.  The  steel  industry 
is  building  new  capacity  in  the  Chi- 
cago area  with  gusto.  Chairman  Philip 
D.  Block  Jr.,  whose  father  and  grand- 
father helped  start  Inland  in  1893. 
points  out:  "Over  the  last  five  years 
U.S.  Steel  and  Youngstown  have  been 
improving  their  plants  rapidly.  Two 
others,  Bethlehem  and  National,  have 
built  their  first  plants  here,  and  Jones 
&  Laughlin  opened  its  first  finishing 
mill  [the  forerunner  of  a  huge  inte- 
grated complex  100  miles  from  Chica- 
go]. There  has  been  a  large  growth 
of  capacity  in  this  area." 

Consequently,  to  keep  from  losing 
its  market  there.  Inland  had  to  get  into 
the  expansion  race.  It  more  than  dou- 
bled its  capital  spending  in  1963  to 
$95.6  million,  and  then  raised  it  an- 
other 35%  in  1964  to  $129.4  million. 
Spending  lias  held  near  that  level  ever 
since    that    time,    and    is   expected    to 


stay    there    for    several    more    years. 

The  effects  of  the  new  competition 
and  the  big  spending  have  been 
marked.  Between  1964  and  1967  In- 
land's" earnings  declined  25%.  In  the 
same  time  its  profit  margin  fell  from 
8.1%  of  sales  to  5.4%.  Its  return  on 
shareholders'  equity  decreased  from 
11.4%  to  7.7%-Inland's  lowest  return 
since  1938  (equaling  a  1945  low). 
After  spending  over  half  a  billion  in 
four  years,  it  ended  with  a  smaller  net 
profit  than  it  started  with. 

Certainly,  none  of  the  Big  Eight 
steel  companies  performed  particular- 
ly well  in  the  same  period.  National's 
earnings  fell  18.7%,  U.S.  Steel's  18.4%, 
but  the  fact  is  that  Inland's  return  on 
equity  in  1967  trailed  that  of  three 
major  competitors:  National  (9.5%), 
Armco  and  Republic  (both  8.2%). 

To  meet  the  growing  competition, 
Inland  has  had  to  stretch  its  sales  ter- 
ritory farther  from  its  plant.  The  com- 
pany used  to  consider  the  area  within 
a  300-mile  radius  of  Chicago  as  its 
prime  market.  Now  Block  talks  about 
a  500-mile  radius.  "This  has  hurt  profit 
margins,"  says  Block,  62,  who  took 
over  the  helm  last  November  when  his 
cousin  Joseph  L.  Block,  65,  retired. 
"We  have  to  absorb  freight  charges  at 
times  on  some  shipments."  he  says. 

Next  in  Line? 

Block  feels  that  in  the  long  run  In- 
land's location  will  tell.  "This  midwest 
area  is  a  growing  area  and  we  expect 
to  grow  with  the  consumption  of  steel 
here,"  he  says.  But  sitting  tight  may 
not  be  enough.  Last  May  and  June  In- 
land stock  turned  very  active  after 
many  months  in  the  doldrums  and  rose 
from  31  to  41.  This  was  around  the 
same  time  of  Ling-Temco-Vought's 
successful  tender  otter  for  control  of 
Jones  &  Laughlin.  Inland  stock  has 
since  settled  back,  but  the  implications 
have  not  been  lost  on  management: 
A  company  with  sales  of  $1  billion. 
a  cash  flow-  of  $135  million  and  a 
combined  market  value  of  less  than 
$650  million  is  an  almost  irresistible 
prospect  for  a  takeover.  All  the  di- 
rectors, including  the  Blocks,  control 
less  than  3%  of  the  stock.  The  only  real 
safeguard  is  contented  stockholders. 
Not  coincidentally,  Inland  last  May  set 
up  a  committee  to  consider  acquisi- 
tions. But  that  only  raises  another 
question:  How  do  you  make  acquisi- 
tions with  a  stock  that  is  itself  on  the 
bargain  counter?  ■ 
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At  the  end  of  the  school  year  just  past, 
Dr.  Mark  R.  Shedd,  superintendent  of 
Philadelphia's  public  schools,  served 
a  grim  notice:  "Unless  the  city  and 
state  come  up  with  enough  new  money 
to  meet  the  barely  minimal  education 
standards  we  now  have,  the  schools 
next  year  will  just  stop  before  the 
term  is  up."  The  same  critical  situation, 
he  added,  "can  be  found  in  almost  ev- 
er)' other  major  city  in  the  country." 
In  suburban  areas  and  smaller  cities, 
the  situation  is  not  so  desperate,  but 
even  there  soaring  education  costs 
threaten  the  taxpayer  with  disaster. 

Education  costs  more  and  more,  yet 
seems  to  fall  further  and  further  short 
of  doing  the  job  asked  of  it.  The  unrest 
in  the  cities,  racial  friction  aside,  is 
at  least  partly  a  demand  for  better  edu- 
cation. But  not  only  the  poor  and  the 
Negroes  want  better  education:  It  has 
become  almost  a  national  obsession. 

But  how  to  provide  more  and  better 
education?  Our  present  inadequate 
system  costs  $54  billion  a  year,  and  the 
cost  is  rising  at  an  annual  rate  of  7%. 
Yet  some  14  million  American  adults 
read  below  the  fourth-grade  level,  and 
the  general  level  of  literacy  in  the  U.S. 
is  below  that  in,  say,  Japan  or  Scandi- 
navia. Salaries  of  teachers  and  adminis- 
trators are  running  at  an  annual  rate  of 
nearly  S22  billion  in  the  U.S.,  consum- 
ing more  than  40%  of  the  nations 
education  budget.  Teachers'  salaries 
are  rising  at  the  annual  rate  of  5%, 
faster  than  the  3%  gain  in  industrial 
wage  rates.  There  is  only  one  answer: 
More  efficient  means  than  the  old  sys- 
tem of  textbooks,  teachers  and  black- 
boards must  be  found. 

What  kind  of  a  system?  The  best 
hope  at  the  moment  centers  around  a 
deceptively  simple  concept.  It  is  that 
a  student  working  on  his  own  and  at 
his  own  pace  can  usually  learn  more 
and  learn  faster  than  he  can  from  sim- 
ply listening  to  a  teacher.  The  fancy 
name  for  this  is  "individually  pro- 
grammed instruction."  But  what  it 
really  means  is  that  education,  last  of 
the  big  handwork  industries,  is  in  for 


At  Study  Carrels  like  that  at  left  in  East 
Orange,  N.J.'s  Intermediate  School,  sixth- 
grader  James  Stevens  (right)  strives  to  im- 
prove his  reading.  Six  such  carrels,  made 
by  Educational  Development  Laboratories, 
enable  the  school's  reading  laboratory  to 
provide  remedial  or  supplementary  reading 
for  90  pupils  a  week.  The  "controlled  read- 
ing" projector  focuses  on  the  small  screen 
at  lower  left.  By  projecting  words  at  mea- 
sured speeds,  the  device  gradually  im- 
proves reading  attention  span,  comprehen- 
sion, vocabulary  and  speed.  Such  a  carrel 
fully  equipped  with  projector,  acoustical 
table  and  headset  costs  just  under  $500. 


You  can  call  it  automated 

teaching  or  the  fancier  term 

"individually  programmed 

instruction."  But  whatever 

you  call  it,  one  thing  is 

clear:  It's  an  $8-billion 

market  in  search  of  products. 


a  dose  of  automation,  or,  at  least,  of 
mechanization.  After  many  false  starts, 
the  new  methods  now  seem  on  the 
threshold  of  a  breakthrough. 

They  are  being  tried  in  a  major  ex- 
periment supported  by  the  U.S.  Office 
of  Education  and  carried  out  by  the 
University  of  Pittsburgh's  Learning 
Research  and  Development  Center. 
In  this  past  school  year  25  schools 
used  programmed  courses  from  the 
center  and  employed  the  self-instruc- 
tion concept  in  all  or  some  of  their 
primary  grades.  In  this  experiment, 
the  teachers  acted  as  "advisers,  tutors, 
problems  solvers."  The  students,  in 
effect,  teach  themselves.  Has  the  ex- 
periment worked?  Apparently  so.  This 
fall  the  number  of  schools  in  the  ex- 
periment will  rise  to  75.  (For  a  look 
at  teacher  attitudes  toward  these  un- 
settling developments,  see  p.  43.) 

Educators  resist  the  term  "automa- 
tion of  education,"  but  that's  really 
what  it  is,  because  mechanical  devices 
do  much  of  the  work   that  teachers 
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tried  to  do  formerly.  Teachers  still 
teach  but  they  are  supplemented  by 
all  kinds  of  mechanical  aids:  projectors, 
tape  recorders,  film  strips,  computers. 

Actually,  use  of  projectors  and  film 
strips  in  classrooms  is  not  new.  What 
is  new  is  the  system.  Under  the  old 
setup,  a  teacher  who  wanted  to  play 
a  record  or  show  a  film  would  use  a 
single  player  or  projector  for  the  en- 
tire class.  The  new  approach  calls  for 
a  bank  of  carrels— wired  study  cubicles 
—where  each  student  uses  a  separate 
recorder,  projector  or  what-not  to  in- 
struct and  then  test  himself. 

And  what  of  that  basic  product  of 
the  education  business,  the  textbook? 
Recently  Professor  Francis  A.  J.  Ianni, 
director  of  the  Horace  Mann  Lincoln 
Institute  at  Columbia  University's 
Teachers  College,  warned  those  com- 
panies and  teachers  overly  dependent 
on  books:  "You  better  start  looking  for 
another  job."  The  revolution  in  edu- 
cation, Ianni  believes,  "will  make  the 
emphasis  on  reading  books  in  schools 
dwindle  considerably.  With  tapes  and 
sounds,  projectors  and  pictures,  the  ear 
and  the  eye  naturally  assimilate  infor- 
mation much  more  readily  than  de- 
ciphering the  code  of  written  words." 

Too  Much,  Too  Soon 

So  obvious  is  the  need  that  for  a 
decade  and  more  forward-looking  cor- 
porations have  been  looking  for  ways 
to  break  into  the  incipient  market  for 
educational  hardware  and  software. 
The  standard  approach  has  been  to 
buy  a  textbook  company  as  a  spring- 
board. In  1962  Time  Inc,  bought  Sil- 
ver, Burdett  &  Co.,  a  textbook  publish- 
er, and  four  years  later  teamed  with 
General  Electric  to  form  General 
Learning  Corp.  In  1964  International 
Business  Machines  bought  Science 
Research  Associates,  an  educational 
publisher.  This  started  a  near-stam- 
pede of  acquisitions  of  textbook  pub- 
lishers and  educational  materials  pro- 
ducers by  Xerox,  Radio  Corp.  of 
America,  Columbia  Broadcasting  Sys- 
tem, Litton  Industries  and  Raytheon, 
among  others. 

Most  of  these  acquisitions  have 
proved  modestly  profitable— but  only 
in  what  they  had  always  done:  pub- 
lishing textbooks.  The  great  revolution 
waited  in  the  wings.  The  trouble  was 
that  the  most  ingenious  "teaching  ma- 
chine" was  valueless  without  the  pro- 
gram material  to  run  through  it.  And 
precious  few  programmed  courses 
existed  other  than  those  used  to  demon- 
strate the  machines. 

One  of  the  companies  that  was 
quickest  to  recognize  and  remedy 
the  handicap  was  Appleton-Century- 
Crofts.  This  old  publishing  firm,  like  so 
many  others,  is  now  a  division  of  anoth- 
er company,  Iowa's  Meredith  Publish- 


39 


'"wis*        A     ^ 


ing  Co.,  which  pubhshes  Better  Homes 
6-  Gardens  and  Successful  Farm- 
ing magazines  and  does  printing  and 
broadcasting.  Appleton-Century,  which 
now  has  sales  estimated  at  $18  million, 
figured  that  the  best  way  to  crack  the 
market  was  to  adapt  newly  program- 
med courses  to  existing  classroom  ar- 
rangements. 

Appleton-Century 's  greatest  asset 
proved  to  be  the  fertile  mind  of  Har- 
vard psychology  professor  Burrhus  F. 
Skinner  (see  p.  46).  Skinner  worked 
with  the  company  for  five  years  to 
develop  a  workbook  called  "Write  & 
See."  This  is  a  simple  but  effective  de- 
vice. The  student  uses  a  special  chem- 
ically tipped  pencil  on  the  workbook's 
chemically  treated  pages.  Black  dots 
appear  in  the  boxes  after  the  right  an- 
swers, and  black  lines  appear  on  the 
correctly  drawn  forms.  If  the  mark  is 
incorrect,  a  fight  yellow  line  appears. 

'This  system,"  says  Appleton-Cen- 
tury Vice  President  Charles  R.  Wal- 
ther,  "gives  the  student  immediate 
feedback,  immediate  reinforcement. 
Ninety  per  cent  of  the  new  self-paced 
education  technology  depends  on  get- 
ting feedback  to  the  learner  right  away 
so  he  can  take  the  next  step." 

In  a  further  step  toward  "automa- 
tion the  cheap  way,"  says  Walther, 
Appleton-Century  has  developed  an 
inexpensive  ($65)  attachment  that 
converts  any  cartridge  tape  recorder 
into  a  teaching  device.  It  claims  that 
its  gadget  is  "95%  as  effective  and  as 
quick  as  a  computer-linked  teaching 
system  costing  a  hundred  times  the 
price."  The  Write  &  See  workbooks 
and  the  modified  tape  recorder  have 
been  combined  in  a  foreign-language 
instruction  course  that  Appleton-Cen- 
tury will  try  out  at  the  University  of 
Kentucky  this  fall. 

In  a  similar  effort  to  use  simple 
rather  than  complex  machinery,  Co- 
lumbia University's  Dr.  Erik  Morten- 
sen  is  working  on  a  device  that  can 
play  back  a  tape  at  anywhere  from  50 
to  500  words  a  minute— but  without 
the  "chipmunk  effect"  and  "mumble- 
grumble"  that  usually  occur  when  re- 
cordings are  speeded  up  or  slowed. 

"Experiments  have  so  shown,"  says 
Mortensen,  "that  students  can  assimi- 
late information  much  faster  through 
the  ear  than  they  can  by  the  eye 
through  reading."  In  place  of  speed- 
reading,  Mortensen  hopes  to  offer 
speed-listening. 

Such  a  gadget  by  itself  is  hardly 
going  to  revolutionize  education.  But 
it  shows  the  way  things  are  going.  The 
student  who  is  able  to  assimilate  ma- 
terial quickly  will  be  able  to  speed  up 
a  lecture,  perhaps  slowing  it  when  it 
comes  to  something  with  which  he  is 
unfamiliar.    The   slower   student   can 


run  the  whole  lecture  slowly.  A  stu- 
dent wishing  to  hear  how  a  foreign 
language  is  actually  pronounced  can 
play  the  tape  slowly.  To  those  who  say 
such  gadgets  tend  to  dehumanize  edu- 
cation, the  best  answer  is  that  in  auto- 
mating instruction,  such  machines  also 
individualize  it. 

From  the  Ground  Up 

These  simpler  devices  may  even- 
tually give  way  to  computers  with 
which  the  student  will  communicate 
directly  and  which  will  automatically 
keep  records  of  his  performance  and 
evaluate  his  progress.  Today,  such 
computer  systems  and  the  requisite 
programs  are  generally  too  expensive 
for  the  kind  of  teaching  load  that  can 
be  put  on  them.  Therefore  computers 
are  more  commonly  used  today  as  rec- 
ord-keepers of  student  progress  to 
guide  and  assist  the  teacher.  This  is  the 
job  they  currently  perform  for  West- 
inghouse  Learning  Corp.,  which  par- 
ent Westinghouse  Electric  hopes  will 
some  day  be  a  billion-dollar  operation. 

The  project  in  question  is  called 
PLAN  (Program  for  Learning  in  Ac- 
cordance with  Needs),  and  involves 
4,800  elementary  and  high  school  stu- 
dents in  14  school  districts  in  Califor- 
nia, Massachusetts,  New  York,  Penn- 
sylvania and  West  Virginia.  All  the 
schools  have  access  at  least  once  daily 
to  a  computer  in  Palo  Alto,  Calif. 

PLAN  students  on  arriving  at  school 
choose  their  group  table  or  study  cu- 
bicle. They  then  select  their  study  ma- 
terial in  the  form  of  'TLUs"  (Teach- 
ing-Learning Units),  which  are  small, 
packaged  guides  of  courses  in  read- 
ing, math,  spelling,  science  and  other 
subjects.  The  student  then  uses  a  tape 
recorder,  film  projector,  workbook  and 
other  devices  that  may  be  required  to 
help  him  absorb  the  material.  At  the 
end  he  takes  a  "diagnostic  quiz."  That 
completed,  he  selects  another  TLU  in 
the  same  subject  or  another  subject. 

The  key  to  the  project,  says  Lewis 
P.  Reade,  Westinghouse  Learning  vice 
president  for  instruction  services,  "is 
the  fact  that  every  morning  the  com- 
puter gives  the  teacher  a  print-out  on 
each  pupil's  progress.  The  computer's 
initial  importance  in  education  is  its 
ability  to  act  as  a  teacher's  manage- 
ment tool,  to  plan  the  next  step  for  a 
student  or  diagnose  trouble."  If  Reade 
is  right,  the  computer  will  make  the 
good  teacher  better  by  helping  him 
spread  his  work  more  efficiently. 

Westinghouse  Learning  is  still  small. 
Its  revenues  last  year  were  only  $15 
million.  But  it  is  up  to  its  ears  in  the 
education  business.  It  has  more  gov- 
ernment teaching  contracts  than  any 
other  company.  It  does  all  the  south- 
east region  training  of  VISTA  volun- 
teers, runs  two  Job  Corps  centers,  is 
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We'll  tell  you  all  about  it. 


We're  plugged  into  the  market  all  the  time. 

With  a  network  of  high-speed 
communications.  Wires.  Video  tapes. 
Computers.  And  written  reports. 

So  when  our  account  executive  calls  you,  he's 
got  information  that's  live  and  pertinent. 

McDonnell  &  Co.  research.  Chances  are  it 
knows  more  than  you  do. 


McDonnGlkco 

Members  New  York  Stock  Exchange  and  other  principal  exchanges 


New  York  •  Alexandria  •  Asbury  Park  •  Beverly  Hills  •  Boston  •  Century  Ctty  •  Chicago  •  Denver  ■  Detroit  •  Los  Angeles  ■  Newark 
Toms  River   •   Washington,  D.C.   •    Honolulu    •    Pans    ■    F.  P.  Ristme  Division  Offices:  Dcylestown  •    Elizabeth    •    Philadelphia    • 


Oakland  • 
Red  Bank 


San  Francisco 
•   Ridgewood  • 


San  Jose 
Westfield 


the  major  non-university  trainer  for  the 
Peace  Corps,  runs  a  teaching  center 
for  Army  Transportation  Corps  instruc- 
tors, and  has  training  contracts  with 
the  Department  of  Labor,  Office  of 
Economic  Opportunity,  Department  of 
Housing  &  Urban  Development  and 
the  state  of  Delaware. 

Westinghouse  Learning  is  also  ex- 
perimenting with  "Education  Advance- 
ment Centers"  where  children  or  adults 
can  bring  themselves  up  to  any  speci- 
fied level  of  proficiency  in  various 
fields  for  a  fee  of  about  $150,  with  a 
"money  back  with  interest"  guarantee 
if  the  student  can't  make  it.  And  in  the 
hardware  field  the  company  has  de- 
vised a  "slow  scanning"  color-TV  sys- 
tem that  can  be  piped  into  schools  over 
telephone  wires  at  a  fraction  of  current 
transmission  costs.  The  University  of 
Wisconsin  medical  school  will  be  the 
first  user. 

Unlike  some  competitors  who  chose 
to  acquire  a  textbook  company  as  a 
starter,  Westinghouse  Learning  is  still 
in  the  red.  This  was  because  the  com- 
pany decided,  says  Vice  President 
Reade,  "that  it  was  best  to  build 
through  internal  development,  not  by 
shotgun  weddings  with  publishing 
companies."  Not  until  late  June,  when 
it  paid  $5  million  for  the  Measurement 
Research  Center  of  Iowa  City,  had 
Westinghouse  Learning  laid  out  a 
nickel  on  acquisitions. 

CRS,  by  contrast,  will  make  money 
this  year  on  an  estimated  $100  million 
of  educational  sales,  most  of  it  because 
<  f  its  1967  purchase  of  publisher  Holt, 
Rinehart  &  Winston.  But  the  price  was 
stiff:  $280  million  worth  of  CBS  stock 
issued  for  the  purchase  of  a  company 
with  $33  million  in  assets,  $6.6  mil- 
lion  in  earnings.  Time  will  tell  which 
is  smarter,  Westinghouse's  "build"  or 
CBS's  "buy"  technique. 

Front  Runner 

Biggest  of  the  education  companies, 
with  education  sales  now  estimated  at 
sit")  million,  is  McGraw-Hill,  a  tradi- 
tional textbook  publisher  that  is  also 
m  iving  vigorously  into  the  new  teach- 
ing materials  and  devices.  The  effort 
'.;  headed  by  Robert  W.  Locke,  senior 
'.ice  president  of  the  educational  tech- 
nology and  learning  systems  group. 
Lo<  ke  says:  "One  of  the  weaknesses  of 
textbook  publishers  has  been  a  tenden- 
cy lo  depend  exclusively  on  the  printed 
page  to  help  students  accomplish  spe- 
cific learning  or  skills."  On  the  other 
hand,  he  adds,  "A  potential  pitfall  for 
the  computer-oriented  companies  will 
be  to  turn  first  to  the  computer  to  de- 
liver a  given  unit  ol  ins  uction."  In 
other  words,  the  teaching  machine 
business  must  crawl  before  il  i  an  walk. 

Recognizing  this,  McGraw-Hill  lias 
stalled  with  the  textbook  and  worked 


forward  from  there.  It  has  developed 
a  series  of  packaged  courses  broken 
down  into  "learning  modules"  rather 
than  books,  but  built  up  from  scratch. 
The  modules  for  the  beginning  teach- 
ing of  reading  contain  a  mixture  of 
devices:  film  strips  to  demonstrate 
concepts  like  "up"  or  "down";  wooden 
cut-outs  to  illustrate  specific  shapes 
and  surfaces.  It  is  "an  audio-visual  ap- 
proach reinforced  by  touch,"  says 
Locke. 

.McGraw-Hill  is  betting  that  the 
whole  emphasis  in  education  will 
change-but  gradually.  "Rapid  obso- 
lescence," says  McGraw-Hill  behav- 
ioral scientist  David  Engler,  "has  be- 
come characteristic  of  most  scientific 
and  technical  fields  and  many  non- 
technical fields  as  well.  A  significant 
minority  of  educators  are  now  much 
more  concerned  with  teaching  young- 
sters to  become  effective  learners  than 
with  trying  to  teach  them  mastery  of  a 
fixed  amount  of  subject  matter." 

Xerox  takes  much  the  same  tack  in 
its  series  of  packaged  courses  intro- 
duced last  year  entitled  "Science— a 
Process  Approach,"  which  aims  pri- 
marily at  teaching  students  how  to  ex- 
periment, compare  and  check  their 
results.  "The  content  is  just  grist  for 
their  learning  mills,"  says  Lee  D. 
Brown,  Xerox  education  marketing 
manager.  The  courses  are  now  being 
used  by  750,000  students. 

The  Newcomers 

Like  most  companies  that  entered 
the  education  market  only  recently, 
Xerox  bought  its  way  in.  It  started  by 
acquiring  University  Microfilms  in 
1962,  then  went  on  to  buy  American 
Education  Publications  (whose  My 
Weekly  Reader  goes  to  20  million 
school  children),  R.  R.  Bowker,  Pro- 
fessional Library  Services,  Basic  Sys- 
tems and  Learning  Materials,  Inc. 
Now  it  is  just  concluding  the  purchase 
of  major  textbook  publisher  Ginn  &  Co. 
for  $130  million. 

Whether  these  companies  were 
worth  their  $248  million  total  cost  re- 
mains to  be  seen.  As  a  group  they  will 
do  not  much  better  than  break  even 
this  year  despite  their  estimated  $90 
million  in  education  sales.  Xerox  con- 
tends that  it  had  to  pay  top  prices 
lo  get  the  top  talent  that  it  was  really 
after,  that  talent  and  knowledge  is, 
in  the  last  analysis,  more  valuable  than 
bricks  and  mortar. 

RCA  gets  some  of  the  same  criticism. 
Already  well  versed  in  electronics  and 
computers,  it  bought  publisher  Ran- 
dom House  to  get  a  software  entry  into 
the  education  market.  Yet  when  RCA 
recently  sold  New  York  City  a  $2.5- 
million  computerized  education  sys- 
tem, it  had  to  go  outside  Random 
House  to  Harcourt  Brace  &  World  and 
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Harper  &  Row  for  enough  course  ma- 
terials to  fill  the  machines.  Was  buy- 
ing Random  House  a  mistake?  The 
company  doesn't  think  so.  Replies 
Carroll  V.  Xewsom,  RCA  vice  presi- 
dent for  education,  "After  all,  RCA 
makes  record  players  that  play  our 
records  and  everybody  else's.  The 
computer  needs  a  wealth  of  material, 
and  we'll  get  it  anywhere  we  can." 

That  wealth  of  material  is  essential 
because.  Xewsom  goes  on,  "We  de- 
cided to  build  around  the  teacher.  The 
teacher  makes  die  determinations  [on 
purchasing].  Every  teacher  has  differ- 
ent needs,  and  you  have  to  create 
tailor-made  environments  for  teachers 
so  they  can  operate  with  a  whole  lot 
of  video,  visual,  audio  and  other  dis- 
ph}  s.  If  she  can  push  buttons  and  get 
what  she  wants,  we're  in  business." 

RCA  has  installed  other  computer- 
ized instruction  systems  in  Tulsa's  Oral 
Roberts  University  and  in  the  More- 
head  (Ky.)  public  schools.  It  is  just 
finishing  a  system  to  start  up  in  14 
Texas  counties  this  fall.  Such  jobs,  plus 


Random  House's  textbook  operation 
and  the  RCA  Institute  ( used  mainly  to 
train  technicians  and  servicemen),  add 
up  to  an  annual  education  volume  of 
some  $25  million. 

Like  RCA,  Philco-Ford  counts  heav- 
ily on  computer-assisted  instruction. 
Last  fall  Philadelphia's  senior  and 
junior  high  schools  started  using  Phil- 
co-Ford computer-linked  "learning 
terminals":  Students  use  typewriter- 
like keyboards  and  light  pencils  on  a 
video  screen  to  study  and  test  them- 
selves. But  Philco-Ford  has  acquired 
no  publisher;  Philadelphia  teachers 
wrote  all  the  programmed  courses  used 
in  the  machines. 

Litton  Industries  bought  its  way 
into  education  via  the  1967  acquisi- 
tion of  American  Book  Co.  (about  $21 
million  sales  this  year),  and  is  there- 
fore "very  much  in  the  black  right 
now,"  according  to  Alfred  Strogoff, 
president  of  Litton's  education  group. 
Litton  is  now  engaged  in  completing  its 
$35-million  purchase  of  Chapman 
Reinhold  (some  $26  million  in  sales), 


a  publisher  of  industrial  and  scientific 
magazines  diat  Strogoff  fsels  "will  be  a 
major  part  of  the  trend  toward  contin- 
uing adult  education." 

The  Black  Sheep 

Two  of  the  earliest  and  most  prom- 
ising entries  into  the  new  education 
market  have  had  the  hardest  time  get- 
ting going.  General  Learning  was  set 
up  to  combine  the  electronic  knowhow 
of  General  Electric  with  the  word 
knowhow  of  Time  Inc.  It  soon  began 
to  flounder  in  the  course  of  deciding 
whether  to  go  primarily  into  hardware 
and  systems  or  into  books,  programmed 
materials  and  other  software. 

Now  headed  by  Francis  Keppel,  for- 
mer dean  of  Harvard's  graduate  school 
of  education  and  former  U.S.  Commis- 
sioner of  Education,  General  Learning 
is  slowly  edging  its  way  back  up  after 
an  admittedly  "disastrous  beginning." 
Now  its  emphasis  is  on  software  and  re- 
search, and  GL  is  getting  teaching  and 
management  consulting  contracts  from 
schools,  industry  and  government.  Its 


Teachers  have  mixed  feelings 
about  the  new  technology.  "At  first 
some  of  our  teachers  were  confused 
and  frustrated,"'  says  Dr.  Eugene 
Spence,  superintendent  of  Bethel 
Park  Schools  outside  Pittsburgh. 
Bethel  Park  is  one  of  the  districts 
wliere  students  are  going  at  their 
own  pace  through  the  new  self-in- 
struction method.  Some  of  the 
Bethel  Park  teachers  emit  or  asked 
for  transfers,  Dr.  Spence  says,  be- 
cause they  couldn't— as  one  of  them 
put  it— "just  sit  there  while  the  kids 
were  wandering  around  the  room 
hardly  asking  any  questions  at  all." 

Some  teachers  apparently  miss 
facing  a  class  as  half  ham  actor, 
half  dictator.  They  feel  they  have 
lost  prestige  and  power.  Others, 
after  trying  the  new  system  for 
a  while,  say  they  are  "much  more 
professional  now,  more  involved 
with  planning  the  whole  education- 
al input." 

Oakland  Community  College,  out- 
side Detroit,  is  the  first  institution 
to  design  buildings  especially  for 
individually  prescribed  instruction. 
Oakland's  brass  are  enthusiastic,  ar- 
guing that  teachers  cai.  concentrate 
more  on  an  individual  student's 
problems  while  the  others  in  the 
course  are  moving  ahead  on  their 
own  in  the  isolated  study  carrel's. 
"It's  almost  an  insult,  a  waste,  to 
use  a  teacher  as  a  mechanism  to 
pass  on  information  when  you  can 


TEACHING  THE  TEACHERS 

do  it  much  better  with  audio-visual 
techniques,"  says  Oakland's  founder 
and  former  president,  John  E.  Tir- 
rell.  Tirrell  points  out  that  teachers 
are  primarily  consultants  at  Oak- 
land, where  there  are  only  three 
classrooms  for  5,000  students. 

"Under  the  self-instruction  con- 
cept," says  Dr.  R.L.  Bright,  asso- 
ciate commissioner  for  research  at 
the  Department  of  Health,  Educa- 
tion &  Welfare,  "it's  far  better  to 
have  a  large  class  of  students  super- 
vised by  a  top-notch  teacher  than  to 
have  a  mediocre  teacher  lecturing 
to  a  smaller,  conventional  class." 

Class  size  and  the  new  technol- 
ogy may  become  a  bargaining  issue 
for  union  teachers.  David  Selden, 
assistant  to  the  president,  American 
Federation  of  Teachers  (AFL- 
CIO),  says  this  is  because  "many 
teachers  don't  understand  the  situa- 
tion. They  just  fear  change.  I  try 
to  tell  them  that  teachers  are  in 
undersupply,  ignorance  is  in  over- 
supply.  Obviously  something  has  to 
give.  New  technology  has  to  come. 
Teachers  needn't  fear  being  re- 
placed by  a  machine.  We're  not  in 
a  shrinking  industry  like  the  rail- 
road brotherhoods." 

Selden  and  others  feel  that  teach- 
er-assistants must  come.  They  say 
there  should  be  a  hierarchy  of  posi- 
tions and  salaries,  from  highly 
trained  teachers  all  the  way  down 
to  something  like  "education  tech- 


nicians" who  help  monitor  study 
carrels  and  grade  tests  through 
computer  punch  cards.  This  is  be- 
ing done  at  the  highly  automated 
New  York  Institute  of  Technology 
in  Old  Westbury,  Long  Island. 

A  problem,  and  also  an  individ- 
ual opportunity,  is  the  scarcity  of 
teachers  familiar  with  this  new 
technology.  Only  three  teachers' 
colleges  in  the  U.S.  are  actually 
training  teachers  in  it,  and  Florida 
State,  Arizona  State  and  Catholic 
University  are  the  only  places  where 
a  Ph.D.  is  offered  in  education  sci- 
ence. This  degree  involves  work  in 
teaching,  systems  engineering  and 
behavioral  psychology.  Companies 
trying  to  expand  in  the  education 
market,  says  Robert  Morgan,  new 
head  of  Florida  State's  psychology 
department,  "are  lining  up  these 
education  science  Ph.D.s,  some- 
times a  year  in  advance  of  gradua- 
tion, just  the  way  pro  football  teams 
operate."  A  smart  teacher  can  be 
snapped  up  by  one  of  the  new  edu- 
cation companies  for  three  times 
what  he  makes  in  the  classroom. 

For  example,  RCA  recently  hired 
the  top  TV  programmer  from  the 
Washington  County,  Md.  schools' 
classroom  TV  network.  Banks,  in- 
surance companies  and  others  in  the 
San  Francisco  Bay  area  are  con- 
stantly swiping  highly  specialized 
teachers  from  Litton  Industries' 
West  Coast  Job  Corps  operation. 
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QUARTERLY  DIVIDEND 


The   Board   of   Directors  on   Julv  9.   1968 
declared  a  quarterly  dividend  of  35  cents 


Camera  As  Teacher?  Eastman  Kodak's  little  Instamatic  camera  is  being  touted 
as  a  way  to  open  the  eyes  of  ghetto  pupils.  In  a  project  of  Columbia  University's 
Teachers  College,  students  from  New  York's  East  Harlem  area  took  pictures  like 
that  being  taken  above  showing  what  bothers  them  about  their  neighborhood — 
such  as  this  abandoned  car.  Now  Kodak  dreams  of  the  day  when  the  Instamatic 
"might  well  become  as  common  a  sight  in  the  classroom  as  crayon  sets." 


revenues  now  come  to  $25  million,  but 
most  is  from  its  old-line  textbook  oper- 
ation, Silver,  Burdett  &  Co.  Keppel  be- 
lieves his  company  "can  get  into  the 
black  in  a  couple  of  years." 

IBM  has  had  no  such  profit  prob- 
lems in  its  education  ventures,  but  they 
have  certainly  not  lived  up  to  some  of 
the  early  expectations.  In  an  effort  to 
speed  its  growth  ( current  sales  in  edu- 
cation are  around  $60  million)  IBM 
has  recently  welded  all  its  education 
properties  under  one  head.  It  has  also 
come  up  with  packaged  reading  kits 
using  film  strips,  cards  and  other  ma- 
terials that  a  teacher  can  tailor-make 
to  fit  the  needs  of  individuals  or  of 
homogeneous  groups. 

These  are  by  no  means  all  the  major 
U.S.  companies  aiming  at  one  sector  or 
another  of  the  new  education  market. 
Baytheon's  four  acquired  education 
companies  do  an  estimated  $35-million 
business  in  software  and  in  such  de- 
vices as  audio  equipment  for  language 
teaching.  Its  electronic  dominoes  are 
sold  as  a  toy,  but  actually  introduce 
the  child  to  the  world  of  the  computer. 

Corn  Products'  subsidiary  Mind, 
Inc.  does  contract  training  of  hitherto 
unemployable  workers  for  General  Mo- 
tors, Continental  Can,  Chrysler  and 
some  50  other  companies.  Borg- Warner 
is  marketing  an  audio-visual  student 
response  system  that  permits  a  student 
to  see  or  hear  material  and  then  test 
himself  on  his  comprehension  of  it. 
Minnesota  Mining  sells  individually 
wired  study  carrels  for  displaying 
audio-visual  materials,  and  has  joined 
with  Newsweek  magazine  to  supply 
schools  with  current  events  courses. 

Where  is  all  this  leading?  When  the 
Vietnam  war  is  over,  says  Wilbur-  Co- 
hen, Secretary  of  Health,  Education  & 


Welfare,  "The  major  problem  for  the 
next  ten-year  period  will  be  to  material- 
ly bring  up  the  standards  of  our  educa- 
tion." There  is  little  doubt  that  he  is 
right:  There  is  a  long  line  for  grant 
money,  but  education  is  going  to  go  to 
the  head  of  the  line.  It  may  even  give 
the  Pentagon  and  its  friends  in  Con- 
gress some  competition.  It  is  estimated 
that  educational  spending  in  the  U.S. 
will  rise  by  32%  to  more  than  $70  bil- 
lion by  1977.  Nor  will  it  all  go  to  the 
kids.  There  is  a  growing  demand  for 
learning  from  adults  who  want  to  up- 
date their  professional  knowledge  or 
broaden  their  interests. 

Much  of  this  spending  will  go  for 
more  teachers,  higher  salaries  and  new 
buildings.  But  the  sharpest  rate  of  gain 
is  almost  certainly  going  to  be  in  spend- 
ing for  machines  and  programs  to  en- 
able teachers  to  teach  more  effectively 
and  more  efficiently.  At  present,  total 
spending  in  this  area  is  only  about  $2 
billion  a  year,  most  of  it  in  textbooks. 
That  $2  billion  could  easily  swell  to 
$10  billion  within  die  next  six  years, 
with  old-fashioned  textbooks  getting  a 
smaller  and  smaller  proportion. 

In  effect,  this  means  a  brand-new 
market  worth  upwards  of  $8  billion  a 
year  by  1975,  bigger  than  such  pres- 
ent industries  as  textiles,  paper  or  rub- 
ber. The  new  market  is  going  to  be 
hotly  contested  by  any  number  of  cor- 
porate purveyors  of  knowledge  and 
electronics,  including,  certainly,  many 
small  companies  yet  to  be  born.  It  pro- 
mises to  create  a  whole  new  species  of 
educator-businessmen,  just  as  the  elec- 
tronics revolution  created  a  new  species 
of  scientist-businessmen.  It  is  a  market 
full  of  risks,  but  also  one  that  is  too  full 
of  promise  for  any  future-minded  com- 
pany to  ignore.  ■ 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of 
these  Debentures.  The  offer  is  made  only  by  the  Prospectus, 


$250,000,000 

Standard  Oil  Company 

{Incorporated  in  New  Jersey) 

6>A%  Debentures  Due  1998 

Interest  payable  January  15  and  July  15 


Price  100%  and  Accrued  Interest 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  from  only  such  of  the 

undersigned  as  may  legally  offer  these  Debentures  in  compliance 

with  the  securities  laws  of  such  State. 


MORGAN  STANLEY  &  CO. 

DILLON,  READ  &  CO.  INC.        THE  FIRST  BOSTON  CORPORATION       KUHN,  LOEB  &  CO. 
BLYTH&  CO.JNC.    DREXEL  HARRIMAN  RIPLEY    EASTMAN  DILLON,  UNION  SECURITIES  &  CO. 

Incorporated 

GLOREFORGAN,  WM.  R.  STAATSINC.     GOLDMAN,  SACHS&  CO.     HALSEY,  STUART  &  CO.  INC. 
HORNBLOWER  &  WEEKS-HEMPHILL,NOYES    KIDDER,PEABODY &  CO.    LAZARD  FRERES&  CO. 

Incorporated 

LEHMAN  BROTHERS      LOEB,  RHOADES  &  CO.      MERRILL  LYNCH,  PIERCE,  FENNER  &  SMITH 

Incorporated 

PAINE,  WEBBER,  JACKSON  &  CURTIS  SALOMON  BROTHERS  &  HUTZLER 

SMITH,  BARNEY  &  CO.  STONE  &  WEBSTER  SECURITIES  CORPORATION 

Incorporated 

WERTHEIM  &  CO.  WHITE,  WELD  &  CO.  DEAN  WITTER  &  CO. 

July  12,  1968. 
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ICE  CREAM  FOR  THE  RIGHT  ANSWERS 


Every  new  technology  has  its  found- 
ing father,  who  often  comes  from 
outside  the  field.  Pasteur,  for  ex- 
ample, was  not  a  doctor;  and  the 
prophet  of  the  new  education  is 
not  an  educator  but  a  behavioral 
psychologist.  B.  F.  Skinner  (the 
"B"  stands  for  Burrhus,  which  he 
dislikes),  professor  of  psychology  at 
Harvard,  is  generally  credited  with 
first  formalizing  the  concept  of  in- 
dividually programmed  instruction. 

Though  his  book  Technology  of 
Teaching  amply  presents  the  theory 
of  the  new  approach  to  education, 
Skinner  is  no  mere  theorist.  He  has 
had  real  marketing  success  with  his 
classroom  materials  and  gadgets, 
such  as  his  special  workbook  (see 
story).  The  New  York  Times  Maga- 
zine recently  referred  to  Skinner  as 
being  as  influential  today  as  Freud 
was  in  his  time. 

As  one  of  education's  leading  phi- 
losophers and  innovators,  Forbes 
sought  him  out  for  a  personal  tutor- 
ing session  on  the  impact  the  new 
technology  will  have  on  our  chil- 
dren, our  business  and  our  lives. 

What  are  the  real  gains  in  indi- 
vidually programmed  instruction 
where  the  student  paces  himself? 

Skinner:  The  greatest  single  source 
of  inefficiency  in  American  educa- 
tion is  our  practice  of  moving  a 
whole  group  of  students  at  the  same 
rate.  That's  bad  for  the  fast  student 
who  has  to  be  held  up.  He  gets 
bored.  But  it's  particularly  bad  for 
the  slow  student.  The  slow  student, 
you  know,  may  not  always  be  dumb. 
As  a  matter  of  fact,  some  of  our  best 
scientific  minds  are  slow  workers. 
The  slow  student  falls  behind  in  our 
present  system,  and  then  he  goes 
even  slower.  Finally,  he  gives  up 
and  you  lose  him.  The  whole  point 
of  individually  programmed  or  pre- 
scribed instruction  is  to  move  the 
student  along  as  rapidly  as  he  can 
or  as  slowly  as  he  needs. 

Doesn't  that  make  for  big  man- 
agement and  discipline  problems? 

Skinner:  The  management  of  in- 
dividually prescribed  instruction 
certainly  does  pose  a  problem.  But 
there's  a  good  deal  ol  progress  be- 
ing made.  The  computer,  not  s  a 
teaching  machine  but  as  a  data 
processing  management  tool,  can  be 
very  helpful  in  finding  out  just 
where  every  student  is  at  any  given 
time.  As  for  the  discipline,  we  just 


have  to  get  away  from  the  old-fash- 
ioned classroom  where  the  child  sits 
quietly  because  he  doesn't  dare 
make  a  noise  or  recites  something 
because  he  dare  not  refuse. 

Instead  of  the  "aversive"  ap- 
proach where  the  student  does 
something  to  avoid  the  consequences 
of  not  behaving,  we  use  positive  re- 
inforcement or,  in  layman's  terms, 
an  award-credit  system.  You  find  out 
the  things  the  kids  want— a  trip  to 
the  zoo,  ice  cream  for  lunch,  more 
play  time.  Then  you  relate  these  to 
their  behavior  with  a  condition  re- 
inforcer.  With  this  system,  children 
begin  to  get  the  real  consequences 
of  behaving  themselves.  They  sud- 
denly discover  they  can  learn,  and 
there's  nothing  more  exciting. 

Even  icith  the  new  devices,  ivon't 
kids  beat  the  system  by  looking  up 
answers  in  their  ivorkbooks? 

Skinner:  Not  if  the  program  is  well 
designed.  We've  worked  out  a  sys- 
tem [at  Appleton-Century-Crofts] 
called  "compose  and  compare"  that 
is  cheat-proof.  The  right  answer 
comes  out  directly  below  his  an- 
swer, and  there's  no  way  of  chang- 
ing your  answer  or  bringing  the 
right  answer  out  before  you  write 
yours.  This  gets  away  from  the 
old  multiple-choice  technique.  With 
multiple  choice  you've  got  to  feed 
the  student  plausible  wrong  ans- 
wers, a  terribly  confusing  thing 
to  do. 

There's  been  talk  that  we  spend 
too  much  time  teaching  ghetto  stu- 
dents   reading,   art   and   other   cul- 


tural things.  Maybe  we  should  be 
teaching  them  to  be  plumbers. 

Skinner:  That's  a  horrible  thought. 
This  kind  of  educational  philosophy 
is  primarily  to  rationalize  our  fail- 
ure. We.  failed  to  teach  these  people 
how  to  read,  so  now  we  say  there 
is  no  point  in  teaching  them.  There 
is  •absolutely  no  reason  why  you 
can't  teach  everyone  how  to  read 
and  how  to  get  cultural  enrichment. 
With  this,  a  person  can  become  a 
responsible  citizen,  not  just  an  in- 
stant plumber.  Teach  trades,  yes, 
but  not  in  place  of  writing,  reading, 
arithmetic  and  the  rest. 

Some  companies  think  computers 
will  take  over  most  of  our  education- 
al chores.  Do  you  agree? 

Skinner:  Don't  let  the  computer 
people  sell  you  on  their  machines  as 
teaching  devices.  It's  a  fad.  Set- 
ting up  a  computer  to  teach  chil- 
dren is  just  idiotic.  The  kids  sit  at 
a  typewriter  and  push  a  button, 
then  the  typewriter  sweetly  asks, 
"Hello  there,  what's  your  name?" 
This  pseudoconversation  is  so 
damned  phony.  The  computer  peo- 
ple haven't  come  up  with  any  real 
innovations  in  programming.  The 
computer  still  forces  you  into  the 
multiple-choice  format,  which  is  a 
great  mistake.  Economically,  com- 
puters are  out  of  this  world. 

A  simple,  programmed  workbook 
that  is  cheat-proof  will  do  what  these 
computers  can  do  and  do  it  better 
at  one-tenth  the  cost.  As  a  means  of 
storing  information,  like  a  library  to 
quickly  bring  forth  some  audio  or 
visual  materials,  or  as  part  of  school 
and  classroom  management  systems, 
the  computer  can  do  a  job.  But  as 
a  teaching  device,  it's  ridiculous. 

And  what  will  the  new  education 
technology  do  to  the  teachers? 

Skinner:  The  trouble  with  most 
teachers  is  they  know  they're  not 
really  doing  much  of  a  job,  and  it 
bothers  them.  When  they  can  look 
at  themselves  as  behavioral  engi- 
neers and  can  really  arrange  condi- 
tions so  these  kids  can  get  to  die 
excitement  of  learning,  then  they 
begin  to  be  somebody  of  impor- 
tance. Why  should  teachers  be  paid 
more?  They're  not  doing  any  more 
than  they  ever  did.  When,  under 
the  new  system,  they  can  do  twice 
what  they  were  doing  before,  then 
society  will  have  to  pay  them  well.  ■ 
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^  HowteTpick" 
an  investment  banker. 

Mr.  Chief  Executive  Officer:  If  yours  is  a  growing  company  that  earned 
$1,000,000  to  $10,000,000  before  taxes  last  year,  this  ad  is  for  you. 


How  do  you  gauge 
investment  bankers? 

In  appraising  companies,  secu- 
rity analysts  place  major  emphasis 
on  growth.  This  is  also  a  gauge 
of  the  performance  of  investment 
banking  firms.  Other  important 
criteria  include:  The  volume  and 
nature  of  the  investment  banking 
firm's  activities.  Its  ability  to 
distribute  securities.  Its  capital 
resources. 

Important  intangibles  include 
the  investment  banking  firm's  rep- 
utation, quality  standards,  profes- 
sional qualifications  and  the  after- 
market  sponsorship  and  assistance 
it  provides  its  clients. 

How  does  E.  F.  Hutton 

&  Company  test 
against  such  criteria? 

Growth.  Founded  in  1904,  EFH 
has  long  ranked  among  the  hand- 
ful of  top  brokerage  firms.  In  the 
unusually  short  period  (by  Wall 
Street  standards)  of  five  years, 
EFH  has  attained  a  comparable 
position  among  the  nation's  lead- 
ing stock  underwriters. 

Volume.  Last  year  EFH's  firm 
underwriting  commitments  in 
154  registered  stock  offerings 
aggregated  $124,000,000  -  the 
largest  dollar  volume  of  such 
commitments  by  any  firm .  EFH  also 


ranked  among  the  top  ten  1967 
managing  underwriters  of  such 
offerings-and  its  $74,000,000  firm 
underwriting  commitment  in  the 
Scudder  Duo-Vest  offering  is  be- 
lieved to  have  been  the  largest 
such  commitment  by  a  single  firm 
in  the  history  of  Wall  Street. 

Quality.  EFH  manages  public 
offerings  only  for  companies  which 
it  believes  have  the  essential 
qualities  for  sound  long-term 
growth.  Primary  considerations  are 
the  nature  of  a  company's  opera- 
tions, its  management,  its  record 
to  date  and  future  prospects.  EFH 
also  assists  companies  in  private 
financings  and  mergers. 

Broad  distribution.  The  indi- 
vidual, institutional  and  corporate 
clients  served  by  EFH's  3,500  em- 
ployees in  64  offices  throughout 
the  nation  number  in  the  hundreds 
of  thousands. 

Capital  resources.  The  firm's 
$34,000,000  of  capital  and  its 
$285,000,000  of  assets  are  among 
the  largest  in  the  investment  bank- 
ing and  brokerage  community. 

The  professionals.  The  team  of 
professionals  who  work  with  each 
EFH  corporate  client  are  supported 
by  one  of  Wall  Street's  largest 
staffs  of  security,  company  and 
industry  analysts,  and  specialists 


in  public  and  private  financings, 
mergers,  syndications  and  related 
activities.  Most  hold  advanced  de- 
grees in  business  or  law,  and  are 
thoroughly  experienced  profes- 
sionals. 

After-market  sponsorship.  An 
EFH-managed  offering  is  only  the 
beginning.  Following  the  offering 
the  Trading  Division  takes  over 
and  continues  to  make  a  market 
in  the  stock  if  it  is  traded  over-the- 
counter.  Regardless  of  the  market 
in  which  the  security  is  traded,  the 
Research  Division  keeps  investors 
and  the  financial  community  ap- 
prised of  the  company's  progress 
through  reports  and  bulletins.  The 
Corporate  Finance  Division  assists 
in  financial  planning,  acquisitions, 
mergers,  long-term  loans,  stock 
exchange  listings  and  in  setting 
up  stock  option,  employee  stock 
purchase  and  dividend  reinvest- 
ment plans,  pension  funds  and 
profit  sharing  retirement  trusts. 

Action.  If  yours  is  a  growing 
company  that  earned  $1,000,000 
to  $10,000,000  before  taxes  last 
year,  and  if  you  are  interested  in 
discussing  a  financing  or  merger— 
or  simply  your  plans  and  prospects 
—contact  John  Shad,  the  Senior 
Vice  President  in  charge  of  our 
Corporate  Finance  Division— One 
Chase  Manhattan  Plaza,  New  York 
City  10005;  phone:  (212)WH  4-2100. 


E.F  HUTTON  &  COMPANY  inc. 


Faces  Behind  the  Figures 


Arthur   T.   Roth 
Fallen  Idol 

Arthur  Roth  was  a  powerful  man 
in  banking.  As  president  he  built 
Franklin  National  Bank,  in  little 
more  than  20  years,  from  deposits 
of  $20  million  to  nearly  $2  billion. 
The  bank  dominated  the  lushly 
growing  area  of  Nassau  County  in 
suburban  Long  Island,  New  York. 
Fond  of  publicity,  large  of  ego, 
Roth  ruled  his  bank  like  a  monarch. 

But  King  Arthur  reigns  no  more. 
Last  month,  Roth,  62,  was  toppled 
by  an  apparent  uprising  on  Frank- 
lin National's  board.  He  would  re- 
main as  chairman,  but  replacing 
him  as  chief  executive  was  Harold 
V.  Gleason,  49,  who  became  presi- 
dent under  Roth  only  last  summer. 

A  normal  change  at  the  top?  The 
company  insists  it  was.  But  men 
like  Arthur  Roth  rarely  step  down 
unless  they  are  pushed. 

For  all  its  lush  growth  in  past 
years,  Franklin  National  has  had 
serious  problems  recently.  The  bank 
had  been  very  active  in  financing 
the  growth  of  Nassau  County  from 
a  population  of  under  half  a  million 
to  1.4  million  in  1968.  When  tight 
money  crimped  suburban  building 
it  crimped  Franklin,  too.  By  his 
own  admission,  Roth  has  spent 
much  of  his  time  the  past  three 
years  "straightening  out  the  mess  in 
our  real  estate  loan  department." 
During  these  years,  Franklin  charg- 
ed off  $40  million  in  bad  real  estate 
loans  and  was  able  to  recover  barely 
10  cents  on  the  dollar.  These  sub- 
stantial losses  kept  Franklin's  per- 

Roth  of  Franklin  National 


share  common  equity  from  growing 
significantly  in  the  past  five  years. 

Meanwhile,  to  attract  money, 
Franklin  National  was  paying  top 
rates  on  certificates  of  deposit.  But 
with  real  estate  in  the  doldrums, 
Franklin  had  to  find  other  more 
profitable  areas.  A  predominately 
suburban  bank  (with  56  branches), 
it  simply  did  not  have  enough  cor- 
porate business  to  take  up  the  slack. 
Its  ten-branch  foothold  in  New  York 
City  wasn't  enough.  So  in  1967 
Roth  bought  New  York  City's  small- 
ish Federation  Bank  &  Trust  Co.  It 
precipitated  his  downfall. 

The  problem  was  that  Franklin 
had  expanded  so  fast  that  its  ratio 
of  capital  to  deposits  was  an  ab- 
normally low  6.8%,  compared  with 
an  average  of  9.6%  for  similar  large 
banks.  To  get  their  approval  of  the 
merger,  Roth  had  to  promise  fed- 
eral authorities  he  would  raise  more 
capital.  He  thus  had  to  sell  stock  at 
a  time  when  Franklin's  well-publi- 
cized troubles  had  pushed  its  stock 
to  unusually  low  levels  of  eight  or 
nine  times  earnings,  down  from  18 
to  20  times  a  few  years  earlier.  This 
meant  dilution.  At  eight  times  earn- 
ings, Franklin  was  paying  12.5% 
after  taxes  for  the  equity  money. 

Discontent  began  to  mount.  A 
group  of  officers  and  directors  be- 
gan adding  to  their  holdings.  Roth 
himself  owned  some  79,000  shares, 
1.7%;  but  he  was  outnumbered. 

There  are  those  on  Wall  Street 
who  think  that  new  boss  Gleason 
and  his  friends  on  the  board  will 
concentrate  on  dressing  Franklin 
National  up  for  a  merger— which 
would  provide  it  with  capital  and 
with  entry  into  broader  markets. 
But  one  thing  is  clear:  The  long 
reign  of  Arthur  Roth  is  over.  ■ 


Robert  Di  Giorgio 

He  Can  Afford  It 

If  sales  growth  were  all  that  mat- 
tered, Robert  Di  Giorgio,  president 
of  San  Francisco's  Di  Giorgio  Corp., 
would  rank  high  in  American  indus- 
try. In  the  past  decade  sales  of  his 
family-controlled  firm  have  jumped 
from  $32  million  to  $305  million. 
But  the  real  name  of  the  game  is 
profits,  and  here  Di  Giorgio  has 
scored  rather  poorly.  In  the  same 
decade  profits  have  fluctuated  wild- 
ly, increasing  overall  by  onlv   18% 


Di  Giorgio  of  Di  Giorgio 

(to  $1.22  per  share  last  year).  Its 
return  on  sales  came  to  only  0.8%. 

Even  before  Di  Giorgio,  who 
joined  the  company  fresh  out  of 
Fordham  Law  School  in  1936,  be- 
came president  in  1962  he  played 
a  leading  role  in  choosing  a  new 
direction  for  the  company.  The 
company  was  rich  in  farmland, 
mainly  in  California's  San  Joaquin 
and  Sacramento  Valleys  and  Flor- 
ida. But  fanning  was  cyclical  and 
never  produced  very  large  profits. 
Di  Giorgio  could  either  sell  off  the 
farmland  and  reinvest  the  proceeds; 
or  he  could  hang  onto  the  land,  bor- 
row against  it  and  diversify.  Di- 
Giorgio  chose  the  latter,  reasoning 
that  over  time  the  value  of  the  land 
was  bound  to  go  up.  He  moved  into 
grocery  wholesaling  and  into  pro- 
essing  and  marketing  canned  and 
frozen  foods  (S&W,  White  Rose, 
TreeSweet,  Sunnyland),  plus  ethi- 
cal and  proprietary  drugs,  cosmetics 
and  lumbering  in  a  smaller  way. 

Di  Giorgio  was  half  right.  The 
company's  land  has  appreciated  in 
value:  One  3,600-acre  parcel  re- 
cently brought  $4.3  million  vs.  a 
book  value  of  $885,000.  But  whole- 
saling was  a  low-profit  business  and 
Di  Giorgio  has  been  plagued  by 
problems  in  its  acquired  companies. 

Understandably,  Robert  Di  Gior- 
gio vows  no  more  canners  or  whole- 
salers. But  he  is  in  no  danger  of 
losing  his  job.  The  Di  Giorgios  still 
control  20%  of  the  stock,  and  hold 
four  seats  on  the  16-man  board. 

Di  Giorgio  thus  intends  to  try 
again,  this  time  diversifying  into  the 
institutional  food  market.  Which  is 
one  advantage  of  owning  18,550 
acres  of  rich  farmland:  You  can 
afford  mistakes.  ■ 
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Charles  G.  Koch 
Peek-a-Boo 

When  Koch  Industries.  Inc.  re- 
vealed its  1967  sales  last  month, 
there  weren't  many  happy  stock- 
holders. Only  20  to  he  precise,  be- 
cause  Koch  Industries  is  one  of  the 
last  large  privately  owned  corpora- 
tions in  the  U.S.  Its  1967  sales  prob- 
ably make  it  one  of  the  ten  biggest, 
i  Among  them  are  Hughes  Air- 
craft, Deering  Milliken,  and  S.  C. 
Johnson  &  Son.)  Koch's  growth  fig- 
ures were  impressive,  too.  Sales  had 
risen  from  $129  million  to  $250  mil- 
lion in  the  past  five  years  and  profits 
had  grown  at  an  average  of  20'?  per 
year.  Besides  that,  there  were  mi- 
nority shareholdings  in  a  clutch  of 
other  companies  with  sales  that 
totaled  about  $150  million. 

Why  was  Charles  Koch  ( pro- 
nounced "coke"),  the  company's 
32-year-old  president,  giving  the 
public  a  glimpse  of  his  traditionally 
secretive  company?  "We  are  chang- 
ing this  company  and  we  need  a 
corporate  identity,"  answers  Koch. 
"When  we  i  all  Dow  Chemical  about 
a  joint  venture  or  when  we  try  to 
pirate  good  people  away  from  an- 
other company,  we  don't  want  them 
to  saj :  Who  is  Koch  Industries?'  " 

Koch  has  been  changing  the  com- 
pany ever  since  1961  when  he  re- 
turned to  Wichita,  Kan.  to  help 
his  father  run  the  business.  He's  a 
chemical  engineering   graduate  ol 

Massachusetts  Institute  of  Technol- 
OgJ  and  was  an  industrial  consultant 
tor  2'j  years  with  Arthur  D.  Little. 
Back  home,  he  took  over  the  Koch 
Engineering  subsidiary,  made  it  the 
company's  fastest-growing  unit  and 
the  world's  largest  supplier  of  mass- 
transfer  equipment  lor  the  chemical 

Koch  ol  Koch  Industries 


process  industry.  Now  he  is  pushing 
Koch  Engineering  into  pollution 
control,  and  another  division  into 
fiberglass  pipes  for  the  oil  and  chem- 
ical industries. 

While  Koch  has  been  empha- 
sizing technology,  he's  been  mcky 
to  have  his  father's  more  old-fash- 
ioned Rock  Island  Oil  &  Refining 
Co.  to  build  on.  The  elder  Koch, 
who  died  last  year,  built  a  thriving 
company  based  on  crude  oil,  natural 
gas  transmission,  refinen  construc- 
tion and  ranching. 

Last  month  Rock  Island  was  re- 
named Koch  Industries,  and  in  a 
couple  of  years  Charles  Koch  will 
probably  take  one  or  more  of  his 
technologically  oriented  subsidi- 
aries public.  But,  as  for  the  parent 
company,  that's  not  imminent.  Koch 
doesn't  fear  that  he  would  lose 
control  by  going  public:  Charles 
and  his  twin  28-year-old  brothers 
own  70%  of  the  stock.  But  Koch 
contends  that  by  staying  private  the 
company  can  move  faster  and  take 
more  risks.  Besides,  he  says,  "My 
father  wouldn't  have  wanted  to  go 
public.  He  valued  privacy  above  all 
else."  Never  go  public?  "Well,  I 
value  privacy,  too,"  Koch  argues, 
"but  more  than  that  I  value  achiev- 
ing our  business  objectives.  ■ 

John  Banzhaf,  III 
Profession:  Crusader 

Last  month  the  Federal  Trade 
Commission  recommended  that  all 
radio  and  television  cigarette  ad- 
vertising, more  than  $240-million 
worth,  be  abolished.  If  that  ever 
happens  no  one  will  be  happier  than 
a  28-year-old  New  York  City  patent 
attorney  named  John  Banzhaf,  III. 

Banzhaf  is  becoming  the  Ralph 
Nader  of  the  cigarette  industry.  Last 
year,  for  example,  he  convinced 
the  Federal  Communications  Com- 
mission that  cigarette  advertising 
was  covered  by  the  so-called  "fair- 
ness doctrine."  As  a  result,  radio 
and  television  stations  now  must 
carry  anticigarette  advertisements 
free  of  charge. 

Currently  Banzhaf  is  trying  to  get 
the  license  of  New  York  City's  big 
WNBC-TV  revoked.  Banzhaf  ar- 
gues that  NBC's  network-flagship 
station  hasn't  carried  enough  anti- 
smoking  commercials.  He  also  has 
in  the  works  a  legal  kit  for  lawyers 
who  want  to  sue  cigarette  compan- 
ies for  health  claims,  plus  a  half- 
dozen  other  antismoking  projects. 

For  a  crusader,  Banzhaf  has  an 


Banzhaf  of  ASH 

unlikely  background.  An  electrical 
engineering  graduate  from  Massa- 
chusetts Institute  of  Technology  in 
1962,  he  has  published  nearly  a  doz- 
en technical  articles.  He  holds  two 
electronics  patents,  and  is  the  first 
person  to  copyright  a  computer  pro- 
gram. But  he  decided  to  go  to  Co- 
lumbia Law  School  because  "an 
engineer  just  can't  change  things  he 
doesn't  like.  He  is  limited  to  picket- 
ing or  passing  out  handbills."  After 
law  school  he  worked  for  a  Park 
Avenue  law  firm.  This  year  he  went 
to  work  full  time  as  a  crusader  by 
forming  ASH  (Action  on  Smoking 
and  Health). 

The  FCC  victory  moved  Banzhaf 
into  a  growing  group  of  bright 
young  men  who  are  turning  their 
talents  to  crusading.  Each  focuses 
on  a  particular  problem:  Banzhaf 
on  smoking;  Nader  on  auto  safety; 
and  Victor  J.  Yannacone  Jr.,  i.  32- 
year-old  lawyer  for  the  Environ- 
mental Defense  Fund,  on  pollution. 

Professional  crusaders  are  need- 
ed, John  Banzhaf  argues,  because 
society  is  getting  more  complex 
and  industry  is  Incoming  much 
larger.  "I  don't  think  business  is  get- 
ting worse,"  he  says,  "but  it  is  be- 
coming harder  for  a  consumer  to 
dictate  what  business  does.  A  con- 
sumer can't  vote  against  the  super- 
sonic transport  by  not  flying  on  it." 

If,  in  fact,  Banzhaf  does  succeed 
in  getting  cigarette  advertising  pro- 
hibited, he  may  continue  crusading 
in  other  fields.  Already  he  talks  of 
enlarging  the  name  of  ASH  to  Ac- 
tion on  Safety  and  Health.  "There 
are  a  half-dozen  other  problems 
that  concern  me  just  as  much," 
says  he,  "such  as  pollution  and  the 
sonic  boom."* 
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Faces  Behind  the  Figures 


Robert  E.  Petersen 

You  Have  to  Have 
the  Feel" 


Robert  E.  Petersen  doesn't  expect 
to  win  any  prizes  for  journalism 
with  any  of  the  15  magazines  he 
publishes,  but  then  prizes  aren't 
what  the  youthful  looking  41-year- 
old  former  Hollywood  press  agent 
is  after.  For  Petersen  publishing  is 
simply  a  good  way  to  make  money. 
His  Hollywood-headquartered  Pe- 
tersen Publishing  Co.  is  best  known 
for  Hot  Rod  magazine  and  'Teen, 
but  it  also  publishes  such  monthly 
titles  as  Motor  Trend,  Wheels 
Afield,  Sports  Car  Graphic,  Skin 
Diver  and  Guns  i?  Ammo. 

Put  together  by  a  smallish  edi- 
torial staff  (105  for  all  15  maga- 
zines), Petersen's  publications  are 
staffed  by  experts  in  their  fields 
rather  than  writers.  So  much  so  that 
one  editor  quit  to  become  a  profes- 
sional racing  driver.  "What  our 
readers  are  concerned  about," 
Petersen  says,  "is  that  the  material 
is  factual  and  right.  They  want  it 
from  someone  who  has  done  it  be- 
fore." The  theory  is  that  the  readers' 
interest  in  these  specialized  sub- 
jects is  so  great  that  they  do  not 
mind  the  often  unpolished  writing. 

The  theory  seems  to  work.  Last 
year  was  a  rather  poor  one  for  the 
big,  general-circulation  magazines 
such  as  Life  and  Look.  But  Peter- 
sen's total  revenues  rose  10%  to  $20 
million  and  its  advertising  revenues 
alone  were  up  13%  to  $9  million. 
This  year  he  predicts  another  good 
gain  in  advertising,  22%  to  $11  mil- 

Petersen  of  Petersen  Publishing 


lion.  Says  Petersen:  "Our  magazines 
attract  readers  with  special  inter- 
ests exclusively.  Our  readers  have 
what  I  call  a  desire  to  buy,  and  this 
is  what  advertisers  are  after." 

Petersen  also  does  well  in  circu- 
lation revenues,  a  relatively  small 
source  of  profit  for  the  average 
magazine.  This  is  because  the  bulk 
of  his  circulation  is  in  newsstand 
sales,  so  it  is  not  necessary  to  spend 
heavily  to  sell  subscriptions  and  to 
get  renewals.  For  example,  Hot 
Rod,  with  a  1967  circulation  of 
744,000,  is  only  47th  among  U.S. 
magazines  in  total  readers  but  it 
ranks  22nd  in  newsstand  sales, 
which  account  for  more  than  two- 
thirds  of  Hot  Rod's  sales,  as  against, 
say  5.5%  for  Life. 

Petersen  started  Hot  Rod  in  1948 
on  a  slake  of  $400.  To  get  it  started, 
he  relied  heavily  on  press  agentry, 
founding  the  now-well-known  Na- 
tional Hot  Rod  Association.  Not  all 
of  Petersen's  publishing  ventures 
have  been  successes.  He  flopped 
with  motorboat  and  motorcycle 
magazines.  "With  special-interest 
magazines,"  he  says,  "you  have  to 
have  the  right  feel  and  the  courage 
to  get  out  when  you  find  you've 
made  a  mistake."  Petersen  feels  that 
his  company  still  has  a  good  deal  of 
this  kind  of  feel,  and  plans  to  bring 
out  additional  magazines.  "They're 
on  the  planning  boards,"  he  says.  ■ 


Cortes  W.  Randell 
Executives  in  Miniskirts 

Advertisers,  consumer  products 
manufacturers  and  presidential 
candidates  are  all  desperately  try- 
ing to  cross  the  generation  gap  to 
reach  the  free-wheeling  youth  mar- 
ket. What  is  a  problem  for  them 
has  been  an  opportunity  for  Uni- 
versity of  Virginia  graduate  engi- 
neer Cortes  W.  Randell.  Two  years 
ago  at  the  ripe  age  of  28,  he  started 
up  his  own  Washington-based  com- 
pany, National  Student  Marketing 
Corp.  to  be  a  bridge  "right  onto  the 
campus— where  the  action  is." 

"1  worked  for  GE  as  an  engi- 
neer and  then  for  ITT,"  says  Ran- 
dell, "but  I  saw  that  great  big 
youth  market  out  there  with  abso- 
lutely nobody  geared  up  to  tap  it." 
Randell's  young  company  geared 
up.  At  the  end  of  its  first  year  of 
business  in  1965,  NSMC  had  sales 
of  $213,000.  This  fiscal  year  (end- 
ing Aug.  31 )  sales  will  be  $4  million 
and  next  year,  with  the  help  of  four 


Randell  ot  National  Student 

acquired  companies  which  publish 
marketing  and  manufacture  beer 
mugs,  T-Shirts  and  other  products, 
NSMC  expects  to  have  sales  top- 
ping $10  million.  On  that  kind  of 
volume,  Randell,  now  31,  should 
net  close  to  $1  million,  thus  quali- 
fying as  one  of  the  fastest  million- 
aires in  American  history.  He  still 
own  more  than  50%  of  the  company. 

Campus  sales  representatives  are 
NSMC's  stock-in-trade.  NSMC  now 
has  583  campus  reps  covering  700 
campuses.  Each  one  handles  some 
17  individual  company  sales,  adver- 
tising or  market-survey  accounts  for 
NSMC.  Among  NSMC's  55  clients 
are:  American  Airlines,  for  half -fare 
cards  and  tickets;  Colgate,  shaving 
cream;  Navy  and  Army  recruiting; 
American  Motors,  for  AMX  sports 
cars.  Randell's  "company  of  kids" 
last  year  sold  $8  million  worth  of 
new  business  for  American  Airlines. 

"Most  people  think  this  youth 
market  is  a  bunch  of  hippies  or 
rioters,"  says  Randell,  explaining 
that  "actually  they  work  hard,  play 
hard,  spend  an  average  of  $2,500 
a  year  on  themselves  and  rarely  riot 
or  wear  hippy  rags." 

In  this  election  year,  Randell 
says,  "the  politicians  are  joining  the 
hucksters  to  reach  these  kids." 
NSMC  is  finding  that  a  Presidential 
candidate  is  willing  to  pay  to  reach 
the  youth.  Randell's  campus  reps 
and  summer  jobbers,  cranking  up  to 
survey  the  market  for  Nelson  Rocke- 
feller, distribute  "I  Love  Rocky" 
love  beads. 

"It  takes  youth  to  sell  youth," 
Randell  says,  pointing  to  Margo 
Lee,  a  curvaceous,  miniskirted  23- 
year-old  University  of  Miami  mar- 
keting major,  who  now  is  "general 
manager  over  all  our  campus  reps."a 
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FORBES  Announces  A  New 
Circulation  Rate  Base  Of 


for  January  1,   1969 
(at  no  increase  in  cost  per  thousand) 


Up  50,000  from  twelve  months  ago. 

Up  100,000  from  twenty-four  months  ago. 

Up  150,000  in  three  years. 

The  demand  for  FORBES  by  management  men  continues  to  grow  at 
a  remarkable  rate. 

FORBES  is  already  up  6.2%  in  advertising  pages  for  the  first  seven 
months  of  1968  over  the  same  period  in  1967.  And  this  was  the  year 
FORBES  had  the  largest  gain  (up  226  pages)  of  all  magazines  measured 
by  the  Publishers'  Information  Bureau.  1967's  record  gain  was  over  1966, 
the  year  FORBES  was  up  30.5%  over  1965 . .  .which  was  up  23%  over  1964. 

And  so  it  continues.  Because  550,000  top  quality  FORBES  subscrib- 
ers don't  just  own  American  business. 

They  run  it. 


Forbes:  Capitalist  Tool 
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White,  Weld  &  Co. 
announces  the  formation  of 
Interactive  Data  Services 
...a  new  name 
in  the  world  of  finance 


The  first  service  to  be  offered  by 
Interactive  Data  Services  is  An- 
alystics,  a  time-sharing,  investor- 
oriented  computer  service.  Here 
is  what  Analystics  makes  available 
to  portfolio  managers,  security 
analysts,  trust  officers,  and  other 
decision  makers  of  financial  insti- 
tutions and  corporations: 

•  A  comprehensive  time-sharing 
facility  which  allows  clients  access 
to  a  central  computer  directly 
from  their  offices  in  major  cities 
throughout  the  country. 

•  Direct  access  to  a  large  financial 
data  base  containing  information 
on  over  1500  companies.  This 
data   collected   from  various 

Charter 

Bank  of  America  NT&SA 
The  Bank  of  New  York 
Bankers  Trust  Company 
Capital  Research  and  Management  Co. 
The  Chase  Manhattan  Bank,  N.A. 
Chemical  Bank  New  York  Trust  Company 
Compufund  Management  Corporation 
Continental  Illinois  National  Bank  &  Trust 

Company  of  Chicago 
The  Danforth  Associates  Inc. 
The  Detroit  Bank  &  Trust  Company 
The  First  National  Bank  of  Chicago 


sources  reflects  daily,  quarterly 
and  annual  financial  information. 
Ample  private  storage  facilities 
enable  each  user  to  store  his  own 
programs,  and  estimates. 

•  FFL— the  First  Financial  Lan- 
guage—designed and  imple- 
mented directly  by  us  specifically 
to  allow  portfolio  managers  and 
financial  analysts  with  no  com- 
puter background  to  communicate 
directly  with  the  computer.  FFL  is 
easy  to  use  and  understand,  yet 
powerful  and  flexible  in  its  appli- 
cations. 

•  A  comprehensive  customer  edu- 
cation program  designed  to  max- 
imize efficient  and  effective  use  of 
the  service. 

subscribers  to  Analystics 

First  National  Bank  of  Oregon 
First  National  City  Bank 
The  Hartford  Fire  Insurance  Company 
Harris  Trust  and  Savings  Bank 
Investors  Diversified  Services,  Inc. 
Irving  Trust  Company 
Keystone  Custodian  Fund,  Inc. 
Loomis,  Sayles  &  Company 
MacKay-Shields  Financial  Corporation 
Manufacturers  Hanover  Trust  Company 
Metropolitan  Life  Insurance  Company 


Analystics  is  designed  to  relieve 
you  of  the  task  of  correlating  facts 
and  figures.  With  Analystics,  you 
can  organize  data  into  a  meaning- 
ful format  so  that  you  can  appraise 
it  intelligently.  Analystics  does  not 
take  away  your  decision-making 
powers.  Rather,  it  permits  you  to 
make  decisions  on  the  basis  of 
more  complete  information,  sta- 
tistically substantiated. 

For  more  information,  inter- 
ested institutions  and  corporations 
should  write  or  call  Richard  Bruce 
or  John  Thompson  at  Interactive 
Data  Services.  They  will  answer 
your  questions  about  Analystics 
and  discuss  other  important  proj- 
ects now  on  the  drawing  board. 

include: 

Morgan  Guaranty  Trust  Company  of  New  York 

The  Mutual  Life  Insurance  Company  of  New  York 

The  Prudential  Insurance  Company  of  America 

Putnam  Management  Company,  Incorporated 

Rockefeller  Family  &  Associates 

The  Savings  and  Profit  Sharing  Pension  Fund  of 
Sears,  Roebuck  and  Co.  Employes 

United  States  Trust  Company  of  New  York 

United  California  Bank 

Wells  Fargo  Bank 

White.  Weld  &  Co. 


Interactive  Data  Services 

A  Division  of  White,  Weld  &  Co.  •  20  Broad  Street,  New  York,  N.  Y.  10005  •    (212)  944-4900 
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Composed  of  the  following: 


How  much  are  we  producing?  (Federal  Re- 
serve Board  Index  of  Industrial  Production) 
What  volume  of  hard  goods  are  we  ordering? 
(Dept.  of  Commerce  latest  three  months  new 
orders  of  durable  goods  related  to  inventories) 
How  intensively  are  we  building?  (Dept.  of 


Commerce  private  nonfarm  housing  starts) 


How  much  are  people  spending?  (Depf.  of 
Commerce  retail  store  sales) 
To  what  extent  are  consumers  going  into 
debt?  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 
How  costly  are  services?  (Depf.  of  Commerce 


JUNE 113.3 

JULY    113.2 

AUG 115.6 

SEPT 115.8 

OCT 116.9 

NOV 118.8 

DEC 121.0 

JAN 122.4 

FEB 124.3 

MAR 126.3 

APR 126.9 

MAY     128.0 

JUNE  (pre.)   128.5 
JULY  (pre.)   128.7 


service  price  index  related  to  the  consumer 
price  index) 

How  much  are  workers  earning?  (Dept.  of 

Commerce  personal  income,  wage  and  salary 

disbursements) 

How  many  people  have  been  laid  off?  (U.  S. 

Dept.  of  Labor  initial  unemployment  claims) 


About  Those  Speeches 

If  you're  becoming  frustrated  trying  to  untangle  the  eco- 
nomic views  of  the  major  presidential  contenders,  you're 
not  alone.  Last  month,  an  economic  adviser  to  Richard  M. 
Nixon  referred  Forbes,  for  a  better  idea  of  Nixon's  eco- 
nomics, to  a  Republican  Coordinating  Committee  pamphlet 
much  of  which  was  written  by  top  Rockefeller  economist 
William  Butler. 

Nevertheless,  there  are  some  substantial  differences  in  ap- 
proach hidden  in  all  those  political  speeches.  Nixon  cites 
budget  deficits  as  "the  heart  of  our  troubles."  At  the  same 
time  he  is  careful  not  to  seem  to  be  putting  money  ahead 
of  human  welfare.  He  calls  for  a  "balanced  economy"  not 
a  "mechanically  balanced  budget."  In  other  words,  Nixon 
will  not  make  a  "tliinti"  about  having  a  balanced  budget 
per  se,  but  he  will  attack  deficits  and  inflation  as  a  major 
part  of  his  program. 

For  the  Negroes  and  other  poor  people  who  would  suffer 
from  too  prudent  a  fiscal  policy,  Nixon  has  tax  incentives 
to  business  to  locate  in  ghettos  and  federal  guarantees  to 
encourage  private  loans  to  high  risks  in  the  ghettos.  "Much 
of  the  black  militant  talk  these  days,"  Nixon  says,  "is  ac- 
tually in  terms  far  closer  to  the  doctrines  of  free  enterprise 
than  to  those  of  the  welfarist  Thirties."  Behind  this  argu- 
ment lies  the  traditional  American  belief  that  "business  can 
do  it  better." 

At  first  glance,  the  economics  of  Nelson  A.  Rockefeller 
look  much  like  Nixon's.  Rockefeller  also  calls  for  a  reduction 
in  "low-priority"  public  works  and  the  attraction  of  private 
capital  into  urban  development— all  within  "a  sound,  bal- 
anced fiscal  policy."  But  in  the  methods  he  would  use  to 
achieve  these  goals,  Rockefeller  puts  more  reliance  on  a 
partnership  between  business  and  Government  to  solve  the 
problems.  He  would  set  up  a  new  Office  of  Executive  Man- 
agement that  would  serve  the  President  by  adapting  modern 
management  techniques  to  Government.  Rockefeller  would 
also  return  $10  billion  in  unrestricted  federal  funds  to  the 
states  and  cities  as  a  means  of  helping  'the  localities  deal 
with  their  own  urban  problems.  To  rebuild  the  cities,  Rocke- 
feller would  form  public  corporations  at  the  state  level  and 
fund  them  from  the  private  capital  markets.  He  would  use 


these  Urban  Development  Corporations  to  cut  through  "bu- 
reaucratic red  tape"  and  thereby  strengthen  the  hands  of 
those  who  are  closest  to  the  problems.  In  general,  Rocke- 
feller seems  to  have  far  fewer  compunctions  than  most  Re- 
publicans about  restructuring  relationships  between  Gov- 
ernment and  business.  "All  this  is  imperative,"  Rockefeller 
says,  "to  help  close  one  of  the  greatest  gaps  in  our  national 
life— the  gap  between  political  promise  and  political  per- 
formance." 

An  economist  himself,  Senator  Eugene  J.  McCarthy  re- 
fuses to  separate  economics  from  the  war  in  Vietnam.  He 
contends  that  a  balanced  or  unbalanced  budget  is  neither 
"economically  or  morally  good  or  bad  in  itself."  More  im- 
portant to  him,  however,  is  the  fact  that  we  are  using  re- 
sources in  Vietnam  that  could  be  used  at  home. 

He  feels  that  traditional  federal  programs  for  curing 
domestic  ills  have  failed  mainly  because  of  the  war's  prior 
claim  on  resources,  and  he  is  less  willing  to  give  up  on  the 
programs  than  are  Nixon  and  Rockefeller.  He  wants  more 
of  them  and  wants  them  funded  on  a  long-range  basis  like 
the  highway  program,  "secure  from  political  interference." 

Hubert  Humphrey,  by  his  choice  of  advisers,  may  have 
shown  whether  he  wishes  to  stand  in  the  light  of  accounta- 
bility for  his  part  in  the  Johnson  Administration's  eco- 
nomics or  stand  apart.  In  choosing  Walter  Heller,  a  former 
top  adviser  to  Kennedy  and  Johnson,  Humphrey  seems 
to  have  chosen  accountability.  Heller,  of  course,  is  associ- 
ated with  the  "New  Economics,"  which  tries  to  manage 
the  economy  with  monetary  and  fiscal  policy.  The  approach 
has  lost  some  luster  recently  because  of  the  2/2  year  lag  be- 
tween the  signal  for  a  tax  increase  and  the  tax  increase  it- 
self. But  it  is  still  associated  with  the  biggest  boom  America 
has  ever  known. 

If  you  conclude  from  all  this  that  none  of  the  major  can- 
didates has  committed  himself  very  clearly  to  any  specific 
economics,  you  are  probably  right.  After  all,  successful  run- 
ning for  office,  as  Barry  Goldwater  learned  rather  too  late, 
consists  in  impressing  as  many  people  as  you  can  while 
alienating  as  few  as  possible.  Which  maybe  isn't  such  a  bad 
system.  Over  125  years  ago  Alexis  de  Tocqueville  observed: 
"The  great  privilege  of  the  Americans  does  not  consist  in 
being  more  enlightened  than  other  nations,  but  in  being 
able  to  repair  the  faults  they  may  commit."  ■ 
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Do  YOU 

KNOW... 

that  you  can  retain  the 
services  of  your  own 
experienced  investment 
consultant  for  only  $180 
a  year? 


Do  you  know  that  this  man  is  a  member  of 
an  organization  that,  for  over  64  years,  has 
been  helping  people  manage  their  invest- 
ment portfolios? 

HERE  IS  WHAT  BABSON'S  INVESTMENT 
ADVISORY  SERVICE  CAN  DO  FOR  YOU 

•  As  a  Babson  client,  you  will  have  Invest- 
ment consultation  privileges  with  your  own 
Babson  Consultant.  You  may  contact  him 
either  by  mail,  'phone,  wire,  or  in  person. 
He  will  give  you  specific  unbiased  action 
advice.  His  recommendations  to  you  will 
be  based  on  the  combined  findings  of 
Babson's  Research  Department  and  In- 
vestment Committee. 

•  A  complete  analysis  of  your  estate  and 
portfolio  will  be  made  by  a  team  of  invest- 
ment specialists,  who  will  set  up  a  program 
in  line  with  your  objectives. 

•  Your  registered  securities  will  be  under 
continuous  study  by  Babson's  Research 
Department,  and  you  will  be  automatically 
notified  whenever  we  think  changes  in  the 
Market  picture  require  your  immediate 
attention. 

•  Every  Monday  morning  you  will  receive 
an  informative  bulletin  to  keep  you  up  to 
date  on  Market  situations  and  investment 
news. 

Remember,  Babson's  is  not  merely  a 
bulletin  service,  but  an  individualized  in- 
vestment advisory  service.  It  has  effec- 
tively served  thousands  of  investors  over 
the  last  half-century. 

If  your  portfolio  amounts  to  $7500  or  more, 
we  may  be  able  to  be  of  great  benefit  to 
you.  Wouldn't  it  add  to  your  peace  of  mind 
knowing  that  your  investment  decisions 
were  being  guided  by  one  of  the  country's 
oldest  and  largest  Investment  Advisory 
Organizations? 

ACT  NOW!  Mail  the  coupon  below  for  a 
free  brochure  which  explains  in  detail  how 
Babson's  might  help  you  to  BUILD  & 
PROTECT  your  Investment  Portfolio. 


Please  send  me  your  tree  brochure  on  Bab- 
son's Investment  Advisory  Service. 


Name 
Street. 
City 


^State 


1904 


BRI 


1968 


MARKET  COMMENT 

By  L  0.  Hooper 


What's  Ahead? 


BABSON'S  REPORTS  mo. 

WELLESLEY  HILLS.  MASS.  02181 
DEPT.   F-260 


This  is  the  time  of  the  Great  Specula- 
tion; historically,  it  may  rank  as  one  of 
the  biggest  ones.  All  the  great  specula- 
tions of  the  past  eventually  have  come 
to  grief,  and  this  one  is  unlikely  to  be 
an  exception.  Signs  of  an  early  end, 
however,  are  lacking;  and  the  chances 
are  that  much  greater  sins  of  absurdity 
will  be  committed  in  the  equity  markets 
before  retribution  begins.  Successful 
speculation  is  fun,  and  the  greatest  fun 
often  comes  when  it  is  most  dangerous. 

Stocks  have  been  going  up  very 
rapidly  since  about  Apr.  1.  The  port- 
folios I  manage  or  advise  have  been 
appreciating  at  the  annual  rate  of  be- 
tween 35%  and  80%  per  annum— and 
none  of  them  is  heavily  spiced  with 
so-called  go-go  stocks.  That  seems  too 
fast  to  last.  I'm  guessing  that  the  next 
two  or  three  months  will  not  see  stocks 
rise  as  rapidly  as  the  past  four  months. 
Indeed,  there  may  be  some  retrace- 
ment.  A  slower  pace,  I  think,  would  be 
a  good  thing;  it  would  make  this  great 
pleasantness  last  longer. 

In  the  above  paragraph  I  am  assum- 
ing that  the  market  will  be  pretty  good 
during  most  of  August,  and  that  there 
is  a  chance  that  the  Dow-Jones  indus- 
trial average  may  approach  980  to  1000 
by  Labor  Day.  If  this  does  happen, 
however,  I  would  do  some  fringe  sell- 
ing in  the  fast-movers  with  the  idea 
that  there  should  be  some  better  buy- 
ing opportunities  between  Labor  Day 
and  Election  Day. 

Still  Going  Up 

In  many  election  years,  especially 
when  the  result  of  the  poll  has  been 
in  real  doubt,  stocks  have  done  better 
after  election  than  before— regardless 
of  which  man  has  been  elected.  Actu- 
ally, I  don't  think  it  makes  too  much 
difference  (so  far  as  national  policy  is 
concerned)  who  is  elected.  Modern 
Presidents  are  victims  of  their  environ- 
ment; they  don't  make  their  environ- 
ment. The  stock  market,  however,  does 
not  like  uncertainty;  and  it  does,  like 
the  American  people,  yearn  for  "a  new 
approach,"  which  the  next  President 
must  provide. 

So  here  I  am  (too  bravely,  perhaps) 
giving  you  a  tentative  projected  pat- 
tern: rising  prices  for  stocks  during 
most  of  August,  a  less  vigorous  market 


Mr.    Hooper    is    associated    with    the    New    York 
Stock    Exchange   firm  of  W.E.    Hutton   &   Co. 


with  considerable  price  irregularity 
from  around  Labor  Day  up  to  Election 
Day,  and  a  stronger  market  after  the 
election.  I'm  also  offering  the  opinion, 
with  even  greater  conviction,  that  the 
recent  strong  and  hectic  market  does 
not  signal  the  end  of  the  Great  Specula- 
tion. That  will  last  longer,  with  even 
more  absurd  equity  valuations. 

Some  steel  company  analysts  are  pre- 
dicting that  the  steel  industry  will 
operate  in  the  red  in  the  fourth  quarter 
regardless  of  the  strike.  They  see  a  pro- 
duction of  only  about  12  million  tons 
in  the  December  quarter,  as  against  28 
million  in  the  second  quarter.  Other 
steel  analysts,  while  not  in  sharp  dis- 
agreement about  the  earnings  outlook, 
contend  that  the  steel  shares  are  bar- 
gains in  assets  that  eventually  will  be 
appreciated.  These  optimists  make  cap- 
ital of  the  willingness  of  LTV  Inc.  to 
pay  $85  a  share  for  that  block  of  Jones 
&  Laughlin  accepted  on  tenders. 

More  and  more  of  my  analyst 
friends,  the  younger  ones  as  well  as  the 
seasoned  ones,  are  veering  away  from 
stocks  with  very  high  price/earnings 
ratios  to  medium  P/E  stocks;  but  few 
of  them  are  willing  to  admit  the  pros- 
pect for  considerable  price  enhance- 
ment in  most  of  the  low  P/E  issues.  It 
has  been  my  observation  that  portfolio 
managers  are  still  buying  plenty  of 
high  P/E  issues,  regardless  of  what 
their  analyst  advisers  think.  This  quest 
for  performance  seems  unabated;  many 
portfolio  managers  want  performance, 
and  they  don't  care  how  they  get  it. 

American  Telephone  seems  to  have 
more  friends;  but  the  stock,  with  some 
545,573,000  shares  issued  and  little 
of  it  held  in  concentrated  blocks,  still 
is  a  very  slow  mover  that  for  some 
years  has  acted  worse  than  the  market. 
One  of  the  favorable  things  in  the 
Telephone  outlook  is  the  advances  that 
are  being  made  in  phonovision,  which 
shortly  may  become  commercial.  The 
feeling  is  that  phonovision  will  go  over 
in  a  big  way  in  this  affluent  society.  Of 
course,  if  widely  accepted,  phonovi- 
sion would  require  huge  amounts  of 
new  capital. 

This  issue  of  Forbes  will  reach  the 
reader  at  a  time  when  I  think  the  mar- 
ket is  likely  to  be  strong  but  in  the  lat- 
er stages  of  the  intermediate  rise  which 
started  Apr.  1.  In  my  April  column,  it 
will  be  remembered,  I  was  fortunate 
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enough  to  be  very  bullish  and  to  en- 
courage purchases.  It  seems  to  me  that, 
if  I  am  logical  now,  I  should  not  advise 
buving  on  the  August  strength,  and 
that  I  should  advise  some  profit-taking 
in  those  stocks  that  are  advancing 
fastest.  I  would  not  suggest  disturbing 
real  investment  portfolios  too  much, 
but  I  would  cut  back  very  speculative 
positions. 

If  you  feel  that  you  don't  want  to 
own  cash,  I  suggest  that  you  buy  some 
gold  shares  on  weakness  purely  as  trad- 
ing speculations.  Gold  shares  almost  al- 
\va\  s  go  up  when  other  stocks  are  going 
down,  and  almost  always  go  down 
when  other  stocks  are  going  up.  In- 
stead of  buying  the  South  African 
golds,  which  really  are  reasonably 
cheap,  I  would  buy  the  American  and 
Canadian  golds,  which  are  anything 
but  cheap  on  the  basis  of  essential 
value.  I  reason  that  you  will  get  "per- 
formance" in  the  former  but  probably 
not  in  the  latter;  and  the  only  way  I 
would  play  with  the  golds  would  be 
as  in-and-out  trading  vehicles. 

Current  Ideas 

It  always  is  dangerous  to  say  what 
you  would  do  with  money  a  month  or 
two  ahead.  You  don't  know  where 
stock  will  be  selling,  what  the  general 
psychological  and  business  environ- 
ment may  be,  or  what  changes  in  rela- 
tive values  will  occur.  A  month  or  two 
from  now,  too,  I  would  hope  to  have 
some  entirely  new  ideas  about  indi- 
vidual issues;  and  perhaps  some  of  my 
present  ideas  will  not  look  as  good  to 
me  as  they  do  now 

In  spite  of  this,  there  are  a  few 
things  to  keep  in  mind:  1)  The  fastest- 
growing  segment  of  the  residential 
homes  market  is  mobile  homes  because 
thev  are  cheap  and  offer  a  type  of  hous- 
ing millions  now  are  ready  to  accept. 
2 )  The  offshore  drilling  industry  is 
making  progress  discovering  oil  and 
gas  and  doing  more  than  any  other  in 
developing  nonpetroleum  applications 
for  oceanography.  3)  The  price  of 
"hamburger  stands"— to  be  irreverent 
about  the  fast-growing  franchise  res- 
taurant  industry— has  lately  been  get- 
ting pretty  high.  4)  National  Cash 
Register  still  is  my  favorite  growth 
stock  in  the  computer  and  allied  in- 
dustries. 5)  Oils  still  are  reasonably 
priced  in  relation  to  other  stocks  and 
they  are  an  inflation  hedge  because  of 
their  low  labor  load,  the  store-of-value 
factor  in  their  properties  and  the  rela- 
tive dependability  in  their  growth 
rates.  6)  The  conglomerate  movement 
has  not  run  out  of  steam,  but  it  is  grow- 
ing increasingly  controversial.  7)  Any 
correction  of  the  recent  and  current 
too-rapid  rise  in  stock  prices  is  likely  to 
be  temporary  rather  than  to  represent 
the  end  of  the  Great  Speculation.  ■ 
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This  is  not  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  Securities. 
The  offer  is  made  only  by  the  Prospectus. 
NEW  ISSUE 

1,500,000  Shares 

The  Diebold  Technology 
Venture  Fund,  inc. 

Capital  Stock 

(Par  Value  *1) 

INVESTMENT  OBJECTIVE     The  Diebold  Technology 
Venture  Fund,  Inc.  is  a  closed-end  investment  company 
which  has  as  its  investment  objective  the  seeking  of  possible 
long-term  capital  growth  through  speculative  equity  invest- 
ments in  companies  which  are  expected  to  derive  benefit 
from  the  development  and  use  of  advanced  technologies. 

INVESTMENT    ADVISER     Diebold    Advisors,    Inc.,    a 
subsidiary  of  John   Diebold   Incorporated,  is  the  Fund's 
investment  adviser. 

Price  $20  per  Share 

A  copy  of  the  Prospectus  may  be  obtained  from  the  undersigned  in 
any  State  where  the  undersigned  may  legally  offer  these  Securities. 

Kidder,  Peabody  &  Co. 

Incorporated 

© 


PUBLIC  SERVICE  ELECTRIC  AND  GAS  COMPANY 


QUARTERLY   DIVIDENDS 
The  Board  of  Directors  has  declared 
the  following  dividends  for  the  quar- 
ter ending  September  30,  1968: 

Dividend 
Clati  of  Stock  Per  Share 

Common  $  .40 
$1.40  Dividend 

Preference  Common  $  .35 
Cumulative  Preferred 

4.08%  Series  $1.02 

4.18%  Series  1.045 

4.30%  Series  1.075 

5.05%  Series  1.2625 

5.28%  Series  1.32 

6.80%  Series  1.70 


All  dividends  are  payable  on  or  be- 
fore September  30,  1968  to  stock- 
holders of  record  August  30,  1968. 
MALCOLM  CARRINGTON,  JR. 
Secretary 


PUBLIC  SERVICE  ELECTRIC  AND  GAS  COMPANY 

SERVING  NEW  JERSEY/LAND  OF  AMAZING  ADVANTAGES 


MIDWESTERN  GAS 

TRANSMISSION    COMPANY 

HOUSTON,  TEXAS 


DIVIDEND 
NO.  21 


^ 


The  Board  of  Directors  has  declared  a 
quarterly  dividend  of  25<  per  share  on 
the  Common  Stock,  payable  September 
17,  1968,  to  stockholders  of  record  on 
August  23,  1968. 

M.   H.  COVEY,  Secretary 
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YOU  ARE  INVITED  TO  ENTER  Xll©  X968"l 

in  Stock  Mark 


Cash  Prizes-$50,000.00 


You  Assume  No  Risk 

Anyone  may  enter  this  Contest — 
whether  a  subscriber  to  The  Value 
Line  Investment  Survey  or  not. 

The  following  156  cash  prizes  will  be 
awarded : 

To  the  contestant  entering 

the  top-performing  list  $5,000 


To  each  of  the 
15  next  best 

To  each  of  the 
40  next  best 


$1,000 


$500 

To  each  of  the 

100  next  best  $100 

To  each  of  the  500  next  best  con- 
testants, a  six-months'  subscription, 
free  of  charge,  to 

The  Value  Line 
Convertible  Bond  Service 

If  you  wish  to  test  your  stock  market 
judgment,  sign  and  mail  in  the  entry 
form  (right). 

Repeat — you  assume  no  risk. 

WHAT  VALUE  LINE  DOES: 

In  addition  to  its  weekly  reports  on 
stocks  and  industries  Value  Line  sys- 
tematically classifies  1400  stocks  ev- 
ery week  into  five  groups  according 
to  their  probable  market  perform- 
ance in  the  next  12  months.  The  1400 
stocks  include  virtually  every  common 
stock  listed  on  the  New  York  Stock 
Exchange  and  about  300  others  on 
the  American  Stock  Exchange  and 
OTC  markets 

The  100  stocks  expected  to  give  the 
best    performance    in    the    next    12 


months  are  rated  in  Group  I;  the 
300  expected  to  give  a  better-than- 
average  performance  but  not  so  good 
as  the  I  stocks  are  rated  II;  the  600 
stocks  expected  to  perform  in  line 
with  the  market  as  a  whole  are  rated 
III ;  the  300  stocks  expected  to  do 
less  well  than  the  average  are  rated 
IV;  and  the  100  expected  to  turn  in 
the  poorest  performance  are  rated  V. 
The  ratings  are  based  on  relative 
price-earnings  ratios  and  relative 
growth  rates  of  earnings. 

Note:  Value  Line  ratings  do  not  al- 
ways succeed  in  predicting  future 
relative  price  changes  within  a  period 
of  12  months,  but  they  succeed  in 
such  a  high  percentage  of  cases,  for 
reasons  that  are  logical,  that  we 
plainly  assert  the  probabilities  will 
strongly  favor  lists  that  concentrate 
in  stocks  rated  I  or  II  by  Value  Line. 
That  is  one  reason  why  we  suggest, 
but  do  not  require,  that  you  subscribe 
to  The  Value  Line  Investment  Survey 
under  one  of  the  term  offers  in  the 
order  form  (right).  We  think  Value 
Line  reports  and  ratings  will  help 
you  to  be  a  better  judge  of  values 
and  therefore  of  future  prices. 

WHAT  VALUE  LINE  EXPECTS 
TO  PROVE  BY  THIS  CONTEST 

Value  Line  expects  to  prove  that  the 
stocks  it  rates  high  (I  or  II)  on  the 
basis  of  value  as  indicated  by  price- 
earnings  ratios  and  earnings  growth 
will  do  better  in  the  market  within 
the  time  period  of  the  Contest  than 
stocks  selected  according  to  other 
standards. 


£6 


If  it  turns  out  that  a  very  high 
centage  of  the  winners  in  this  i 
test  are  those  who  concentrate* 
stocks  Value  Line  rated  I  or  II,  Vf 
Line  will  have  proved  its  point.  V 
Line's  1966  and  1967  Contests  she1 
that  Value  Line's  defending  list 
lected  from  stocks  rated  I,  out1 
formed  99%  of  some  20,000  con 
ing  lists  in  1966  and,  in  1967,  :| 
of  some  60,000  competing  lists! 
lected  from  stocks  rated  IV  or  ^ 


Of  course,  the  future  will  alway 
uncertain.  No  forecast  of  p, 
changes  can  be  infallible.  Yet  l| 
as  a  reasoning  animal,  must  deal 
the  future  in  terms  of  probab 
This  Contest  is  really  a  test  of  I 
ability — a  test  to  determine  whq 
Value  Line's  ratings  of  value  wii 
deed  prevail  in  the  marketplaci 
our  study  of  the  past  indicates, 

We  hope  you  will  enter  the  Con 
It  will  be  fun  for  you  and  instruc 
You  are  sure  to  profit.  You  ma 
may  not  win  a  cash  prize.  But  in 
event  you  will  gain  an  insight 
how  values  determine  prices  in 
marketplace.  If  you  enter,  we 
you  good  luck,  because  we  know 
luck  will  play  a  part.  But  it  wil 
play  the  main  part.  The  main 
will  depend  upon  the  quality  of 
judgment.  We  think  a  subscri] 
to  The  Value  Line  Investment  Su 
could  improve  your  judgment.  Bi 
leave  that  to  you.  You  need  not 
scribe  in  order  to  enter  this  Cor 

"tlegretfully,  we  must  decline  t< 
cept  entries  from  Wisconsin. 
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ue  Line  Contest 
Igment 

No  Risk -No  Obligation 


ENTRY  FORM 

t  Value  Line  Investment  Survey 

ptest  Department 

fast  44th  Street 

v  York,  New  York  10017 

ish  to  enter  the  1968-69  Contest.  I 
lerstand  that  you  will  mail  to  me, 
e  of  charge,  the  list  of  approxi- 
tely  1400  stocks  from  which  I  will 
set  25  as  my  entries  in  this  Contest, 
m  to  be  completely  unrestricted  in 
selection  from  these  1400  stocks. 

s  understood  that  you  will  also  mail 
,  free  of  charge,  the  form  needed  to 
ord  my  selections.  It  is  understood 
t  I  will  mail  you  a  copy  of  my  list 
25  stocks  on  this  form  postmarked 
later  than   Sunday,  November  17, 

a  will  keep  me  advised  periodically 
•ing  the  six-month  Contest,  free  of 
irge,  of  the  price  changes  that  are 
ing  place  in  all  1400  stocks,  so  that 


I  can  tell  how  my  list  is  performing 
and  if  it  is  in  the  running  for  a  prize. 
It  is  understood  that  you  will  send  me, 
shortly  after  the  close  of  the  Contest, 
the  price  changes  that  occurred  in  ev- 
ery one  of  the  1400  stocks  during  the 
six-month  period  of  the  Contest,  ap- 
propriately adjusted  for  stock  splits, 
stock  dividends,  stock  rights,  and  divi- 
dend distributions,  so  that  I  can  easily 
compute  my  score. 

You  will  send  me,  free  of  charge,  to- 
gether with  the  form  sheet  on  which  I 
am  to  list  my  selections,  a  concise 
statement  of  the  rules  of  the  game: 
when  the  contest  starts  (November 
15,  1968) ;  when  it  ends  (May  16, 
1969) ;  how  I  am  to  fill  out  my  form ; 
how  I  am  to  score  my  results.  If  I  am 
in  the  running  or  anywhere  near,  I 
will  mail  you  my  score  which  you  can 
then  verify  against  the  list  I  mailed  in 
six  months  earlier  under  postmarked 
date  no  later  than  November  17,  1968. 

It  is  understood  that  I  may  seek  the 
help  and  advice  of  any  number  of  in- 


vestment counselors,  brokers,  lawyers, 
accountants,  bankers,  relatives  and 
friends  but  that  only  one  list  will  be 
submitted  from  my  immediate  family 
residing  at  one  address.  I  understand, 
and  it  is  a  condition  of  this  entry,  that 
you  already  have  the  money  in  the 
bank  so  if  I  am  a  winner  I  will  not 
have  to  wait  long  for  the  $5,000  check, 
or  one  of  the  fifteen  $1,000  checks,  or 
one  of  the  forty  $500  checks,  or  one 
of  the  one  hundred  $100  checks. 

(19) 


Name 


Please  Print 


Street 


City  State  Zip 

All  entrants  must  fill  in  Zip  Codes 


ORDER  FORM 

e  following  order  form  is  offered  to 
ise — contestants  or  not — who  may 
ih  to  use  The  Value  Line  Survey  as 
aid  in  judging  value.  It  is  not  neces- 
y  to  subscribe  to  The  Value  Line 
rvey  in  order  to  enter  this  Contest. 

is  understood  I  am  to  receive  the 
iplete  service  every  week,  consist- 
;  of  the  120-page  Ratings  &  Reports 
tion  with  about  100  individual  full- 
je  reports  every  week  on  stocks  un- 
'  Value  Line's  year-round  review 
wut  1400  different  reports  are  is- 
sd  every  13  weeks) ;  the  8-page  edi- 
ial  section,  Selection  &  Opinion; 
Weekly  Summary  of  Advices  & 
lex  with  the  latest  Value  Line  rat- 
;s  for  each  of  the  1400  stocks,  up- 
;ed  every  week  at  their  latest  prices ; 


and  Special  Reports  on  "insider"  trad- 
ing (monthly)  and  on  mutual  fund 
transactions    (quarterly) . 

In  addition,  as  my  bonus  with  either 
term  checked  below,  you  are  to  ship  to 
me  at  once,  without  additional  charge 
to  me,  Value  Line's  2-volume  Investors 
Reference  Library  containing  the  lat- 
est full-page  report  on  each  of  the 
1400  stocks  under  year-round  review, 
issued  during  the  past  13  weeks.  These 
reports  are  to  be  systematically  re- 
vised and  updated  during  my  subscrip- 
tion period. 

If  dissatisfied  with  The  Value  Line  In- 
vestment Survey,  I  have  up  to  30  days 
to  return  the  material  for  a  full  re- 
fund under  your  money-back  guaran- 
tee. 

Send  me  a  subscription  to  The  Value 


Line  Investment  Survey  for  the  period 
checked  below. 

1  Year  (52  issues)  $167 


3  Months  (13  issues)  $44 

.Payment  enclosed         Bill  me 


Signature 


16-16 


Name 


Please  Print 


Address 


City 


State 


Zip 


Subscription  fees  are  deductible  for  income  tax 
purposes.  (N.Y.C.  residents,  please  add  5% 
sales  tax ;  other  N.Y.  State  residents,  please 
add  applicable  sales  tax.)  No  assignment  of 
this  agreement  will  be  made  without  sub- 
scriber's consent. 


The  Value  Line  Investment  Survey 
Published  by  Arnold  Bernhard  &  Co.,  Inc. 
5  East  44th  Street  •  New  York,  N.Y.  10017 
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How  to  gain  the 

advantages  of 

investment 

management  for  a 

$5,000  to  $50,000 
portfolio 


If  you  have  saved  or  acquired  $5,000  to 
$50,000,  you  naturally  want  to  make  your 
capital  grow.  But  you  may  actually  be  losing 
ground  due  to  inflation  and  taxes. 

To  help  solve  this  problem,  clients  in  55 
countries  have  placed  their  accounts  under 
The  Danforth  Associates  Investment  Man- 
agement Plan,  a  unique  program  originally 
developed  by  a  Boston  family  to  manage 
its  own  common  stock  investments. 

As  in  any  investment  program,  losses  do 
and  will  occur.  However,  the  plan  thus  far 
has  proved  especially  efficient  in  providing 
continuing  capital  growth  supervision  for 
individual  portfolios  starting  with  from 
$5,000  to  $50,000  in  cash  or  securities. 

For  a  complimentary  copy  of  a  42-page 
report  describing  this  tested  plan  and  its 
complete  10-year  "performance  record," 
simply  write  Dept.  B-49. 

the  Danforth  Associates 
Wellesley  hills,  Mass.,  u.s.a.  mi8i 

Investment  Management    •    Incorporated  1936 
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METHOD  IS  NOW  ON 
ELECTRONIC  COMPUTER 

COVERS  ALL  NYSE  AND  ASE  STOCKS— Giving 
you:  Full  Name  of  Stock  •  Reference  Point  (Last 
Entry  On  Chart)  •  Recordable  Price  Changes 
(Daily  Price  Changes)  •  Buy  or  Sell  Signals 
•  Price  Objectives  •  Stop-Loss  Points  •  Relative 
Strength  Figure 

Now  after  two  full  years  of  programming  for 
the  electronic  computer,  you  will  be  able  to 
receive  each  week  the  all  new  12  page  Chart- 
craft  Weekly  Service  by  Electronic  Computer. 
The  complete  Chartcraft  Method  of  Point  and 
Figure  Trading  has  been  programmed  and  we 
can  now  give  to  our  subscribers  highly  ac- 
curate, complete,  and  timely  3  box  reversal 
point  and  figure  information. 

You  get  clear  unhedged  advice  when  you 
subscribe  to  the  Chartcraft  Weekly  Service. 
We  may  not  be  right  all  the  time,  but  you 
don't  have  any  "ifs,  ands  or  buts"  when  we 
tell  you  the  market  is  going  up  or  down.  You 
can  compare  your  holdings  to  our  weekly 
reports  to  see  price  objectives  and  stop-loss 
points — buy  and  sell  signals.  See  what  the 
P&F  charts  say  about  your  stocks. 

Chartcraft  is  one  of  the  largest  Point  and 
Figure  Service  Publishers  in  the  country, 
serving  both  the  trader  and  investor  with  pre- 
cise market  information   for  over  21  years. 

4  WEEK  TRIAL  AND  CHARTCRAFT 
METHOD  BOOK  ONLY  $12.50 

When  you  take  a  4-week  $12.50  trial  to  the 
Chartcraft  Weekly  Service  we  will  also  send 
you  as  a  bonus  by  First  Class  Mail,  the  128- 
page  best  selling  Chartcraft  Method  book. 
This  book  regularly  sells  for  $3.95.  Just  send 
your  check  toilav — $12.50  for  a  4-week  Trial 
—to  CHARTCRAFT,  INC.,  Dept.  F-166, 
1  West  Ave.,  Larchmont,  N.Y.  10538. 

N.V.  City  add  5%  Tax,  N.Y.  State  2%. 


STOCK  ANALYSIS 

By  Heinz  H.  Biel 


Summer  Rally  Exceptions 


The  summer  rally,  one  of  the  most 
consistent  seasonal  stock-market  phe- 
nomena, arrived  as  scheduled.  But 
while  the  broadly  based  stock-market 
averages  reached  all-time  highs,  the 
rally  was  highly  selective,  and  some 
groups,  which  had  been  favorites  ear- 
lier in  the  year,  were  conspicuously 
weak,  particularly  the  golds  and  the 
conglomerates. 

Last  March,  when  our  not-so-friend- 
ly ally  forced  the  de  facto  abandon- 
ment of  the  gold  standard  by  the  U.S., 
the  financial  magazines  and  the  Sunday 
papers  were  full  of  ads  urging  investors 
to  buy  gold  stocks.  These  were  the  in- 
vestments that  would  protect  you 
against  inflation  and  make  you  rich 
when  the  price  of  gold  would  rise  to 
$70  or  $100  an  ounce,  which  was  sup- 
posed to  be  inevitable,  if  not  imminent. 

Thanks  to  the  firm  stand  taken  by 
the  cooperating  central  banks,  and 
thanks  to  the  students  of  the  Sorbonne, 
the  shoe  is  now  on  the  other  foot.  It  is 
the  French  franc  that  is  in  trouble, 
and  France  has  to  sell  gold  to  us  to 
maintain  the  stability  of  her  currency. 
South  Africa,  which  had  been  with- 
holding gold  from  the  market  while 
the  London  gold  pool  was  struggling 
to  fight  off  the  speculators,  now  would 
like  to  sell  her  gold  at  $35  to  the  cen- 
tral banks  although  the  free  market 
price  is  higher.  What  a  change! 

Inflation  is  still  with  us,  to  be  sure, 
and  it  may  have  reduced  the  buying 
power  of  the  dollar  by  another  1.5% 
since  the  days  of  the  gold  crisis  last 
March.  But  look  what  happened  to 
gold  stocks!  American-South  African, 
for  example,  which  sold  at  an  incredi- 
ble 100%  premium  above  net  asset 
value,  fell  from  82  to  the  low  50s,  a 
loss  of  some  35%.  Other  favorites  in 
this  group  did  as  poorly  or  worse.  Gold 
stocks,  obviously,  gave  no  protection  to 
the  investor.  Some  day  gold  may  be  re- 
valued. Meanwhile,  it  is  a  matter  of 
faith  and,  like  religion,  beyond  the 
realm  of  rationality. 

When  the  Federal  Trade  Commis- 
sion announced  its  intention  to  investi- 
gate the  so-called  conglomerate  cor- 
porations and,  perhaps,  seek  restrictive 
legislation,  this  group  turned  distinct- 
ly sour.  The  mystique  of  these  stocks 
was  based  on  an  extra-rapid  earnings 

Mr.  Biel  is  a  partner  in  the  New  York  Stock 
Exchange  firm   of    Emanuel,   Deetjen   &  Co. 


growth  through  acquisitions,  usually 
made  possible  by  leveraging  the  capital 
structure,  and  often  using  questionable 
accounting  practices.  Some  could  buy 
less  glamorous  companies  for  paper 
and  then  endow  them  with  their  im- 
age, thus  boosting  their  own  per-share 
earnings.  It  is  like  having  your  own 
printing  press. 

This  comment  does  not  necessarily 
imply  criticism  or  even  condemnation.  . 
The  game  is  played  above  board  for 
all  to  see.  Some  of  the  conglomerates 
are  managed  brilliantly  (ITT)  or  are  fi- 
nanced with  great  imagination  (LTV), 
but  almost  all  of  them  are  the  product 
of  a  single  person,  sometimes  a  real 
genius,  sometimes  not  so  real.  Con- 
glomerates flourish  in  a  favorable  busi- 
ness climate.  It  still  remains  to  be  seen 
what  the  leveraged  capitalization  will 
do  to  per-share  earnings  during  an  ex- 
tended period  of  adverse  economic 
conditions.  Risk  and  opportunity  al- 
ways go  hand  in  hand.  That  is  why  the 
conglomerates  are  exciting  specula- 
tions, but  never  worry-free  investments. 

Pro  &  Con 

The  summer  rally  may  already  have 
passed  its  peak  by  the  time  this  issue 
of  Forbes  reaches  the  reader.  August 
is  not  a  particularly  good  stock-market 
month  to  start  out  with,  and  quite  often 
there  has  been  a  letdown  after  the 
Presidential  conventions.  This  year  the 
market  will  also  be  confronted  with,  in 
many  cases,  disappointing  first-half 
earnings  reports,  reflecting  the  10% 
surtax.  Furthermore,  there  are  signs 
of  a  slowdown  in  the  economy. 

On  the  favorable  side  are  the  easing 
in  the  money  market  and  a  significant 
improvement  in  the  bond  market.  Fur- 
thermore, while  the  lack  of  visible  pro- 
gress at  the  Paris  conference  with 
North  Vietnam  is  agonizing,  it  would 
not  have  been  realistic  to  expect  a 
quick  solution.  Nevertheless,  as  long 
as  they  talk  there  is  hope.  The  end, 
I  believe,  is  in  sight— and  that  would 
be  very,  very  bullish. 

At  present,  however,  it  may  be  pru- 
dent to  cut  back  speculative  positions 
and  to  defer  new  investments.  There 
are  times  to  sow,  and  times  to  harvest. 
This,  I  believe  is  harvesting  time.  With- 
out being  decidedly  bearish,  I  expect 
to  see  more  favorable  buying  opportu- 
nities in  the  months  ahead.  ■ 
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TECHNICIAN'S  PERSPECTIVE 

By  John  W.  Schulz 


Room  For  The  Dow 


Dyer  the  past  40  years,  the  average 
[price  earnings  multiple  for  common 
Etocks  has  tended  to  rise  whenever  the 
byclieal  trend  of  corporate  earnings  has 
been  flat  or  down.  Two  weeks  ago,  I 
cited  this  fact  as  a  reason  for  thinking 
hat  stock  prices  were  not  particularly 

lnerable  to  the  disinflationary  un- 
ifications of  the  recently  enacted  fed- 
ral  surtax  and  budget  cuts.  Now,  on 
further  reflection,  I  suspect  that  the 
impact  of  the  new  fiscal  restraint  pack- 
age on  corporate  earnings  was  fully, 
Dr  even  excessively,  discounted  at  the 
lows  registered  last  March  by  the  ma- 
jor market  averages,  much  as  the  1966- 
67  contraction  in  earnings  was  over- 
discounted  at  the  October  1966  bear- 
market  low. 

As  readers  may  recall,  this  column 
for  Dec.  1,  1966  pointed  out  that  the 
average  P  E  multiple  (not  counting 
some  grotesquely  high  instances)  for 
the  Dow-Jones  industrials  at  cyclical 
earnings  troughs  since  1926  was  a  lit- 
tle over  16;  and  that  at  this  multiple, 
the  Dow's  bear-market  low  of  735  had, 
in  effect,  made  allowance  for  a  possible 
drop  in  DJI  earnings  to  an  annual  rate 
of  about  $45  "per  share,"  a  much 
greater  shrinkage  than  even  the  radi- 
cal- bears  of  that  time  were  willing  to 
project.  It  was  thus  possible  to  main- 
tain that  the  bear  market  was  over, 
because  the  prospect  of  a  recession  in 
the  wake  of  the  1966  credit  squeeze 
was  no  longer  a  live  threat  to  the  stock 
prices.  As  it  turned  out,  in  last  year's 
mini-recession,  DJI  earnings  bottomed 
at  $52.77  for  the  12  months  ended 
Sept.  30,  1967,  with  the  average  then 
at  927  and  the  P  E  multiple  at  17.6. 

It  is  probably  safe  to  say  that  the 
correction  in  stock  prices  that  began 
with  inconclusive  fluctuations  during 
the  final  quarter  of  1967  and  ended 
with  an  intermediate  reaction  during 
the  first  quarter  of  1968  was  motivated 
by  much  the  same  fears  that  produced 
the  bear  market  of  1966— prospective 
deflation  and  consequent  contraction 
in  corporate  earnings.  By  late  March 
of  the  current  year,  these  apprehen- 
sions had  driven  the  DJ  industrials 
down  to  825,  where,  based  on  a  P/E 
multiple  of  about  16,  the  average  can 
be  presumed  to  have  fully  discounted 
a  possible  drop  in  the  annual  earnings 

Mr.  Schulz  is  a  partner  in  the  New  York  Stock 
Exchange  firm  of  Wolfe  &  Co. 


rate  to  $51-$52;  based  on  the  1967 
earnings-trough  multiple  of  17.6,  Dow 
825  would  make  adequate  allowance 
for  earnings  as  low  as  $47.  The  median 
of  these  earnings  is  just  under  $50, 
or  probably  at  least  10%  below  post- 
surtax  earnings  for  calendar  1968. 

Inasmuch  as  it  seems  doubtful  at 
this  stage  that  DJI  earnings  will  fall 
below  $50  during  the  next  12  months, 
one  can  conclude  that  the  stock  mar- 
ket last  March  very  likely  overdis- 
counted  the  extent  to  which  the  new 
fiscal  restraints  might  adversely  affect 
corporate  earnings.  Indeed,  until  fur- 
ther evidence  becomes  available,  it  is 
probably  a  reasonable  assumption  that, 
if  there  is  to  be  a  dip  in  the  Dow's 
annual  earnings  rate,  it  should  hold 
at  or  above  last  year's  third-quarter 
low  of  $52.77.  On  this  premise  and 
taking  the  long-term  record  of  P/E 
multiples  into  account,  the  Dow  would 
not  be  overpriced  at  925-930-17.6 
times  $52.77— and  would  be  downright 
cheap  if  it  were  to  drop  to  or  under 
845-16  times  $52.77-for  one  reason 
or  another  at  some  time  during  the 
next  several  months. 

Hand  in  Hand 

Another  encouraging  fact  is  that  the 
long-term  trend  of  P/E  earnings  mul- 
tiples has  tended  to  run  roughly  in 
gear  with  changes  in  the  money  sup- 
ply. Lately,  two  of  the  major  compo- 
nents of  the  money  supply— privately 
owned  demand  deposits  and  currency 
—  have  once  more  been  expanding 
quite  rapidly.  However,  the  third  com- 
ponent—time deposits— has  been  stag- 
nant, chiefly  because  interest  rates 
have  been  so  high.  But  recent  indica- 
tions of  improving  stability  on  the  in- 
ternational monetary  front  suggest  that 
interest  rates  will  be  down  by  year's 
end,  and  that  therefore  time  deposits 
can  soon  help  swell  the  over-all  money 
supply  again. 

These  prospects  should  serve  to 
keep  the  average  P/E  multiple  rela- 
tively high,  especially  for  DJI-type  in- 
dustrial blue  chips,  which  are  usually 
quite  sensitive  to  interest  rates.  Within 
this  framework  the  Dow  ought  to  have 
room  to  test  the  950-1000  range  de- 
spite the  relatively  drab  earnings  out- 
look for  the  next  six  to  12  months;  the 
summer  rally,  at  any  rate,  could  go 
well  beyond  Labor  Day.  ■ 


CAN  BULL  MARKETS 
"SNEAK  UP"  ON  YOU? 


Eruptions  in  the  stock  market  come  sud- 
denly, frequently  without  warning.  But  the 
discerning  investor  often  can  detect  the 
sounds  of  bubbling  underneath  in  time  to 
take  appropriate  action. 

We  suggest  that  you  listen  constantly.  A 
good  way  to  get  your  ear  attuned  is  to  accept 
this . . . 

SPECIAL  OFFER:  Receive  our  Positive  Invest- 
ment Program  —  plus  a  5-week  trial  subscrip- 
tion to  Investors  Research  Reports.  These 
reports  analyze  price  trends  of  over  600  lead- 
ing stocks  and  provide  information  which  you 
may  find  invaluable.  All  you  send  us  is  $1  — 
but  act  now! 


INVESTORS  RESEARCH  COMPANY 

Dept.  F-8,   924  Laguna  Street 
Santa  Barbara,  California  93102 

For  $1  please  air  mail  my  trial 
subscription  plus  your  Positive 
Investment  Program. 


m 


Name 

Address  . 
City 


-State- 


.  zip- 


Can  You  Answer  These 
Questions  on  Stock  Prices? 

f>       £  1.  In  the  last  15  years  which 

day  of  the  week  tended  to  be 
(A)  strongest?  (B)  weakest? 

2.  What  time  of  day  have 
prices  been  weakest? 

Answers:  1A.  Friday.  IB.  Mon- 
day. 2.  the  close. 

I'm  a  security  analyst  specializing  in  market  systems 
and  using  them  to  try  to  pinpoint  stocks  that  have 
begun  to  move:  up  and  down.  Some  are  exclusive  and 
confidential  with  the  Analyst,  others  are  collected 
from  sources  all  over  the  world.  They  could  help  you 
stand  apart  from  the  crowd  and  exploit  opportunities 
in  boom  and  bust  markets. 

System  #1  Charts  tell  what  investors  are  doing  not 
saying.  A  computer  study  by  a  leading  chartist  shows 
one  formation  that  has  worked  87%  of  the  time.  We 
try  to  point  out  exceptional  charts. 
System  #2  Buy  at  Thanksgiving,  sell  New  Years  has 
proven  a  profitable  trade  in  22  of  the  last  25  years. 
The  Analyst  pinpoints  these  kind  of  practical  trading 
techniques. 

System  #3  Studies  show  that  an  application  for  list- 
ing often  does  more  for  a  stock  than  the  actual  list- 
ing for  a  while.  There  are  usually  a  few  excellent 
choices  each  year  from  the  hundreds  of  new  listings. 
No  graph,  chart  or  formula  or  other  device  in  and  of 
itself  can  be  used  to  make  investment  decisions. 
One  good  idea  alone  can  pay  many  times  over  the  cost 
of  a  subscription.  Have  a  copy  of  the  Analyst  on  your 
desk  every  Monday  morning  for  the  next  three  months. 
Included  with  this  special  offer  are  3  unique  reports 
...  1.  On  arbitraging.  2.  A  remarkable  30-year  study  of 
buying  low  PE  ratio  stocks.  3.  Four  ways  to  prevent 
losses  in  a  bear  market. 

(Security  Research  &  Management  Company) 

Send  only  $10.00  for  3  month  trial  subscription  to: 

Analyst,  Dept.  F,  79  Wall  St.,  N.Y.,  N.Y.  10005 
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ARE  NO-LOAD 

FUNDS 
A  BARGAIN? 

...FundScope  uncovers  the  facts. 

Of  260  mutual  funds  surveyed  by  FundScope,  38 
charge  no  sales  commission,  while  the  rest  make  a 
sales  charge  from  1%  to  9%.  From  the  standpoint 
of  getting  your  dollars  worth,  FundScope  compares 
BUYING  COSTS  (sales  commissions)  with  PERFORM- 
ANCE RESULTS  and  comes  up  with  some  very 
significant  information.  It  shows  that  among  the 
TOP  25  funds  for  the  latest  tabulated  12  month 
period  only  one  is  a  no-load  fund ...  for  the  latest  5 
year  period,  17  of  the  Top  25  are  load  funds  and  8 
are  no-load.  FundScope  NAMES  THESE  FUNDS.  In 
addition,  you'll  see  exactly  how  the  5  top  No-Load 
funds  compare  with  the  5  top  Load  funds  in  10  year 
growth  performance  results ...  and  how  the  "Go-Go" 
performance  no-load  funds  compare  with  "Go-Go" 
load  funds. 

You'll  see  for  yourself  how  No-Load  funds  and 
Load  funds  compare  for  GROWTH ...  for  INCOME . . . 
for  STABILITY  in  both  rising  market  periods  and 
declining  market  periods.  Packed  with  factual  data, 
FundScope's  exclusive  reprint  reveals  which  No-Load 
funds  are  a  "bargain"  and  which  are  expensive. 
You'll  learn  how  to  avoid  "hidden  costs"  and  make 
your  purchase  of  mutual  funds  a  bargain ...  not  false 
economy. 

Why  would  a  New  York  Stock  Exchange  broker  sell 
you  a  No-Load  fund  that  will  pay  him  no  commis- 
sion? What  should  investors  look  for  regarding 
"redemption  fees"?  Are  expense  ratios  significant 
to  investors?  Is  the  type  of  fund  you  choose  impor- 
tant? Which  funds  have  a  "Keogh  Plan"?  FundScope 
answers  these  and  many  other  questions  designed 
to  help  you  avoid  the  pitfalls  that  trap  so  many 
uninformed  investors. 

If  you  want  successful  performance  from  mutual 
funds  let  FundScope  provide  you  with  the  facts  you 
need  to  find  and  understand  the  trends  and  opportu- 
nities. NO  OTHER  PUBLICATION  IS  LIKE  FUNDSCOPE. 
IT  PROVIDES  INFORMATION  NOT  AVAILABLE  ANY- 
WHERE ELSE-AT  ANY  PRICE.  Before  you  buy,  sell  or 
switch  any  mutual  fund  see  for  yourself  why  each 
month  over  17,000  investors,  brokers  and  money 
managers  read  FundScope,  the  new  mutual  fund 
bible,  to  help  point  the  way  toward  profitable  in 
vesting. 

SPECIAL  OFFER  (New  trial  subscribers  only).  Send 
just  $11  and  receive  a  3  month  subscription  to 
FundScope    PLUS: 

1.  "ARE  NO-LOAD  FUNDS  A  BARGAIN?"  The  pre- 
viously mentioned  best  selling  reprint  that  lets 
you  see  for  yourself  how  No-Load  funds  compare 
in  performance  with  Load  funds. 

2.  The  Annual  1968  MUTUAL  FUND  GUIDE  with  260 
pages  of  vital  data  and  facts  on  more  than  300 
mutual  funds  including  their  addresses. 

3.  COMBINING  MUTUAL  FUNDS  &  LIFE  INSURANCE 
FOR  FINANCIAL  SECURITY.  A  special  reprint  that 
tells  what  is  behind  these  combination  packages 
that  are  becoming  increasingly  popular. 

ACT  NOW:  Mail  your  $11  today,  or  if  you  prefer  the 
above  offer  with  a  full  14-month  subscription  send 
$35.00  (10  day  full  refund  guarantee).  Include  ZIP. 

FundScope,  Dept.  F  84   Gateway  East 
Century  City,  Los  Angeles,  Calif.  90067 
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THE  MARKET  OUTLOOK 

By  SidneyB.  Lurie 


The  Money  Stocks 


I  am  willing  to  concede  that  the  Fed- 
eral Reserve  Board  may  be  reluctant 
to  quickly  reverse  the  direction  of  its 
recent  restrictive  credit  policies.  It 
would  be  logical  to  wait  for  evidence 
that  the  economy  has  slowed  and  in- 
flationary pressures  have  lessened. 
Furthermore,  the  internal  mechanics  of 
the  money  market  suggest  that  short- 
term  pressures  could  continue  even 
though  an  historic  peak  in  long-term 
interest  rates  may  have  passed.  This 
because  the  Treasury  will  continue  to 
be  an  active  borrower  in  the  second 
half  of  this  year  and  corporate  borrow- 
ing needs  may  be  heavy  as  a  result  of 
the  retroactive  nature  of  the  surtax. 
Conversely,  however,  bearing  in  mind 
that  the  chief  benefits  of  our  fiscal 
package  will  be  felt  in  the  first  half  of 
1969,  there  is  little  question  but  that 
die  pressure  is  off  the  long-term  bond 
market.  In  short,  I  believe  a  more  re- 
laxed national  credit  policy  is  ahead. 

In  this  connection,  I  think  it  signifi- 
cant to  note  that  the  basic  credit  back- 
ground today  is  much  stronger  than  it 
was  in  1966,  even  though  interest  rates 
are  higher  than  they  were  then.  While 
less  money  is  flowing  into  the  savings 
&  loan  associations  and  mutual  savings 
banks  than  was  the  case  last  year,  the 
capital  inflow  nevertheless  is  sharply 
above  the  1966  figures.  Secondly,  the 
fact  that  thus  far  there  has  been  no 
disintermediation  suggests  that  inter- 
est-sensitive money  is  no  longer  a 
tiireat  and  that  deposits  reflect  more 
permanent  savings.  Lastly,  not  only  are 
the  borrowings  of  the  savings  &  loan 
associations  much  less  than  they  were 
in  1966,  but  their  mortgage  commit- 
ments have  been  increasing  for  the  past 
year  and  a  half.  Thus  the  coming  new 
face  to  credit  policy  could  be  the  cata- 
lyst that  unlocks  deferred  housing. 

Stocks  with  Special  Pluses 

The  fact  that  money— its  supply,  its 
price— plays  so  important  a  part  in  our 
over-all  economic  outlook  points  up 
the  continuing  special  attraction  of 
what  I  term  the  "money  stocks."  It's 
not  just  that  the  demand  for  money 
from  individual  and  corporate  bor- 
rowers is  likely  to  grow  faster  than  the 
economy  in  coming  years.  Nor  is  it  that 
companies  in  the  money  business  prob- 

Mr  Lurie  is  a  partner  in  the  New  York  Stock 
Exchange  tirm   ot  Josephthjl    &  Co. 
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ably  will  be  less  affected  by  the  sur- 
tax than  the  average  industrial  cor- 
poration. Rather,  I  believe  there  is 
growing  market  awareness  of  the  fact 
that  each  of  the  different  parts  of  this 
broad  area  of  the  economy  enjoys 
special  pluses.  And  the  interest  ranges 
from  the  huge  pools  of  capital  repre- 
sented by  the  insurance  companies, 
whose  investment  portfolios  have  been 
a  successively  higher  source  of  income, 
to  the  installment  loan  companies, 
whose  earnings  are  growing  through 
diversification  and  more  sophisticated 
financial  management.  Furthermore, 
almost  every  aspect  of  the  business  will 
benefit  from  the  new  interest-rate  cycle 
that  appears  to  be  starting. 

For  example,  a  decline  in  the  cost  of 
borrowed  money  will  widen  profit 
potentials  of  the  savings  &  loan  as- 
sociations. In  addition,  the  industry's 
important  earnings  leverage  in  a  period 
of  rising  construction  activity  could  be 
magnified  by  two  factors:  1)  A  hous- 
ing shortage  already  has  developed  on 
the  West  Coast,  where  vacancy  rates 
are  the  lowest  on  recent  record.  2 )  Not 
only  will  this  background  permit  bet- 
ter realizations  on  repossessed  proper- 
ties, but  the  industry's  basic  operating 
efficiency  has  been  greatly  improved. 

Similarly,  a  new  set  of  special  pluses 
can  be  found  in  the  banking  industry, 
where  the  previous  downtrend  in  profit 
margins  now  has  been  reversed  and 
1968  profits  will  be  comfortably  ahead 
of  recent  year  results.  Diversification 
into  various  consumer  service  areas  and 
a  widening  range  of  miscellaneous 
financial  services  have  broadened  the 
industry's  traditional  operating  base  as 
well  as  expanded  the  earnings  poten- 
tial. Meanwhile,  apart  from  the  fact 
that  a  changed  interest-rate  structure 
would  encourage  an  expansion  of  bank 
credit,  the  average  bank  stock  today 
is  selling  on  a  more  attractive  basis 
than  was  the  case  years  ago. 

As  for  the  over-all  market,  I  attach 
no  particular  significance  to  the  fact 
that  the  Dow-Jones  industrial  average 
has  finally  reached  a  new  1968  high. 
The  move  could  even  be  a  temporary 
anticlimax.  This  is  not  meant  to  imply 
that  I  deprecate  the  historical  fact  that 
July  and  August  are  the  market's 
strongest  months.  But  I  think  it  un- 
realistic to  expect  an  advance  of  April/ 
May  magnitude.  ■ 

FORBES,  AUGUST  I,  1968 


OVERSEAS  COMMENTARY 

By  George  J.  Henry 


Stability  In  Gold 


At  the  moment,  the  two-tier  price 
svstem  for  gold  seems  to  be  working 
in  favor  of  the  U.S.,  Britain  and  the 
other  central  banks  that  wish  to  pre- 
serve the  $35  price  for  gold.  On  the 
free  market,  the  price  of  gold  has  been 
falling,  and,  at  the  moment  of  writing, 
it  is  below  $38  an  ounce.  There  are 
several  reasons  for  this. 

The  fact  that  our  tax  increase  has 
gone  through,  indicating  the  possibil- 
ity of  a  considerable  improvement  in 
our  balance  of  payments,  is  of  great 
significance.  This,  however,  was  mere- 
ly one  factor  among  other  important 
considerations.  The  pound's  position 
looks  healthier.  Should  speculative  at- 
tacks against  sterling  develop,  the 
promise  of  a  loan  of  $2  billion  at  Basle 
will  be  very  important,  and  should 
enable  the  Bank  of  England  to  weather 
any  tribulations  in  the  interim  period. 
The  advantages  of  the  recent  devalua- 
tion and  other  steps  England  has  taken 
should  make  their  long-term  effects 
felt.  The  fact  that  France  had  to  let 
go  of  a  considerable  amount  of  her 
huge  reserves— and  probably  more  will 
be  put  on  the  international  market  be- 
fore the  franc  settles  down  (probably 
after  a  devaluation,  which  will  take 
place  once  the  necessary  extent  of  such 
a  step  is  clarified)— also  eased  the  gold 
situation. 

Less  Speculation 

South  Africa's  gold  production  of 
approximately  $20  million  worth  of 
gold  per  week  has,  until  recently,  been 
withheld  from  the  world  market.  South 
Africa  did  not  wish  to  sell  on  the  free 
market,  as  it  is  in  her  interest  to  keep 
the  price  of  gold  as  high  as  possible. 
Meanwhile  central  banks,  basing  them- 
selves on  the  March  agreement  that 
the  present  monetary  supply  of  gold 
was  sufficient  for  immediate  needs, 
were  not  buyers  of  newly  mined  gold. 
Apparently,  this  will  now  change,  as 
South  Africa  is  likely  to  sell  some  of 
her  new  production  on  the  free  market, 
and  some  central  banks  have  agreed 
to  buy  the  available  balance. 

All  this  adds  up  to  one  thing,  which 
I  have  repeatedly  stated  in  previous 
columns:  I  would  be  disinclined  to 
make  any  purchase  of  gold  shares 
where  the  potential  of  the  company 
would  not  be  at  least  reasonably  at- 
tractive on  the   assumption  that  the 


price  of  gold  will  be  maintained  at  $35 
an  ounce. 

That  doesn't  mean  that  we  may  not 
have  further  periods  of  speculation. 
But  at  the  moment,  it  looks  as  though 
even  these  will  be  of  shorter  duration 
and  less  intensity.  The  road  ahead  ap- 
pears to  have  been  cleared  by  interna- 
tional cooperation  in  the  monetary 
field,  a  factor  which  is  highly  encour- 
aging. If  cooperation  in  the  political 
field  were  as  good  as  it  has  been  in 
the  financial  sphere,  the  entire  future 
would  look  much  brighter  indeed. 

There  was,  at  one  time,  a  great  deal 
of  talk  that  the  U.S.  would  defend  the 
$35  price  for  gold  to  the  last  ditch.  I 
have  always  been  of  the  opinion  that 
this  could  be  done,  but  some  of  the 
very  strong  sentiments  expressed  in 
this  direction  have  been  almost  irre- 
sponsible. In  the  last  analysis,  and  if 
the  worst  came  to  the  worst,  a  $35 
price  could  always  have  been  defend- 
ed by  major  deflationary  measures, 
which  would  have  had  much  more  dire 
consequences  than  the  comparatively 
minor  ones  arising  out  of  an  increase 
in  the  price  of  gold.  Thankfully,  it  was 
never  necessary  to  put  this  to  a  test, 
but  let's  be  honest  and  admit  that  a 
major  deflation  in  the  U.S.  would  have 
been  a  catastrophe  internationally,  as 
well  as  domestically. 

Let  us  bear  in  mind,  however,  that, 
in  the  event  of  the  ending  of  the  Viet- 
nam war,  the  release  of  inflationary 
pressure  on  the  economy,  coupled  with 
our  increase  in  taxation,  might  be  of 
such  order  as  to  create  a  deflationary 
pressure  of  dangerous  magnitude. 
Should  this  happen,  quick  action  by 
the  Administration  and  the  monetary 
authorities  would  be  needed.  The  ac- 
tion to  halt  the  current  inflationary 
pressure  was  very  slow  in  coming.  Our 
one  consolation  is  that,  in  the  event  of 
the  pendulum  swinging  too  much  in 
the  opposite  direction,  it  is  almost  axio- 
matic that  the  Administration  and  leg- 
islature are  much  more  ready  to  reduce 
taxes  than  to  increase  them,  and  fast- 
er, more  effective  action  would  no 
doubt  be  possible. 

Britain  is  fighting  some  of  her  ills 
.by  mergers,  which  should  help  to  ra- 
tionalize British  industry  and  reduce 
costs.  In  the  field  of  banking,  for  many 
years  England  was  dominated  by  the 
so-called    "Big    Five"    banks,    whose 


branches  spread  throughout  the  coun- 
try and  held  about  88%  of  England's 
banking  deposits.  Nearly  5%  of  the  resi- 
due was  held  by  Martin's  Bank,  a  large 
bank  but  much  smaller  than  any  of  the 
Big  Five,  while  the  other  small  but 
prestigious  banks  held  about  6.7%. 

Now  mergers  are  taking  place  among 
the  giants.  Westminster  Bank,  which 
held  about  13.5%,  is  merging  with  Na- 
tional Provincial,  whose  proportion  was 
11.1%.  This  merger  has  received  all 
necessary  approvals  and  will  become 
effective  very  soon.  The  proposed 
merger  of  Barclay's  Bank,  Lloyd's  Bank 
and  Martin's  Bank  is  now  being  ex- 
amined, and,  while  Britain's  Monopo- 
lies Commission  has  ruled  against  it 
(six  votes  to  four),  this  does  not  con- 
stitute a  veto,  and  the  Board  of  Trade 
can  still  allow  the  merger  to  go 
through,  possibly  with  some  safe- 
guards. The  proposed  merger  is  said 
to  be  favored  by  the  Bank  of  England 
and  the  British  Treasury.  Should  this 
merger  become  effective,  the  new  bank 
would  hold  nearly  48%  of  gross  deposits 
of  London  clearing  banks.  It  would  be 
somewhat  smaller  in  size  than  the  Bank 
of  America,  and  a  little  larger  than  the 
Chase  Manhattan  Bank  or  the  First 
National  City  Bank,  which  would  be 
its  closest  international  rivals. 

Apart  from  a  great  deal  of  saving 
being  achieved  by  unifying  branch 
offices,  greater  centralization  of  ac- 
counts, etc.,  in  the  domestic  field,  the 
real  importance  of  these  mergers  lies 
in  the  international  field,  where  the 
new  unit,  with  its  large  resources, 
would  help  British  banking  in  the  very 
competitive  international  field.  Britain 
has  always  derived  a  great  many  ad- 
vantages from  the  invisible  exports  of 
banking  and  insurance  services.  These 
measures  may  be  of  great  importance 
in  maintaining  and  increasing  Britain's 
international  role,  while  at  the  same 
time  releasing  much-needed  manpow- 
er domestically. 

Long-Term  Potential 

Philips  Gloeilampen  is  making  a  new 
issue  of  convertible  debentures  in  the 
Eurodollar  market;  $100  million  worth 
will  be  issued.  Begrettably,  I  have  no 
full  particulars  available  as  yet.  Philips 
has  made  a  smart  recovery  from  its 
very  depressed  prices  of  last  year.  The 
stock  is  currently  selling  at  around  $39, 
against  a  1967  low  of  about  $20.  The 
company  too  has  shown  some  recovery. 
First-quarter  profits  were  up  25%  on 
an  increase  in  sales  of  9%,  showing  that 
the  past  few  years'  experience  of  re- 
duced profit  margins  would  appear  to 
have  been  rectified.  The  long-term  po- 
tential of  this  company  remains  very 
favorable.  The  short-term  outlook  will 
become  clearer  when  the  prospectus 
for  the  new  issue  is  available.  ■ 
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T.ROWE  PRICE 
GROWTH  STOCK 
FUND,  INC. 

I.  1950 

A  NO-LOAD  FUND 

Investing  in  stocks 

carefully  selected  for  long  term 

growth  possibilities 

Individuals  &  institutions 
are  invited  to  request  free  prospectus 

NO  SALES  CHARGE 

Self-Employed 

Retirement  Plan 

(Keogh  Act) 

Available 


|   T.  Rowe  Price  Growth  Stock  Fund,  Inc. 

I    One  Charles  Center,  Dept.  8 
Baltimore.  Md.  21201  Phone  (301)  539-1992 

I  "•"• 

m  Address  


-  Zip- 


FACT? 
FOLKLORE? 

Can  stock  market  price 
behavior  really  predict 
tomorrow's  price  trends? 

Or  are  "random  walk" 
theories  correct? 

Now  traders,  analysts,  and  economists  can 
obtain  a  definitive  answer  in  this  truly  new 
basic    study — 

"THE  PREDICTIVE  VALUE 

OF  STOCK  MARKET 

'BREADTH'  MEASUREMENTS" 

by  Charles  Vendale  Harlow,  D.B.A. 

Findings   Based   on   40-Year,    J  ,000-1 rial 
Computerized  Testing! 

Dr.  Harlow  tackles  the  issue  of  predictability 
squarely  and  brilliantly — and  comes  up  with 
n  cleur  conclusion,  using  "breadth"  as  strategy 
tool.  A  practical  trader  as  well  as  author, 
lecturer  and  professor,  his  lucid,  solid  and 
thorough  study  will  clearly  earn  "corner- 
stone" status  in  further  sophisticated  analysis 
of  stock  market  behavior.  "Must"  reading  for 
both  the  fundamentalist  and  the  technician. 
Valuable  also  for  its  brief,  accurate  review 
of  theory  on  price  prediction.  192  pages,  32 
tables  and  charts,  bibliography. 

There  is  no  risk  on  your  part.  For  a  10  day 
trial  examination  just  send  your  check  or 
money  order  for  $12.50  plus  tax,  to  Dept. 
F-48,  Investors  Intelligence,  2  East  Avenue, 
Larchmont,  N.Y.  10538.  If  you  are  not  com- 
pletely satisfied  you  may  return  the  book  for 
a  refund. 


DEAREST: 


I  can't  wait  to  hear  from 
you,  so  note  the  Zip  Code 
in  my  address.  And  use  it 
when  you  write  to  me! 
Zip  Code  really  moves 
the  mail. 


THE  FUNDS 


Up,  Up  and  Away? 

When  it's  Fasching  time  in  Germany 
each  occupational  group  has  its  own 
dance.  The  "ball  of  the  firemen,"  for 
example,  tries  to  outstep  the  "ball  of 
the  hairdressers."  In  the  domestic  car- 
nival of  mutual  funds,  some  sponsors 
think  that  people  are  more  interested 
in  their  fellow  investors  than  in 
the  track  records  of  proven  mutual 
funds.  Special  funds  have  been  set  up 
for  teachers,  farmers  and  doctors 
(Forbes,  May  15,  p.  98).  The  newest 
group  to  join  the  fund  Fasching  is  the 
airline  pilots. 

Provided  that  the  Securities  &  Ex- 
change Commission  approves,  Con- 
trails Growth  Fund  intends  to  offer  1 
million  shares  at  $10  each  exclusively 
to  airplane  flight  crews  (pilots,  flight 
engineers  and  navigators  of  U.S.  com- 
mercial air  carriers  certified  by  the 
Federal  Aviation  Administration ) .  The 
fund  was  organized  by  25  pilots,  with 
United  Air  Lines  pilot  and  director  of 
flight  procedures,  George  T.  Hender- 
son, as  president.  Accustomed  to  using 
first-rate  equipment  in  their  work,  the 
pilots  went  to  the  professionals  for 
their  fund  management.  They  hired 
Shearson,  Hammill  as  investment  ad- 
visers and  distributors.  The  fund's 
sales  charge  will  be  1%.  (The  first  60 
days  will  be  no-load.) 

But  why  should  airline  pilots  choose 
Contrails  Growth  instead  of  500  other 
existing  funds?  Because  of  SEC  rules 
against  issuing  publicity  before  securi- 
ties are  sold,  President  Henderson  of- 
fers little  comment.  "A  lot  of  people 
make  mistakes,  but  we  are  optimistic," 
he  says  blandly.  But  there  is  good  rea- 
son to  believe  that  the  pilots  might  be 
a  good  target  for  sales.  For  one  thing, 
there  is  such  a  proliferation  of  "per- 
formance" funds  these  days  that  it  is 
difficult  to  figure  out  which  ones  con- 
tain the  acceptable  degree  of  risk.  The 
pilots  might  well  trust  one  of  their  own 
to  understand  their  needs. 

For  another,  the  pilots  have  money. 
Airline  pilots  earn  anywhere  from 
$30,000  to  $40,000.  Obviously,  the 
pilots  are  less  concerned  with  current 
dividend  income  than  they  are  with 
sustained  long-term  growth.  In  addi- 
tion, the  pilots  are  practically  forced 
to  think  about  investing.  Their  high 
incomes  can  come  down  to  earth  sud- 
denly when  they  reach  60— and  earlier 
than  that  if  their  physical  fitness  no 
longer  meets  the  exacting  requirements 
of  their  jobs. 

Thus  Henderson  feels  he  can  help 
his  fellow  pilots  "who  are  not  as  trained 
in  investing  money  as  doctors"  to  make 
the  right  choice— that  is,  to  buy  a  fund 


now,  our  lower  minimums 

permit  you  to  set-up  a  voluntary 

(not  contractual) 

PERIODIC  DOLLAR  PURCHASE  PLAN 

with  a  minimum  of 

$25 

on  monthly  or  quarterly  basis 
after  initial  investment  of 
$100. 

100%  of  your  money  invested  for 
growth  possibilities  in: 

•  electronics  •  electric  utilities 

•  data  processing  •  oil  t  gas 

•  communications  •  aerospace 

•  transportation  •  nuclear  energy  &  others 


SELF-EMPLOYED  RETIREMENT  PUNS 

ENERGY  FUND  is  a  qualified 

Investment  under  Keogh  Act. 


|y/\     sales  charge 
IIV     redemption  charge 
•  Single  or  Occasional  Purchases 

To  buy  10  shares  or  more 
phone  collect  (212)  344-5300 
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CONVERTIBLE   BONDS 


and  177  convertible  preferred  stocks 
are  charted  by  our  R.H.M.  CONVERT- 
IBLE SURVEY  on  unique  and  inval- 
uable conversion  ratio  charts  which 
pinpoint  buying  opportunities.  Are  you 
fully  conversant  with  convertibles — 
recognize  their  opportunities  when 
they  occur?  To  introduce  you  to  a 
complete  investment  service  covering 
the  entire  field  of  convertibles,  we 
invite  you  to  send  for  our  FREE  re- 
port on  "Convertible  Opportunities."  It 
is  a  full  explanation  of  convertibles 
which  can  prevent  future  missed  oppor- 
tunities for  you.  There  is  no  obligation. 
Send  to:  "Convertibles,"  Dept.  F-28, 
R.H.M.  Associates,  220  Fifth  Ave.,  New 
York,  N.Y.   10001. 


Dividend  Notice 

The  Board  of  Directors  of  the 
Northern  Pacific  Railway  Company 
today  declared  a  quarterly  dividend 
of  65  cents  per  share  on  the  out- 
standing capital  stock  of  the  Com- 
pany, payable  on  July  31,  1968  to 
holders  of  record  at  the  close  of 
business  on  July  10,  1968. 

Floyd  A.  Deming 
June  27,  1968  Secretary 
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with  long-term  growth  as  the  objec- 
tive. Other  funds  offer  the  same  goal, 
but  Henderson  claims  that  they  have 
problems  when  their  shareholders 
change  objectives.  The  26,000  pilots 
and  4,000  flight  engineers  and  navi- 
gators from  whom  Henderson  will 
build  his  market  presumably  have 
fixed  financial  goals  in  mind. 

At  any  rate,  the  most  attractive  part 
of  the  airline  business  will  not  be  eligi- 
ble to  buy  the  Contrails  Growth  Fund. 
Stewardesses,  Henderson  feels,  bring  in 
salaries  too  low  to  make  them  good 
customers.  The  only  way  for  a  stew- 
ardess to  become  a  Contrails  Growth 
Fund  shareholder  is  to  marry  a  pilot,  a 
course  of  action  that  probably  doesn't 
need  any  boost  from  the  mutual  fund 
industry. 

Head  Start 

The  Securities  &  Exchange  Commis- 
sion wants  several  reforms  in  the 
brokerage  business,  among  them  a 
commission  discount  for  those  who  buy 
stocks  in  large  volume.  Last  month,  in 
hearings  to  determine  which  rules 
should  be  changed,  the  SEC  heard 
testimony  that  some  brokers  were  rush- 
ing the  season.  Bernard  R.  Dishy,  a 
partner  at  Dishy,  Easton  &  Co.,  mem- 
bers of  the  American  Stock  Exchange, 
testified  that  he  received  reciprocal 
business  as  a  result  of  orders  placed  by 
Investors  Planning  Corp.  with  brokers 
on  the  New  York  Stock  Exchange,  and 
that  part  of  the  commissions  from  this 
reciprocal  business  was  directed  back 
to  IPC.  In  turn,  IPC  is  80%-owned  bv 
big  Investors  Overseas  Services,  which 
is  part  of  a  vast  fund  complex  with 
European-based  Fund  of  Funds  as  its 
tore.  In  effect,  this  violated  at  least  the 
spirit  of  the  Kxchange's  rules  against 
charging  big  customers  less. 

The  next  day  Simeon  D.  Smith  of 
Delafield  &  Delafield  testified  that  his 
firm  had  paid  $3  million  dollars  in  com- 
missions to  one  of  its  employees,  Mrs. 
Gloria  Clapp,  because  she  was  able  to 
direct  brokerage  business  to  the  firm 
from  the  Fund  of  Funds.  The  unan- 
swered question  was  whether  Mrs. 
Clapp  in  turn  paid  over  part  of  her 
income  to  the  Fund  of  Funds'  manage- 
ment, headed  by  wheeler-dealer  Bernie 
Cornfeld. 

If  she  did,  that  constitutes  the  same 
thing  as  a  rebate  also.  In  effect,  it  is 
a  volume  discount,  which  may  be  con- 
trary to  the  present  rules  of  the  se- 
curity exchanges  but  is  the  very  thing 
that  the  SEC  has  been  crusading  for. 
The  crucial  difference,  of  course,  is 
that  under  official  volume  discounts, 
the  shareholders  of  the  fund  would  get 
the  savings.  As  things  now  stand,  they 
could  go  to  the  management  company 
and  its  owners.  ■ 
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LAND  & 
LIQUOR 

Here's  an  odd  little  stock  we  think  may  well 
become  a   major  bear-market  "winner" 

Thu  NYSE-listed  liquor  company  i>  now  well  on  its  way,  we  estimate,  from  chronic  deficits 
(minus  21c  a  share  in  1967)  to  earnings  of  nearly  $2.00  a  share  in  the  directly  foreseeable 
furore. 

So  —  at  its  recent  price  near  IS  —  the  stock  would  appear  to  be  a  highly  intriguing  "turn- 
around" under  any  market  circumstances.  But  even  more  important — in  what  we  see  as  an 
impending  primary  bear  market — is  the  company's  estimated  liquidating  value  of  more  than 
$30  a  share.  The  company  owns  a  large  piece  of  land  required  by  the  city  of  Philadelphia 
for  its  proposed  port-redevelopment  plan.  We  estimate  the  "fair  market  value"  of  this  now- 
unused  company  property  ALONE  at  about  $18  a  share. 

You  can  receive  the  complete  and  revealing  Special  Report  on  this  "high-potential"  situation 
— which  also  probes  the  "take-over"  possibilities — as  a  BONUS  with  your  six-week  (three- 
issue)  Guest  Subscription  to  THE  HOLT  INVESTMENT  ADVISORY  ...  the  truly  pro- 
fessional service  for  the  private  investor.   Please  use   the  coupon. 


THE 


H 


INVESTMENT  ADVISORY 


305  Madison  Avenue,  New  York,  N.Y.  10017 

Please  send  me  the  new  Special  Report  offered  above — as  a  BONUS — with  my  six-week 
(three-issue)  Guest  Subscription  to  THE  HOLT  INVESTMENT  ADVISORY.  My  re- 
mittance for  $5  is  enclosed. 

Name 


Address 
City 


-State . 


(This  subscription   not  assignable   without  your  consent. 


-Zip_ 


FB-31 


TENNECO  INC. 


DIVIDEND 
NO.  84 


HOUSTON,  TEXAS 


The  Board  of  Directors  has  declared  a 
quarterly  dividend  of  32*  per  share  on 
the  Common  Stock,  payable  September 
17,  1968,  to  stockholders  of  record  on 
August  23,  1968. 


M.  H.  COVEY,  Secretary 


Chemicals 
Packaging 


Natural  Gas  Pipelines     •     Oil 
Land  Use     •      Manufacturing 


KEYSTONE  STEEL'S 
COMMON  STOCK  DIVIDEND 


No.  192 


Declared  by  the  Board  of  Directors 
on  July  16,  1968. 

amount:  so^  KEYSTONE 

RECORD  DATE:  August    2,  1968     :    ^ompany^ 
PAYABLE:  September3,  1968     \     Peona   ,„  61607 


(The   Company   has  paid   cash   dividends   in 
every   quarter   since    1938.) 


Steel  and  Wire  for  the  Nation  and  the  World  Since  1889 


READERS  SAY 


(Continued  from  page  12) 

Sik:  On  page  84  you  show  a  picture  of 
a  Boeing  707  and  an  early  Wright  glider 
used  for  flight  experiments  before  the  en- 
gine-powered prototype  was  completed. 
If  you  will  examine  this  picture  you  will 
see  that  it  is  not  the  powered  model  with 
an  engine,  two  propellers  driven  by 
bicycle  chains.  There  exists  a  good  photo 
of  the  powered  model  with  one  of  the 
Wright  brothers  running  along  the  mono- 
rail beside  the  flying  plane  from  which  it 
lias  just  taken  oil.  The  construction  is  a  hit 
heavier  than  the  glider  pictured. 

—Don  Drew 

Coachella  Valley  Realty  Co., 

La  Quinta,  Calif. 

Sir:  Your  July  1  issue  is  outstanding, 
helpful,  but  blase.  Why  did  your  article 
on  the  systems  approach  have  to  end  with 
controversy,  vagueness  and  bias?  If  your 
researchers  really  want  answers  on  how  the 
systems  approach  can  be  applied  to  other 
than  military  and  space  programs,  they 
should  check  the  records  of  Lockheed, 
TRW,  Hand  and  many  more.  Have  worked 
in  systems  development  fields  for  25  years, 
and  I  consider  myself  a  party  to  its  devel- 
opment. My  last  three  years  have  been  in 
the  health  field,  I  admit  the  going  is  rough, 
but  so  was  getting  the  branches  of  the 
military  to  accept  analytical  solutions. 

—Byron  A.  McDonald, 

Systems  Engineering  Consultant 

New  York,  N.Y. 


Sir:  May  I  add  an  amen  to  your  article 
'The  Systems  Approach"  in  your  July  1 
issue.  We  have  been  applying  architec- 
tural, engineering  and  planning  knowl- 
edge to  urban  problems  since  1917,  but 
the  key  ingredient  for  improved  living  is 
so-called  common  sense. 

—Robert  F.  Krohn, 

Henningson,  Durham  &  Richardson 

Omaha,  Neb. 

We  Are  Not  Alone 

Sue  The  article  in  your  June  1  issue  en- 
titled, "What  Time  Is  It"  quotes  Robert 
E.  Mohr,  vice  president  of  U.S.  Time,  as 
saying,  "Labor  may  be  cheaper  in  Switzer- 
land but  through  automation  we  can  keep 
our  costs  down."  We  have  not  found  auto- 
mation to  be  the  answer  to  cheap  foreign 
labor  because  automation  is  also  used  by 
foreign  firms. 

—J.  Lehmkuhl 

President,  Timex 

Waterbury,  Conn. 


Cheap  Stuff 

Sir:  Your  report  on  Plutonium  238  at 
an  estimated  $455,000  a  pound  (  Forbes, 
June  1 )  prompts  this  report  about  the  even 
more  expensive  chemicals  which  New 
England  Nuclear  Corp.  makes  for  use  in 
life  science  research.  One  is  D-glucose- 
C14;  a  teaspoonful  would  cost  about  $1 
million. 

—Seymour  Rothschild 

President,  New  England  Nuclear  Corp. 
Boston,  Mass. 


SIDE  LINES 


(Continued  from  page  9) 

The  junkie  or  numbers  racket  guy?  The 
businessmen  he  sees  are  all  white.  And 
the  black  people's  personal  problems 
don't  help.  My  client  doesn't  have  a' 
single  employee  who  doesn't  have 
problems— dope  addiction  in  the  fam- 
ily, •abandoned  kids,  sick  or  mentally 
ill  children. 

"Too  many  whites  today  sit  back 
and  say,  'My  son  made  it,  he  went  to 
college,  he  got  good  grades.  Why  don't 
the  black  guys  do  likewise?'  But  when 
you  see  what  my  wife  and  I  see,  you 
realize  it  takes  a  tremendous  person 
among  the  ghetto  blacks  even  to  stick 
it  out  through  high  school.  But  make 
no  mistake  about  it!  There  are  plenty 
of  blacks  around  with  ambition,  who 
want  to  get  ahead,  who  are  damned 
hard  workers." 

Being  a  practical  man  with  a  living 
to  make,  Casten  is  casting  about  for 
ways  to  make  a  career  working  with 
black  businessmen.  While  he  consults 
for  his  black  client,  his  wife  teaches  in 
Project  Head  Start  in  a  Harlem  school. 
So  think  of  Tom  and  Judy  Casten  next 
time  you  start  to  despair  over  the 
young  Americans  whose  response  to 
our  problems  is  to  drop  out  of  society. 
Tom  Casten  and  his  wife  are  neither 
dropping  out  nor  turning  their  backs.  ■ 
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To  Judge  Stock  Values  BesL.Get  This  Amazingly  Useful  Volume 


FINANCIAL  WORLD'S  1968 

INVESTOR'S  FACT  BOOK 

352  PAGES  OF  USEFUL  INFORMATION 


t 
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Over  65,000  Latest  Investment 
Facts  about  more  than  2,250 
Listed  Stocks. 

Alphabetically  Indexed  for 
Quick  Reference. 

Most  Concise,  Complete  Guide 
to  Stock  Values  Available. 

Prepared  by  the  trained  staff 
of  FINANCIAL  WORLD  which 
has  been  supplying  investors 
with  business  and  financial 
facts  and  guidance  for  over  65 
years. 

VALUABLE  ADDED  FEATURE: 
Adjusted  Earnings,  Price  Range, 
Dividends,  etc.  of  LIFE  INSUR- 
ANCE STOCKS.  Vital  but  hard- 
to-find  facts  and  figures  on  this 
Important  group. 


STILL  ONLY  $5 

or  get  it  as  a  BONUS  with  offer  below 

There  is  no  substitute  for  the  facts  in  making  the 
most  successful  investment  decisions.  And  .  .  . 

.  .  .  nowhere  but  in  the  STOCK  FACTOGRAPH 
Manual  will  you  get  so  many  facts  and  figures 
about  so  many  companies  and  their  stocks  for 
so  little  cost! 

Here  is  the  information  you,  as  an  investor, 
should  have  for  accurate  evaluation  of  the 
stocks  you  own  or  plan  to  buy.  Judging  by  the 
tremendous  advance  demand,  which  has  ex- 
ceeded that  of  all  53  previous  editions,  no  source 
book  of  basic  investment  guidance  is  more  wide- 
ly and  regularly  consulted. 

The  STOCK  FACTOGRAPH  MANUAL 
Tells  You  Each  Company's: 

•  Background  •  Mergers 

•  Financial  position  •  Stock  Splits 

•  Sources  of  revenue  •  Ratios 

•  Dividend  record  •  Book  value 

•  8  years'  earnings  •  New  developments 
record  •  Outlook 

.  .  .  and  alto  FINANCIAL  WORLD'*  own  expert 
opinion  on  future  growth  and  earnings  pros- 
pects, good  and  bad  points. 


ACT  QUICKLY— Only  One  Limited  Edition 

Send  $5  for  your  copy  of  the  STOCK  FACTO- 
GRAPH MANUAL  or  get  it  as  a  BONUS,  with 
a  6-month  trial  subscription  to  Financial  Worlds 
comprehensive  4-part  investment  service:  26 
weekly  issues  of  Financial  World  ...  6  monthly 
supplements  of  "Independent  Appraisals"  of  up 
to  1900  stocks  .  .  .  and  Advice-by-Mail  as  often  as 
once  a  week  on  any  listed  stock  that  interests 
you  at  the  time  ...  all  for  $13.50. 

Additional  savings:  all  the  above  services  for  one  year  at  $24. 

Take  your  choice,  but  send  your  order 

at  once  to  insure  delivery  without  delay. 

I 30-DAY  MONEY-BACK  GUARANTEE 

FINANCIAL  WORLD.   Dept.   FB-81 

17  Battery  Place.  New  York.  N.  Y.  10004 

For  payment  enclosed,  please  enter  my  order 

for  the' following: 

copies  of  1968  "STOCK  FACTOGRAPH" 

Manual  at  $5  each. 

D  6-months'  trial  subscription  to  FINANCIAL 
WORLD'S  4-part  service  including  1968 
"Factograph"— all  for  $13.50. 

□  1-year  subscription  to  the  4-part  service,  in- 
cluding 1968  "Factograph"  at  only  S24. 


Name .  . 
Address 
City.    . 


State Zip. 

(This  subscription  Is  not  assignable  I 
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Higher  Earnings 


R  SAVINGS 


You  earn 

5.13% 

at  our  cur- 
rent rate  of 

5.00% 

if  account 
held  1  year. 

.25% 

bonus 
available 

Assets  over  $700,000,000 
SAFETY— More  than  $250,000,000  in 
accounts  over  $10,000  each. 
AVAILABILITY- High  14%  liquidity 
ratio  assures  prompt  avail- 
ability of  your  funds. 
SAVE   BY  AIR  MAIL-We 
process  promptly  and  pay 
air  mail  postage  both  ways. 

*Funds  received  by  the  10th  of  any 
month  earn  from  1st;  thereafter  from 
date  of  receipt.  Earnings  compounded 
daily  and  paid  to  date  of  withdrawal. 


COAST  FEDERAL  SAVINGS 


To:  George  Ross  7-120A-8 

Coast  Federal  Savings  I  Loan  Assn.  FB 

3th  I  Hill,  Los  Angeles,  California  90014 

□  Please  open  a  savings  account.  Enclosed  is 
my  check  in  the  amount  of  S 

□  Individual  Account  Q  Joint  Account 

□  Here's  my  passbook.  Transfer  my  account. 

D  Please  send  full  information  on  bonus  accts. 
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Address 
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-Zip        
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RELY... 

on  professional  investment 
management  for  your 
portfolio  of  510,000  or  more 


Hundreds  of  investors  throughout  the  United 
States  and  around  the  world  have  turned  to 
Roger  E.  Spear's  Decision  Management  Plan  to 
direct  their  capital  gains  program.  And  no  won- 
der .  .  . 

With  more  than  40  years  of  investment  experi- 
ence, coupled  with  advanced  computer  tech- 
nology and  a  large,  expert  research  staff,  the 
Decision  Management  Plan  represents  the  com 
p,/efe  investment  service  for  your  portfolio. 

Whether  your  goal  be  retirement,  travel,  educa- 
tion, or  protection  from  inflation,  the  Decision 
Management  Plan  can  give  you  professional 
assistance. 

Roger  E.  Spear's  Decision  Management  Plan  to 
date,  has  proved  particularly  helpful  in  achiev- 
ing conservative  capital  growth  for  investors  with 
capital  ranging  from  $10,000  up — men  and 
women  who  appreciate  the  risks  and  seek  the 
rewards  of  a  professionally  managed  common 
stock  portfolio. 

With  our  compliments:  "Declare  Your  Own  Divi- 
dends"— a  32-page  fact-filled  booklet  describ- 
ing how  the  Decision  Management  Plan  can 
help  you. 
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Investment    Management    Division 
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THOUGHTS 


ON  THE 
BUSINESS  OF  LIFE 


Whenever  money  is  the  principal  ob- 
ject  of  life  with  either  man  or  nation, 
it  is  both  got  ill,  and  spent  ill;  and 
does  harm  both  in  the  getting  and 
spending.  —John  Ruskin. 


There  are  few  ways  in  which  a  man 
can  be  more  innocently  employed  than 
in  getting  money.    —Samuel  Johnson. 


Poverty  has  this  defect:  It  prompts 
a  man  to  evil  deeds.  —Euripides. 


Barring  some  piece  of  luck  I  have 
seen  but  few  men  get  rich  rapidly  ex- 
cept by  means  that  would  make  them 
writhe  to  have  known  in  public. 

—Charles  Dudley  Warner. 


The  buyer  needs  a  hundred  eyes; 
the  seller  but  one.  —Italian  Proverh. 


If  a  business  is  to  grow,  it  must  con- 
tinually improve  its  products  and  for- 
mulate new  ones.— Henry  G.  Lazell. 


Once  you  have  sold  a  customer, 
make  sure  he  is  satisfied  with  your 
goods.  Stay  with  him  until  the  goods 
are  used  up  or  worn  out.  Your  product 
may  be  of  such  long  life  that  you  will 
never  sell  him  again,  but  he  will  sell 
you  and  your  product  to  his  friends. 
—William  Feather. 


Anybody  can  cut  prices,  but  it  takes 
brains  to  make  a  better  article. 

—Alice  Hubbard. 


It  is  a  great  art  to  know  how  to  sell 
wmd.  — Baltasar  Gracian. 


Prefer  loss  to  the  wealth  of  dishonest 
gain;  the  former  vexes  you  for  a  time; 
the  latter  will  bring  you  lasting  re- 
morse. — Chilo. 


It  is  no  sin  to  sell  dear;  but  a  sin  to 
give  ill  measure.  —James  Kelley. 


B.  C.  FORBES 

Any  business  arrangement 
that  is  not  profitable  to  the  oth- 
er fellow  will  in  the  end  prove 
unprofitable  to  you.  The  bargain 
that  yields  mutual  satisfaction  is 
the  only  one  that  is  apt  to  be 
repeated  permanently. 


Avarice,  or  the  desire  of  gain,  is  a 
universal  passion  which  operates  at  all 
times,  at  all  places,  and  upon  all  per- 
sons. —David  Hume. 


Formerly  when  great  fortunes  were 
only  made  in  war,  war  was  a  business; 
but  now  when  great  fortunes  are  only 
made  by  business,  business  is  war. 

—Christian  Bovee. 


It  is  heaven  upon  earth  to  have  a 
man's  mind  move  in  charity,  rest  in 
providence  and  turn  upon  the  poles 
of  truth.  —Francis  Bacon. 


In  the  hand-to-hand  war  of  com- 
merce, men  fight  on  without  much 
thought  of  others,  except  a  desire  to 
excel  or  to  defeat  them. 

—John  Duke  Coleridge. 


Few  things  are  needful  to  make  the 
wise  man  happy,  but  nothing  satisfies 
the  fool;  and  this  is  the  reason  why  so 
many  of  mankind  are  miserable. 

—La  Rochefoucauld. 


Covetousness  has  such  a  blinding 
power  that  all  the  arguments  in  the 
world  will  not  convince  a  man  that  he 
is  covetous.  —Thomas  Wilson. 


In  this  world,  it  is  not  what  we  take 
up,  but  what  we  give  up,  that  makes 
us  rich.  —Henry  Ward  Beecher. 


Refrain  from  covetousness  and  thy 
estate  shall  prosper.  —Plato. 


The  reward  of  a  thing  well  done  is 
to  have  done  it. 

—Ralph  Waldo  Emerson. 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
noiv  available  in  a  574-page  book  at 
$5.95.  Send  check  and  order  to: 
Forbes  Inc.,  60  Fifth  Avenue,  New 
York,  N.Y.  10011.  (Sales  tax:  New 
York  City,  add  5%;  other  New  York 
State,  2%  to  5%  as  required.) 


My  old  father  used  to  have  a  saying: 
II  you  make  a  bad  bargain,  hug  it  all 
the  tighter.  —Abraham  Lincoln. 


Riches  come  rather  from   manage- 
ment than  from  revenue. 

—Michel  de  Montaigne. 


A.  Text ... 


Sent  in  by  Teresa  A.  Gardner, 
Washington,  DC.  What's  your  fa- 
vorite text?  The  Forbes  Scrapbook 
of  Thoughts  on  the  Business  of 
Life  is  presented  to  senders  of 
texts  used. 


There  is  that  scattereth,  and  yet  in- 
crcaseth;  and  there  is  that  withholdeth 
more  than  is  meet,  but  it  tendeth  to 
poverty.  —Proverbs  11:24 
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Chefs  rely  on  UOP  ideas., 
should  munchers? 


Many  food  processors  utilize  flavor  formula- 
tions from  UOP  to  enhance  the  succulence, 
richness  and  piquancy  of  their  preparations.  So 
do  gourmet  restaurant  chefs.  Today,  the  UOP 
Food  Products  Division  assists  food  technolo- 
gists with  concentrated  sauce  bases,  meat 
tenderizers,  seasonings,  spices  and  snack 
flavorings.  For  years,  UOP  has  extended  its 
technical  competence  beyond  its  notable  con- 
tributions to  petroleum  refining.  For  one,  UOP 
pioneered  the  everyday  use  of  BHA  as  a  food 
additive  to  inhibit  rancidity.  Now,  the  UOP 
Chemical  Division  supplies  a  dozen  Sustane"  BHA  formulations  for 
the  food  industry.  Everybody  crunches  crispier  potato  chips  because 
BHA  is  added  to  the  cooking  oil,  and  often  to  the  package  as  well. 

Universal  Oil  Products  Company/Des  Plaines,  Illinois  60016,  U.S.A. 
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Petroleum  Processes  ■  Transportation  Equipment  ■  Metals  S  Alloys  ■  Fragrances  ■  An  &  Water  Management  Plant  Construction   Forest  Products  ■  Chemicals  &  Plastics 


(Steelcraft  Manufacturing  Company  does  it  by  Long  Distance,  using  WATS.) 

Managing  is  a  performing  art.  You've  got  to  be 
everywhere  at  once.  With  WATS,  you  can  be.  WATS 
is  Wide  Area  Telephone  Service,  with  a  flat  monthly 
charge  for  each  WATS  line,  regardless  of  number 
or  duration  of  calls. 

WATS  is  a  primary  management  tool  for  Robert 
Levinson,  Executive  Vice  President  of  Steelcraft 
Manufacturing  Co.,  Cincinnati.  Steelcraft  makes 
metal  doors  and  frames.  Mr.  Levinson  uses  WATS 
to  direct  sales  programs.  To  coordinate  the  efforts  of 
distributors.  To  contact  new  and  old  customers. 

In  ten  years,  sales  have  increased  fourfold. 
Steelcraft  has  found  what  a  growing  number  of 
businesses  are  finding  out:  A  phone  is  just  a  phone 
until  you  learn  how  to  use  it. 

Talk  it  over  with  your  Bell  System  Communi- 
cations Consultant. 
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Ask  the 
treasurer  who 

saved  $84,500 
about  >£tna. 


This  was  a  large  sum.  But  this  was  a  large  corporatic 
It  turned  to  one  of  the  largest  companies  in  the  worli 
handling  all  kinds  of  insurance — for  good  management 
reasons.  Like  loss  control  services  and  safety  engineers 
across  the  country.  An  overall  protection  plan.  A  highl; 
trained  representative  backed  up  by  local  technical 
specialists.  This  saved  $84,500. 

Isn't  this  the  kind  of  planning  you  want  for  your 
business — and  personal — insurance? 
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d  we  can  show  you 
er  2  million  acres  of  space 
ady  for  development. 


Thinking  about  a  plant  site?  We  can 
give  you  some  pretty  good  reasons  for 
getting  in  touch  with  Northern  Pacific. 
For  one  thing,  there's  land  available. 
Lots  of  it  between  St.  Paul  and  Seattle. 
And  there's  plenty  of  water,  cheap 
power  and  good  labor,  too. 

For  another  thing,  we've  got  information. 
Facts  you  need  to  have  to  make  a  sound 
selection.  What  we  don't  know,  we  can 
find  out.  NP  men  living  along  the  line 
are  working  through  the  local  communities 
and  deal  with  these  facts  every  day. 

Thinking  about  a  new  distribution 
warehouse,  an  expanded  manufacturing 
facility,  new  markets  to  tap, 
new  people  to  reach?  Think  of  the 
Northern  Pacific's  Northwest. 
Call  the  NP  representative  nearest  you. 

Or  contact  George  R.  Powe,  General 
Manager,  Properties  and  Industrial 
Development,  Northern  Pacific  Railway, 
St.  Paul,  Minnesota  55101.  The  phone  is 
612-222-7773.  He'll  be  glad  to  send  you  a 
words-and-pictures  tour  booklet  of  our  area. 

This  is  the  way  to  run  a  railroad. 
The  way  we  run  the  Northern  Pacific. 


HUG 


YUP,  ITS  THE  SUBURBS 
FOR  ME. YOU  CITY 
DWELLERS  DON'T 
KNOW  WHAT  THE 
GOOD  LIFE  IS. 
NEVER  KNEW 
HOW  DELICIOUS 
AIR  COULD 
SMELL.DIDYOU? 


BACK  TO  NATURE. 
THAT^  THE  ONLY 
WAY  TO  BEAT 
THE  SMOG. 


THEYLL  NEVER 
BEAT  THE 
SUBURBS. 


WHERE  THE  DEVIL 
IS  THE  STEAK 
SAUCE? 


(SNIFF)  HMAA,SMELL6 
JUST  LIKE  A  12  OZ. 
SIRLOIN  STEAK. 


OH  THE  CONTRARY. 

INDUSTRY  AND  THE 
PUBLIC  ARE 

ATTACKING  AIR 
CONTAMINATION 
PROBLEMS  HEAD-ON. 


US.  STEEL,  FOR 
EXAMPLE,  HAS  BEEN 
AT  IT  FOR  YEARS.  IN 
THE  LAST  1 5  YEARS, 
THEY'VE  SPENT  OVER 
$20QOOO,OOOON 
AIR  AND  WATER 
QUALITY  CONTROL. 


IN  FACTYOUD  BE  BETTER 
OFF  IN  A  MODERN 
STEEL  PLANT  THAN 
YOU  ARE  RIGHT  NOW. 


WHO  SAYS  ita  NOT    ^r\^ 
(HACK)CGASP)      (  ) 


WELL  OFF  ?(6NORT; 


I  WONDER  IF  ANY- 
BODY WILL  EVER  DO 
ANYTHING  ABOUT 
COOKOUT  CONTROL? 


(USS)  United  States  Steel 


FORBES.  AUGUST  IS,  1968 


Forbes 


Editor:  James  W.  Michaels 

Art  Director:  Ed  Wergeles 

Executive  Editor:  Dero  A.  Saunders 

Senior  Editors:   Harold  Lavine,  James  Cook,  Richard 

Phalon,  Ruth  A.  Meyer 

Associate  Editors:   Robert  J.  Flaherty,  Wayne  Welch 

Start  Writers:  Thomas  J.  Gilgut,  Henry  Neiger,  Geoffrey 

Smith,  Howard  Rudnitsky,  Art  Detman  Jr.,  David  Pauly, 

Thomas  Stevenson 

Statistical  Department:  Ed. tor,  Donald  E.  Popp;  Edward 

Sakalian,  Jerome  D.  Fischer 

Reporters:  Edward  Riner,  Louis  Licht,  Edward  Dalski, 

Walter   Rogers,    Robert   Kearns,   V.   Judith   Bowman, 

Manfred  Riedel 

Editorial  Researchers:  Chief,  Clothield  Spencer;  Marsha 

Beckerman,    Janet   Drachman,    Betty   Franklin,    Janet 

Hirschen,   Jeremy  G.   Warner,    Ronnie  Sue   Nemens, 

Vivienne  Whitson. 

Art    Department:    William    E.    Galbreath,    Assistant 

Director;  Nicolette  Caliendo,  Renee  A.  Lee,  Suzanne 

Rinas 

Los    Angeles    Bureau:    Stephen    Quickel,    Manager; 

Ellen  Melton.  Alvin  A.  Butkus 

Washington  Bureau:  Peter  Weaver,  Manager;  James 

Flanigan,  Florence  Summers 

Special  Reports  Editor:  Joseph  Carter 

Columnists:  Heinz  H.  Biel,  George  J.  Henry,  Lucien  0. 

Hooper,  Sidney   B.   Lurie,  John  W.  Schulz,   Raphael 

Yavneh 

Production  Manager:  John  J.  Romeo; 

Assistant,  Stephen  F.  Grogin 

Advertising,  Sylvia  Schwartz 

Librarian:  Dolores  Angevine 


President:  Malcolm  S.  Forbes 

Publisher:  James  J.  Dunn 

Administrative  Vice  President:  Leonard  H.  Yablon 

Secretary-Treasurer:  G.  Weiner 

Vice  President — Business:  Leslie  C.  Quick  Jr. 

Vice  President— Circulation:  Richard  E.  Kline 

V«e  President:  Wallace  F.  Forbes 

Controller:  Joel  B.  Redler 

Director,  Special  Activities:  Lawrence  J.  McKearney 

Director  of  Sales  Promotion:  Wm.  Donald  Garson 

Director  of  Circulation  Promotion:  George  Casey 

Advertising  Representatives: 

New  York:  60  Fifth  Ave.  10011 

Raymond  P.  Murray,  Mgr. 

Stephen  G.  Nicoll,  George  C.  Clissold 

Arnold  J.  Prives,  William  P.  Cooley, 

William  R.  Evans  Jr.,  Edward  G.  Ballard 

Chicago:  1829  Tribune  Sq. 

John  H.  W.  Rhein,  Mgr. 

F/ank  A.  Duffy 

Michael  C.  Shea 

Cleveland:  562  Hanna  Bldg. 

Donald  W.  Murk.  Mgr. 

Richard  L.  Harter 

Detroit:   1104  Penobscot  Bldg., 

R.  Clarke  Williams,  Mgr. 

los  Angeles:  711  S.  Vermont  Ave.,  Zunich 

&  Follansbee,  Inc. 

San  Francisco:  315  Montgomery  St.,  Zunich 

&  Follansbee,  Inc. 

Dallas:  LTV  Tower,  Donald  R.  Brown 

Mgr.  Subscription  Service:  T.M.  York 
60  Fifth  Ave.  New  York.  N.Y.  10011 


Paid  circulation  over  525,000 


Side  Lines 


FOUNDED   1917  BY  B.C.   FORBES  (1880-1954) 

FORBES,  AUGUST  15,  1968 


Blanketing  the  Scene 

Forbes  is  headquartered  in  New  York,  a  couple  of  express  subway  stops 
from  the  heart  of  Wall  Street,  but  we're  a  national  business  magazine.  We 
handle  this  problem  of  coverage  in  two  ways :  through  our  strategically  located 
editorial  bureaus;  and  by  keeping  our  New  York-based  staffers  constantly 
on  the  move.  The  contents  of  this  single  issue  will  give  you  an  idea  of  what 
we  mean. 

Rothmans,  a  Canadian  company  controlled  by  a  South  African,  has  invaded 
the  the  U.S.  beer  business;  Reporter  Ed  Riner  did  the  bulk  of  his  reporting 
for  the  story  (which  appears  on  page  63)  in  Toronto.  We  sent  Staff  Writer 
David  Pauly  to  Chicago  to  do  the  story  on  International  Harvester  which  leads 
off  this  issue;  Pauly  had  no  trouble  finding  his  way  around.  He  came  to  Forbes 
only  this  year  from  Chicago's  Daily  Neivs  where  he  worked  for  six  years. 
James  Flanigan  of  our  Washington  bureau  headed  to  Pascagoula,  Miss,  for 
the  shipbuilding  story  on  page  31;  he  also  did  research  on  the  story  around 
Washington.  Our  West  Coast  bureau  pitched  in  on  the  story,  too. 

The  longest  trip  for  this  issue  was  taken  by  Reporter  Manfred  Riedel.  He 
flew  to  Stuttgart,  Germany,  on  the  Daimler-Benz  story  (p.  33).  Riedel,  a  native 
of  Latvia,  did  have  some  difficulty  getting  to  see  Dr.  Zahn,  the  company's 
boss.  But  it  was  nothing  to  what  reporters  had  to  go  through  with  one  of 
Zahn's  predecessors,  an  oldline  German  autocrat  who  once  summoned  a  press 
conference  and  informed  the  assembled  journalists:  "My  name  is  Heinrich 
Wagner;  I  don't  read  any  newspapers.  The  conference  is  dismissed." 

While  all  this  was  going  on,  other  Forbes  reporters  and  editorial  staffers 
were  making  their  rounds  up  and  down  the  country  for  future  stories. 

Didn't  we  do  anything  at  all  around  Manhattan?  We  sure  did.  Much  of 
the  research  for  the  investment  feature,  "Back  to  Fundamentals?"  (p.  38) 
was  researched  on  Wall  Street;  but  Reporter  Robert  Kearns  and  Associate 
Editor  Wayne  Welch  also  visited  other  leading  money  centers.  In  one  of  them 
they  ran  into  the  cloak-and-dagger  atmosphere  that's  beginning  to  pervade 
many  performance  mutual  funds.  In  the  course  of  one  interview,  a  fund  man- 
ager  leaned  over  and  pulled  the  plug  on  Kearns  tape  recorder.  Kearns  took 
notes,  and  the  fundman  is  quoted  in  our  story;  but  he  appears  anonymously 
since  we  respected  his  request  that  he  not  be  quoted  directly. 

A  dozen  years  ago,  Forbes  saw 
a  need  and  moved  to  fill  it.  Before 
any  other  major  publication,  we 
were  impressed  by  the  potential 
of  the  mutual  fund  business, 
which  now  has  assets  of  nearly 
$50  billion  but  then  had  only  $4 
billion.  As  far  back  as  1953  we 
began  a  regular  column  on  mutual 
funds,  and  our  present  editor,  Jim 
Michaels,  had  as  his  first  assign- 
ment at  Forbes  the  developing 
of  Forbes  mutual  fund  coverage,  at  a  time  when  virtually  all  of  the  business 
press  ignored  the  funds.  In  1956,  recognizing  that  there  was  a  need  to  help 
business  people  compare  one  mutual  fund  with  another,  we  ran  our  first  reg- 
ular mutual  fund  survey.  We  have  been  running  them  once  a  year  ever  since. 
Why  only  once  a  year?  Because  we  feel  that  shorter-term  ratings  are  not  only 
confusing,  they  are  downright  misleading. 

Forbes  is  no  longer  the  only  publication  regularly  measuring  mutual  fund 
performance;  but  our  Consistency  Ratings  go  far  beyond  anybody  else  in 
measuring  the  quality  as  well  as  the  quantity  of  fund  performance.  With 
mutual  funds  increasingly  affecting  the  price  of  stocks  and  even  the  control 
of  companies,  the  survey  gives  businessmen  as  well  as  investors  a  handy  guide 
to  who's  who  and  how  much  among  the  profusion  and  confusion  of  a  pro- 
liferating industry.  ■ 


The 
Funds 

1968 


THE  DIAMOND  OF  HER  DREAMS 

at  investment  prices 


Buy  Diamond  Jewelry  direct  from  one 
of  America's  well  known  diamond 
cutters.  Pay  only  actual  market  price. 
We  refund  all  monies  unless  your 
own  appraisal  shows  value  V«  to  Vi 
higher. 

Over  5,000  dyles  $100  to  $100,000 


Send  for   FREE  80-PAGE  CATALOG 
|  EMPIRE  DIAMOND  CORP.,  DEPT.  46 


., 


Empire  State   Bldg.,   New   York,   N.Y.    10001 
NAME  


ADDRESS 


ZIP 


Fiberglass 


HATTERAS 

28,  31,  34,  38,  41,44,  45  and  SO  Ft. 
Motor  Yachts 


30  toot  fiboratati  Hattorct  Convertible 

The  Hatteras  is  the  only  yacht 
tested  and  proved  off  Cape 
Hatteras — graveyard  of  the 
Atlantic,  considered  by  veteran 
sailors  to  be  the  roughest  sea 
along  the  North  American  coast. 
The  Hatteras  hull  is  extremely 
seaworthv.  Write  for  the  name  of 
nearest  u<  For  portfolio  of 

color  literature,  enclose  $1.00. 

HATTERAS  YACHT  DIVISION 
NORTH  AMERICAN  ROCKWELL 

2179  Kivett  Drive 
High  Point,  N.  C.  27261 
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Trends 

&  Tangents 


BUSINESS 


Smiling  Through  the  Tears 

Anyone  who  thinks  Western 
Union  was  heartbroken  over  the 
calling  off  of  its  planned  merger 
with  Los  Angeles'  Computer  Sci- 
ences Corp.  (Forbes,  June  1)  had 
better  think  again.  Well  before  Un- 
iversity Computing  of  Dallas  made 
its  tender  offer  for  10%  of  WU's 
stock— a  bid  that  was  defeated  by 
the  merger  "agreement"  with  Com- 
puter Sciences— top  WU  officers 
were  saying  privately  that  they  were 
counting  on  rival  AT&T  to  prevent 
any  takeover  bid.  The  gambit  was 
that  AT&T  would  refuse  to  negotiate 
further  on  the  sale  of  its  TWX  net- 
work to  WU  if  any  serious  take- 
over bid  were  made.  Now  WU  man- 
agement can  point  out  to  future 
would-be  takeover  artists  that  pre- 
cisely that  happened. 

The  Leavings 

What  can  an  aircraft  company 
make  besides  airplanes?  Not  much, 
concludes  British  Aircraft  Corp., 
and  that's  why  they're  studying  the 
market  for  a  two-engine  mini-air- 
bus, capable  of  carrying  200  passen- 
gers on  short  runs  in  Europe.  The 
success  of  such  a  plane— designated 
the  311— could  well  mean  the  sur- 
vival of  BAC  as  a  builder  of  com- 
mercial jet  airliners;  BAC's  small 
twin-jet  111  model  has  been  passed 
in  sales  by  the  Boeing  737  and  Mc- 
Donnell Douglas  DC-9;  the  three- 
engine  airbus  market  has  been 
wrapped  up  by  Lockheed  and 
Douglas;  and  the  jumbo-jet  market 
already  belongs  to  Boeing.  So  the 
two-engine  mini-airbus  appears  to 
be  the  only  thing  left  over.  The 
catch  is  that  —  if  BAC  determines 
that  there  is  a  mini-airbus  market 
—  Lockheed  and  Douglas  could 
move  right  in.  Both  of  their  airbuses 
began  as  two-engine  models,  and 
could  be  modified  right  back  again. 
Yet  the  311  could  be  BAC's  last 
chance  in  the  jet  airliner  business. 

Where  Jay  Gould  Failed 

"They've  done  what  Jay  Gould 
failed  to  do."  says  one  Wall  Streeter. 
"They've  cornered  the  world  gold 
market."  That  may  be  hyperbole, 
but  it  is  true  that  Engelhard  Min- 
erals &  Chemicals  has  taken  over 


the  biggest  part  of  the  job  of  sup- 
plying gold  to  commercial  users, 
such  as  jewelers  and  computer  man- 
ufacturers. With  the  emergence  of 
the  two-tier  gold  system,  the  U.S. 
Treasury  completely  abandoned 
commercial  sales,  and  users  have 
been  forced  to  seek  gold  elsewhere 
at  a  higher  floating  rate.  In  the  past 
few  months,  companies  such  as 
American  Express,  Bache  &  Co., 
Chase  Manhattan  Bank  and  First 
National  City  Bank  have  become 
brokers  of  gold.  But  Engelhard  is 
the  biggest  fabricator  and  refiner 
of  gold,  and  this  could  be  important. 
"Industry  is  reaching  for  higher  gold 
purities,"  says  Engelhard  Executive 
Vice  President  Gilbert  Tugwell.  "If 
we  have  to  further  refine  lower 
grade  gold,  this  will  be  an  added 
advantage  over  brokers  like  Ameri- 
can Express  which  don't  have  re- 
fining facilities."  Meanwhile,  rumors 
are  circulating  that  Engelhard  is 
making  an  exclusive  arrangement 
with  the  South  African  government, 
which  controls  the  world's  largest 
gold  producers,  to  handle  the  out- 
put of  that  country.  "I  am  not  about 
to  confirm  or  deny  this  possibility," 
Tugwell  says.  "I  only  wish  I  could 
sav  that  we  had  the  contract." 
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If  you  plan  to  move,  let  us  know 
a  month  before  so  we  can  change 
your  address  and  keep  FORBES 
coming  to  you.  Attach  a  recent 
mailing  label  and  fill  out  your  new 
address  in  the  space  provided 
below. 


ATTACH  PRESENT 

MAILING  LABEL 

HERE 


New  Address: 


Name 


Address 


City 


State 


Zip 


Mail  to: 

Subscription  Service  Manager 

FORBES 

60  Fifth  Avenue 

New  York,  New  York  10011 
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READERS  SAY 


Those  "Talking  Rocks" 

Sir-.  I  must  request  that  you  correct  sev- 
eral mistaken  impressions  and  at  least  one 
error  of  fact  in  your  interview  with  me 
■boat  the  "far  out"  implications  of  space 
exploration  (Forbes,  July  1 ). 

The  error  of  fact  concerns  the  question 
of  sterilized  probes  of  Mars  and  the  Mar- 
tian environment.  As  I  told  your  reporter, 
sterilization  was  abandoned  by  NASA  dur- 
ing the  Moon  shots  because  of  technical 
difficulties,  but  it  is  still  a  very  definite  ob- 
jective of  Voyager,  the  Mars  unmanned 
landing  program. 

I  think  your  readers  should  be  warned 
not  to  take  "'talking"  rocks,  pools  or  dol- 
phins too  seriously.  I  obviously  did  a  very 
poor  job  of  trying  to  interest  your  reporter 
in  developing  the  problem  of  recocnition 
between  intelligent  living  systems,  one  like 
our  own  and  the  other  essentially  'un- 
knowable'" because  it  has  developed  from 
an  entirely  different  physico-chemical 
\  much  better  analog)  might  be  the 
communication  difficulties  between  alien 
human  cultures  right  here  on  Earth. 

1  am  alarmed  by  [the  implication  that] 
I  had  some  personal  animus  against  the 
Judeo-C'hristian  ethic.  [I  merely]  pointed 
Out  that  all  of  us  are  limited  or  conditioned 
1>\  our  cultural  upbringing  and  there  are— 
after  all— other  viewpoints;  we  did  briefly 
disc  uss  some  of  the  Eastern  religions  and 
earlier  pantheistic  faiths. 

—Ward  J.  Haas 
Short  Hills.  N.J, 

Guns,  Guns,  Guns 

Sir:  Such  [gun  registration]  legisla- 
tion (  Forbes,  July  I  )  is  blocked  by  a 
large  segment  of  our  population  who  be- 
lieve in  maintaining  our  freedom  and  in- 
dividual rights  as  set  forth  by  the  authors 
of  our  Constitution.  The  right  to  bear 
arms  in  our  own  protection  is  one  of  these 

rights. 

—James  C.  Wit  i v 

President, 

National  Management  &  Realty  Co. 

Phoenix,  Ariz. 

Sir:  Your  analogy  to  the  registration  of 
cars  and  being  licensed  to  drive  is  not  an 
appropriate  comparison.  The  registration 
of  cars  is  purely  a  revenue-producing  tax, 
and  there  is  no  intent  to  deny  car  owner- 
ship to  a  criminal  who  might  use  the  car 
in  commission  of  a  crime. 

— C.R.    Hoi. M AN 

Vice  President, 

PPC  Industries,  Inc. 

Pittsburgh,  Pa. 

Sir:  Recent  assassinations  occurred  in 
violation  of  existing  laws.  Enacting  more 
laws  will  make  no  change.  No  more  ef- 
fective Communist  action  could  be  taken 
than  the  one  they  are  promoting  now  of 
eliminating  guns  in  private  hands. 

—Clay   Bedford 

President, 

Kaiser  Aerospace  &  Electronics 

Oakland,  Calif. 

(Continued  on  page  84) 


Varo:  Part  of  the  defense  picture. 

vi 


The  war  in  Vietnam  has 
been  a  new  kind  of  war  for 
American  fighting  men. 

They  have  had  to  learn  how 
survive  in  one  of  the  most  rugged, 
primitive  spots  on  the  globe,  fighting  an  ene- 
my hard  enough  to  spot  during  daylight,  and 
invisible  at  night. 

What  a  tremendous  advantage  the  ability 
to  see  in  the  dark  would  be. 

That  advantage  became  a  reality  for  Amer- 
icans in  Vietnam,  thanks  to  the  heretofore 
secret  Starlight  Scope. 

The  Starlight  Scope,  a  passive  night  vision 
device  which  requires  no  external  infrared 
light  source,  functions  by  intensifying  what- 


^Bf  ever  light  is  available.  And 

^■■r  jt  even  wor|(S  on  moonless, 
starless  nights. 
As  a  rifle  scope,  it  has  enabled 
the  modern  infantryman  to  fire  with 
deadly  accuracy  from  the  safety  of  darkness. 
This  is  only  one  of  many  significant  military 
programs  to  which  Varo  contributes  a  growing 
leadership  in  design  and  manufacturing  capa- 
bilities. This  kind  of  leadership  is  reflected  in 
all  of  the  product  lines  throughout  Varo. 

For  a  detailed  picture  of  where  the  company 
has  gone  and  what  it  has  done  since  its  incep- 
tion in  1 946,  write  for  our  annual  report.  Ad- 
dress your  request  to  Public  Relations,  De- 
partment F-2. 


© 


VARO 


Varo.  Inc..  Executive  Office,  Garland  Bank  &  Trust  Bldg., P.O.Box  41 1,  Garland,  Texas  75040 


This  announcement  is  under  no  circumstances  to  be  construed  as  an  offer  to  sell  or  as  a  solicitation  of  an  offer 
to  buy  any  of  these  securities.  The  offering  is  made  only  by  the  Prospectus. 


July  31,  1968 


770,700  Shares 

Zale  Corporation 


Common  Stock 

(Par  Value  $1  Per  Share) 


Price  $41  per  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which  this  announcement  is  circulated  from  only 
such  of  the  undersigned  or  other  dealers  or  brokers  as  may  lawfully  offer  these  securities  in  such  State. 


Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated 

The  First  Boston  Corporation 


Eppler,  Guerin  &  Turner,  Inc. 

Goldman,  Sachs  &  Co. 


Drexel  Harriman  Ripley    Eastman  Dillon,  Union  Securities  &  Co.    Glore  Forgan,  Wm.  R.  Staats  Inc. 

Incorporated 

Hornblower  &  Weeks-Hemphill,  Noyes  Kidder,  Peabody  &  Co.  Lazard  Freres  &  Co. 

Incorporated 

Lehman  Brothers  Loeb,  Rhoades  &  Co.  Paine,  Webber,  Jackson  &  Curtis 


Salomon  Brothers  &  Hutzler 
Wertheim  &  Co. 


Smith,  Barney  &  Co. 

Incorporated 

White,  Weld  &  Co.  Dean  Witter  &  Co 


Stone  &  Webster  Securities  Corporation 
Paribas  Corporation 
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We  can't  control 
everything* 


FORBES,  AUGUST  15,  19 


'With  all  thy  getting  get  understanding' 


Fact  and  Comment 


AWAY  WITH  YOU 


As  we  begin  to  run  out  of  summer,  it's  high  time  that 
those  who  haven't  taken  off  do  so.  Whether  it's  only  for 
a  long  weekend  or  for  two  or  three  or  four  weeks  at  a  clip, 


vacation  and  the  change  it  represents  is  a  first  requisite  for 
the  effective  functioning  of  'most  all  of  us. 
If  you  have  not  yet  gone  away,  git! 


UP  IN  THE  AIR 


Among  about  50  million  other  problems,  the  airlines 
these  days  are  having  an  awful  time  getting  their  planes 
out  of  the  air  once  they  sweat  out  the  long  wait  to  get  into 
it.  The  slowdown  by  traffic  controllers  has  dramatically  ag- 
gravated an  already  serious  problem. 

Exempting  the  Federal  Aviation  Administration  from 
personnel  reductions  is  but  a  tiny  step  in  the  right  direction. 
Until  thousands  of  more  square  miles  of  concrete  are  poured 
for  additional  airports,  the  biggest  single  help  would  come 
from  rescheduling  much  traffic  to  less  "popular"  hours.  Since 
the  controllers  are  making  a  mockery  of  printed  schedules 
anyway,  wouldn't  it  be  a  good  time  for  intelligent  airline 
managements  to  do  the  job  themselves'J 

Needed  new  airports  can  be  had  when  the  Feds  and 
assorted  Authorities  stop  trying  to  put  them  in  urban,  near- 
er-downtown areas.  Put  them  out  of  urbania  and  use  rapid 
rail  transit  to  get  to  city  hearts. 

'    While  on  the  subject.  I  think  it  is  great  that  the  super- 
sonic transport  is  being  delayed. 

The  reason  may  be  money,  but  an  even  better  reason  is 
the  fact  that  there  is  as  yet  no  audible  progress  in  reducing 
noise  from  the  jet  engines,  and  no  breakthrough  on  the 
SST's  sonic-boom  problem.  To  watch  jet-fuel  pollution  pour 
out  of  the  sky  as  our  big  planes  go  up  and  come  down  is 
also  disheartening  to  those  who  think  there  should  be  more 
to  life  than  flying  a  bit  faster  from  one  place  to  another. 

How  people  can  be  bullish  about  airline  stocks  escapes 
me  right  now. 

The  very  vastness  of  their  new  equipment-financing  prob- 
lems is  almost  incomprehensible.  The  technical  problems 


of  the  present  and  future  equipment  have  already  been 
alluded  to.  The  lack  of  ground  facilities  spells  further  delay, 
further  costs  and  further  headaches  for  the  carriers.  Their 
costs  are  rising  more  rapidly  than  their  income. 

Incidentally,  if  fly  you  must,  I  can  certainly  recommend 
the  food  on  American  Airlines.  The  skies  of  United  may  be 
friendly,  but  their  cooks  are  not.  Perhaps  Mr.  Keck  should 
arrange  with  American's  President  George  Spater  to  send 
his  food  handlers  to  the  latter's  cook  school. 

And  while  on  the  subject  of  airlines  and  their  infinite 
headaches,  I  thought  you'd  like  to  know  how  much  money 
Braniff  had  to  shell  out  on  its  much-publicized  program  to 
pay  every  passenger  a  buck  on  flights  that  were  more  than 
15  minutes  late— so  far  $116,000  worth  of  such  chits  have 
been  redeemed.  The  airline  was  either  shrewd  or  lucky  or 
maybe  a  bit  of  both  because  it  planned  only  a  three-month 
experiment  (April,  May  and  June).  The  current  avalanche 
of  delays  didn't  get  under  way  until  July,  and  President 
Lawrence  had  discontinued  the  pay-out  plan  when  the  ex- 
perimental 90  days  were  up. 

He  was  smarter  to  stop  it  than  he  was  in  starting  it. 
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CALLING  ALL  COMPUTERS 


The  New  York  Stock  Exchange  and  the  Securities  &  Ex- 
change Commission  don't  seem  to  see  eye  to  eye  on  several 
policy  matters  of  great  consequence  to  the  member  firms, 
but  surely  on  one  very  critical  matter  there  must  be  unanim- 
ity—the pressing  need  to  eliminate  the  physical  transfer  of 
every  stock  certificate  with  every  sale. 

It's  nutty  in  this  day  of  electronic  wizardry,  push-button 
consoles,  instant  prices  and  computers  still  to  be  in  the 
horse-and-buggy  age  about  evidence  of  stock  ownership. 

It  would  seem  to  this  simple-minded  soul  that  there  are 
many  feasible  methods.  Couldn't  actual  corporate  stock 
certificates  be  on  file  in  a  central  clearing  house,  perhaps 


under  SEC  or  Stock  Exchange  operation,  and  remain  there 
while  computer  cards  with  proper  ticks  or  thumb  prints  or 
toe  prints  or  voice  prints  changed  hands  automatically,  much 
like  checks  and  credit  card  charges?  At  the  end  of  the  day 
the  firms  simply  feed  their  cards  into  central,  the  lights  go 
on,  the  gadgets  go  and  the  entries  are  made.  Little  rockets 
can  go  off  when  some  stock  certificate  gets  punched  too  often 
and  is  confused;  then  some  computer  mechanic  can  straight- 
en the  whole  thing  out.  Some  progress  on  daily  settlements 
between  firms  is  being  made,  without  a  full  shuffle  of  all 
the  paper,  so  that's  encouraging. 

Possibly  far  more  difficult  to  get  done  in  a  hurry  are 
changes  in  the  law  which  would  permit  such  punched  cards 
where  evidence  of  ownership  is  required.  Yet  I'll  bet  even 
a  lot  of  this  could  be  accomplished  by  orders  from  the 
SEC,  the  Treasury  Department  and  the  President. 

One  thing  is  sure.  The  present  system  doesn't  work  and 
we  are  not  such  boobs  that  we  cannot  devise  a  better  one. 
All  it  needs  is  some  leadership  in  tackling  the  job,  and 
the  NYSE's  dynamic  new  president,  Robert  W.  Haack,  can 
doubtless  provide  that. 


BANG!    (POST  MORTEM) 


If  letters  could  kill,  I'd  sure  as  shooting  be  as  dead  right 
now  as  effective  gun-registration  legislation  is  dead  in  the 
Congress. 

Here  recently  I  wrote  in  support  of  a  law  that  would  re- 
quire the  registering  of  firearms  and  the  licensing  of  users. 
The  editorial  concluded  with  these  three  questions: 

"Who  is  it  that  blocks  such  legislation? 

"Why  do  they  block  it? 

"How  are  they  able  to  stop  it?" 

Boy,  I  got  the  answers! 

To  date  123  letters  of  varying  degrees  of  vehemence- 
including  four  subscription  cancellations— have  set  forth 
the  case  of  those  opposed  to  such  a  measure.  Most  of  these 
letters  were  from  men  of  responsibility  in  business,  includ- 
ing a  number  of  corporate  heads. 

Those  against  such  legislation  have  a  genuine  sense  of 
outrage  at  what  they  feel  would  be  a  limitation  of  their 
individual  freedom.  Equally,  they  feel  that  guns  in  the 
hands  of  the  citizenry  are  a  valuable  safeguard  should  do- 
mestic Communists  ever  attempt  to  take  over  the  Govern- 
ment by  force.  In  the  opinion  of  many  of  the  letter  writers, 


the  first  thing  a  dictator-minded  Government  would  do,  if 
they  knew  who  had  guns  and  where  they  were,  would  be 
to  confiscate  them.  Most  make  the  point  that  the  fact  of  gun 
registration  has  not  cut  down  the  incidence  of  criminal  gun 
use  in  such  very  strict  gun-law  towns  as  New  York. 

While  I  personally  am  not  persuaded  by  the  rationale, 
it  certainly  has  been  made  very  clear  who  it  is  that  blocks 
such  legislation,  why  they  do  it  and  how  they  do  it.  By 
exerting  the  rights  of  free  citizens  to  be  heard,  by  feeling 
strongly  and  expressing  themselves  unequivocally  to  all  who 
might  have  a  hand  in  legislation,  those  opposed  to  stronger 
gun  laws  continue  to  succeed  in  blocking  such  bills  even 
though  the  polls  show  89%  of  the  citizenry  favor  passage. 

If  there  is  anything  the  rest  of  us  should  learn  from  this 
experience,  it's  the  enormous  effect  that  individual  citizens 
can  have  if  they  raise  their  voices  and  write  as  they  feel 
to  those  who  make  our  laws. 

SELF-SYMPATHY 

Hoarding  one's  hurts  hurts  only  the  hoarder. 


-Malcolm  S.  Forbes, 

Editor-in-Chief 


Man      Woman 


Food 


The  last  is  our  corporate  symbol. 
It  stands  for  diversified  growth  .  .  . 
which  makes  possible  the  production 
of  more  and  better  food :  over  200 
million  pounds  of  poultry;  a  million 
tons  of  animal  feed;  almost  half  a 


billion  eggs;  and  about  80  million 
bushels  of  processed  soybeans,  most  of 
which  is  transformed  into  products 
that  help  multiply  T-bones,  drumsticks 
and  pork  chops,  squeeze  out  more 
milk  and  pop  out  more  eggs— all  at 


less  cost  to  you  and  the  farmer. 
We  produced  and  marketed  all 
this  food  last  year — enough  to  serve 
every  man,  woman  and  child  in  the 
U.S.A.  a  belt-busting  Sunday  dinner. 


That's  why  we're  called  The  Foodpower  People 

4&  Central  Soya 


The  FOODPOWER  People 

Fort  Wayne,   Indiana 


A  UNIQUE  GROWTH  ORGANIZATION  SERVING  AGRICULTURE 
AND  INDUSTRY  THROUGH  SOYBEAN  PROCESSING, 
FEED  MANUFACTURING,  POULTRY  MARKETING, 
GRAIN  MERCHANDISING  AND  SOYBEAN  CHEMURGY. 
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How  can  Marathon  scientists 
"produce"  the  same  oil 
from  the  same  field 
over  and  over  again? 

And  how  does  that 
make  us  more  efficient? 

An  oil  reservoir,  deep  underground,  can  be  pretty  complex. 
It's  a  real  challenge  to  devise  the  best  drilling  and 
production  program  for  recovering  the  most  oil  at  lowest  cost* 
Scientists  at  our  Denver  Research  Center  have  developed 
a  high  degree  of  sophistication  in  one  of  the  most  advanced 
techniques  for  solving  the  problem. 

First  they  feed  all  pertinent  data  into  a  special  computer 
system  to  recreate  the  oil  reservoir  in  mathematical  terms. 
Then  they  experiment  with  this  mathematical  model, 
applying  a  series  of  drilling  and  production  programs. 

The  goal?  To  find  out  which  does  the  best  job  of  bringing  up 
the  oil.  The  result?  We  produce  more  oil  more  efficiently.  It's 
one  of  many  ways  science  contributes  to  Marathon's  growth. 


MARATHON  OIL  COMPANY 

FIMOLAV    OHIO 


MOVING  AHEAD-IN  EXPLORATION  •  PRODUCTION  •  TRANSPORTATION  •  REFINING  •  MARKETING  •  RESEARC 
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Forbes 


Now  for  the  Bottom  Line 

Though  he  doesn't  minimize  the  problems,  International  Harvester's  new 
president  thinks  the  company  can  be  made  as  profitable  as  it  is  undeniably  big. 


International  Harvester  Co.'s  roots 
go  back  to  Cyrus  Hall  McCormiek, 
inventor  of  the  reaper.  So  do  those  of 
Brooks  McCormiek,  Ill's  new  (since 
last  month)  president.  In  fact.  Brooks 
>rmick  is  not  only  a  great-grand- 
nephew  of  old  Cyrus,  he  is  also  a  great- 
grandson  of  William  Deering,  whose 
Deering  Harvester  Co.  merged,  under 
the  auspices  of  J.  P.  Morgan  and 
George  F.  Baker  in  1902,  with  Mc- 
Cormiek Harvesting  Machine  Co.  to 
form  today's  International  Harvester. 

No  longer  do  the  McCormicks  con- 
trol Harvester;  Brooks  and  his  imme- 
diate family  own  less  than  \"  of  the 
Stock.  With  1967  sales  of  $2.5  billion 
and  Operations  spanning  the  globe  in 
three  major  industries  I  farm  ma- 
chinery, trucks  and  construction  equip- 
ment), the  company  is  far  too  big  for 
a  single  family  to  control.  But  family 
pride  as  well  as  the  challenge  of  the 
job  is  involved  tor  Brooks  McCormiek 
in  his  new  post. 

The  Challenge 

Under  Harry  ().  Bereher,  Harvester's 

chairman  and  still  its  chief  executive 
officer,  the  huge  and  sometimes  cum- 
bersome company  has  made  tremen- 
dous progress.  But  its  profit  showing 
remains  below  average:  For  fiscal  1967 
(ended  Oct.  31),  the  company  earned 
only  8.52  on  stockholders'  equity,  as 
compared  with  an  average  of  12.1%  for 
the  414  companies  covered  in  Founts 
1968  Annual  Report  on  American  In- 
dustry.  Moreover,  1967  earnings  were 
down'  14?  (to  $3.31  a  share)  from  the 
year  before,  and  tumbled  a  further  34% 
to  SI.  13  a  share  in  the  first  half  of  fiscal 
1968.  International  Harvester's  return 
on  equity  has  averaged  only  8.8%  over 
the  last  five  years  as  compared  with 
much  higher  figures  for  its  main  com- 
petitors: 23.1%  for  Caterpillar  Tractor, 
14.8%  for  White  Motor  and  12.2%  for 
Deere  &  Co. 

McCormiek  and  Bereher  have  made 
it  clear  that  they  intend  doing  some- 
thing about  the  situation.  "The  first 
thing  that  we're  all  aware  of,"  McCor- 
miek says,  "is  the  fact  that  individual 
companies  in  one  or  more  of  the  same 
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Slow  Turn.  It  takes  a  long  time 
to  turn  around  a  company  as  big 
as  International  Harvester.  Says 
President  Brooks  McCormiek 
(below),  new  No.  Two  to  Chair- 
man Harry  Bereher  (above): 
"You  decide  to  attack  a  new 
market.  It  takes  a  year  to  de- 
velop the  organization,  five 
more  to  bring  out  the  product." 


lines  we're  in  have  earned  a  better 
return  than  we  have."  What  kind  of 
a  return  does  McCormiek  have  in  mind 
for  Harvester?  "We  certainly  won't 
rule  out  15%  as  a  goal,  but  we'll  have 
to  get  to  12%  first,"  he  says.  At  12%, 
Harvester  would  earn  close  to  $5  a 
share  on  its  book  value  of  $40;  at  15%, 
it  would  earn  $6. 

Housekeeping 

Trying  to  get  better  profitability, 
Harvester  has  done  a  lot  of  what  Mc- 
Cormiek likes  to  call  "housekeeping" 
both  in  the  U.S.  and  abroad.  Ineffi- 
cient and  unprofitable  plants  have 
been  closed  down— including  the  fa- 
mous McCormiek  Works  in  Chicago 
and  two  other  sizable  farm  equipment 
operations  in  the  Midwest. 

Recently,  too,  Harvester  has  become 
a  good  deal  less  volume-minded.  Last 
December,  after  taking  persistent  loss- 
es in  Brazil  because  of  devaluations, 
Harvester  abandoned  the  truck  mar- 
ket there  and  sold  its  factory  to  Chrys- 
ler Corp.  "When  we  went  into  Brazil, 
the  cruzeiro  was  67  to  the  dollar," 
McCormiek  says.  "Today  it's  2,400  to 
the  dollar.  It  stabilized  at  2,400,  but 
by  that  time  we  were  broke.  Now  our 
Latin  America  business  looks  a  good 
deal  more  prosperous,  on  a  smaller 
basis,  than  it  has  for  some  years." 

Harvester  is  trimming  fat  from  its 
overhead.  The  farm  equipment  divi- 
sion has  cut  the  number  of  its  district 
sales  offices  from  36  to  27  in  the  past 
four  years.  "We  still  have  the  same 
number  of  salesmen  in  the  field,  but 
we've  cut  out  the  office  managers  and 
the  secretaries,"  McCormiek  says.  "The 
truck  division  is  now  starting  to  do 
the  same  thing." 

Under  Bereher,  McCormiek  points 
out,  "there  has  been  an  increased 
emphasis  on  bringing  up  younger  peo- 
ple in  the  company.  There  bas  also 
been  more  emphasis  on  the  business 
school  graduate  and  technically  trained 
people.  The  heads  of  our  three  main 
divisions  are  47  years  old  or  less." 

New  products  have  been  developed 
in  all  major  lines:  There  is  the  Scout, 
a  highly   successful   jeep-like   vehicle 
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that  looks  smart  enough  to  be  used  as 
a  car,  there  are  tractors  for  mowing 
lawns  and  clearing  snow  in  suburbia 
and  there  are  rubber-tired  bulldozers. 

"It  takes  years  to  do  some  of  these 
things,"  says  McCormick,  "and  I  don't 
know  if  we're  going  to  hit  15%  fast 
enough.  But  we've  taken  some  very 
significant  steps  in  that  direction."  Mc- 
Cormick thinks  that  growth  will  take 
care  of  some  of  the  market  problems. 
Farm  equipment  sales  (37%  of  IH's 
total)  must  inevitably  grow  in  the 
years  ahead,  McCormick  says,  to  help 
feed  the  world's  rapidly  growing  pop- 
ulation. He  points  to  the  progress  of 
Harvester's  joint  venture  in  India 
as  an  example.  "They're  lining  up  to 
buy  our  tractors.  You  might  ask  'Who's 
got  the  money  over  there  to  buy  these 
things?'  But  these  people  have  to  have 
this  equipment  to  survive.  I  don't 
know  how  to  put  a  circle  around  it 
[farm  equipment]  and  say  that's  the 
outer  limit  to  which  we  expand." 

Trucks  (44%  of  sales)  are  a  "mature" 
business,  McCormick  concedes,  "but 
even  if  sales  only  grow  4%,  5%  or  6% 
a  year,  you're  still  selling  a  lot  of 
trucks."  Harvester  has  traditionally 
held  about  33%  of  the  heavy-truck 
market,  but  weakness  in  light  trucks, 
where  General  Motors,  Ford  and 
Chrysler  are  dominant,  has  kept  its 
total  market  share  around  10%.  "We've 
got  to  hold  our  share  of  the  heavy- 


truck  market  and  do  a  better  job  on 
the  light  side,"  says  McCormick.  This 
won't  be  easy.  IH  actually  has  been 
losing  some  of  its  market  for  door-to- 
door  delivery  trucks  to  light  vans  such- 
as  those  recently  brought  out  by  Ford 
and  Volkswagen.  "We  have  yet 
found  a  way  to  come  up  with  ,  jo- 
nomical  light  van,"  McCormick  admits. 

"The  construction  equipment  divi- 
sion [13%  of  sales],  I  suppose,  has  the 
most  potential  growth  for  us,"  McCor- 
mick says.  "If  we  did  twice  as  well, 
we  wouldn't  be  remarkable.  We've 
got  a  pathetically  small  part  of  the 
market."  Harvester  may  be  No.  Two 
in  this  business,  but  if  so,  it's  a  very 
distant  No.  Two  to  Caterpillar.  Frank- 
ly, construction  equipment  has  been 
neglected  at  Harvester.  The  business 
began  as  an  appendage  of  farm  equip- 
ment, and  only  in  the  1960s  has  IH 
made  a  real  effort  to  catch  Cat.  Sales 
rose  from  $206  million  in  1961  to  $337 
million  last  year.  A  new  line  recently 
introduced  will,  hopefully,  increase 
market  share. 

At  51,  McCormick  is  going  to  have 
a  real  chance  to  show  what  he  can  do. 
Chief  Executive  Bercher,  at  61,  is  four 
years  away  from  retirement,  and  Mc- 
Cormick is  his  logical  successor.  De- 
spite his  charter  membership  in  Chica- 
go's business  and  social  establishment, 
McCormick  was  never  unwilling  to 
get  his  hands  dirty.  He  is  steeped,  not 


only  in  Harvester's  history,  but  in  near- 
ly all  facets  of  its  business.  He  started 
working  there  immediately  after  his 
graduation  from  Yale  in  1940  ("I  never 
thought  of  working  for  any  other  com- 
pany"), worked  as  a  factory  inspector, 
a  farm  machinery  salesman,  plant 
superintendent,  district  manager  (in 
Kansas  City  and  Dallas)  and  headed 
the  big  British  subsidiary  until  1954. 
By  the  time  he  was  elected  executive 
vice  president  in  1957,  Brooks  Mc- 
'Cormick  was  familiar  with  sales,  manu- 
facturing and  international  operations. 

Unlike  a  good  many  companies 
these  days,  Harvester  does  not  try  to 
hide  its  troubles  with  fancy  bookkeep- 
ing. It  is  in  cyclical  businesses,  and  sees 
no  reason  to  hide  this  fact  from  its 
stockholders.  But  it  also  is  in  growing 
businesses,  and  McCormick  and  Berch- 
er fully  expect  to  turn  this  growth  into 
long-range  profit  improvement.  "We 
are  impatient,"  McCormick  says.  "We 
are  dissatisfied.  We  are  aggressively 
seeking  ways  to  bring  up  the  earnings. 
If  we're  half  as  successful  as  we  dream, 
I  don't  think  you're  going  to  recognize 
the  old  girl  in  1978." 

Meanwhile,  McCormick  predicts 
somewhat  better  news  for  stockholders 
in  the  fourth  quarter,  ending  Oct.  31. 
Not  enough  to  cancel  out  the  first-half 
dip,  but  enough,  Forbes  estimates,  to 
keep  fiscal-year  earnings  at  about 
$2.50  a  share.  ■ 


l\IG\A/     I  PICKS/  Armour  Pulls  a  Jim  Ling— but  Gets  Bluhdorn-ed 


You  can't  teach  an  old  dog  new  tricks, 
right?  Especially  when  the  dog— if 
you'll  pardon  the  expression— is  a  Chi- 
cago meat  packer.  Definitely  wrong. 
Tradition-steeped  Armour  &  Co.,  which 
has  to  struggle  to  earn  1%  of  sales  and 
8%  on  equity,  just  proved  it  has  learned 
something  about  modern  corporate  life. 
It  has  been  such  a  good  pupil,  in 
fact,  that  it  has  apparently  successfully 
pulled  a  favorite  Jim  Ling  tactic:  re- 
deployment of  assets. 

William  Wood  Prince,  trustee  of 
the  Chicago  stockyard  fortune  and 
Armour's  chiei  executive  for  11  years, 
pulled  oil  his  coup  in  two  steps.  1): 
Last  month   h  d  of  his  trou- 

bled, capital  hungr)  domestic  fertilizer 
business  to  30  million. 

With  this  easli  in  Armour's  pocket, 
Prince  this  month  mler  offer 

to  buy  20%  of  Armour's  stock  for  $75 
million.  2):  He  en  iblic  mar- 

ket for  the  most  glan  iart  of  his 

business.  He  gave  \i  ockholders 

the  right  to  bin  185  ol  the  stock  of 
Armour-Dial,  Inc.  ( Dial  soap,  sham- 
poo, deodorant,  pizza  aimed 


18 


meats,  pet  food  and  ethical  drugs, 
with  1967  sales  of  $183  million,  profits 
of  $12  million. 

The  new  capitalization  automati- 
cally increases  Armour  per-share  earn- 
ings by  25%  in  future  years.  The  sale 
of  Armour-Dial  stock  brings  in  $33 
million  to  pay  off  that  company's  debt 
and  increase  its  working  capital.  It 
also  puts  a  definite  market  value  on 

Prince  of  Armour 


Armour's  remaining  Armour-Dial  hold- 
ings—$156  million,  nearly  $26  an  Ar- 
mour share.  Existence  of  the  market- 
able security  should  give  Armour  ad- 
ditional borrowing  power.  And  last, 
but  by  no  means  least,  it  will  give 
independence  and  incentive  to  the 
managers  of  the  most  dynamic  division. 
But  at  month's  end  one  potential 
problem  remained.  Conglomeratist 
Charles  Bluhdoin's  Gulf  &  Western  In- 
dustries holds  nearly  10%  of  Armour's 
stock.  Prevented  from  taking  over  Ar- 
mour by  the  Justice  Department,  G&W 
refused  nevertheless  to  tender  its  stock. 
Instead,  Bluhdorn  arranged  to  offer  it 
to  another  financial  empire  builder, 
Richard  C.  Pistell  of  General  Host 
Corp.,  a  New  York-based  food  and  res- 
taurant company.  If  General  Host  ex- 
ercises its  options,  it  will  own  750,000 
shares,  some  12.5%  of  the  shares  Ar- 
mour will  have  outstanding  after  the 
tender  offer.  Which  could  mean  that 
William  Prince  tidied  up  Armour's 
capital  structure  only  to— in  the  end- 
lose  control  of  the  company.  Time  will 
tell.   ■ 
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Don't  Look  Back,  Federated 

A  newcomer  called  Dayton  Corp.  is  gaining  on  you. 


For  years  Federated  Department 
Stores  was  by  far  the  most  profitable 
U.S.  department  store  group.  No  long- 
er. Much  smaller  Dayton  Corp.  ( 1967 
sales  S306  million  OS.  Federated's  Sl.T 
billion ) ,  unknown  on  the  national  re- 
I  tailing  scene  as  recently  as  1962,  has 
come  up  fast.  Dayton  still  trails  Fed- 
erated in  return  on  sales.  But  last  year 
Dayton,  in  part  due  to  its  greater  debt 
leverage,  passed  Federated  in  return 
on  equity.  Federated's  return  last  year 
Iras  15.8?,  much  better  than  R.  H. 
Macy's  13.42,  but  Dayton's  was  17.8%. 
Dayton's  showing  was  all  the  more 
astonishing  in  that  in  1962  its  return 
was  less  than  5%. 

Dayton  went  public  only  last  Oc- 
tober, but  it  has  been  in  business  since 
1902,  when  George  D.  Davton  bought 
a  downtown  Minneapolis  building 
whose  ground  floor  housed  a  dry-goods 
store.  Dayton  expanded  it  into  a  flour- 
ishing department  store  bv  the  time 
he  died  in  1938. 

His  two  sons  expanded  the  business 
still  further.  By  1950  the  third  genera- 
tion inherited  the  largest  department 
store  in  Minneapolis,  tlien  producing 
sales  of  $64  million  a  year,  and  cur- 
rently producing  twice  as  much  as 
either  of  its  two  principal  competitors, 
Allied's  Donaldson's  and  Associated 
Dry  Good's  Powers.  Dayton's  first 
branch,  established  in  1954,  became 
the  leading  store  in  nearby  Rochester, 
Minn.  Its  two  other  branches  in  the 
Twin  Cities  area  are  growing  steadily 
and  earning  good  money. 

The  stores  had  made  the  Dayton 
family  one  of  the  wealthiest  pillars  of 
the  Twin  Cities  establishment,  re- 
spected and  powerful.  Yet  the  six 
grandsons  of  George  D.  Dayton  were 
worried.  Says  Kenneth  Dayton,  now  46 
and  executive  vice  president:  "We  had 
been  able  to  grow  much  faster  than  the 
community  and  get  a  tremendously 
high  share  of  the  market— 202— but  we 
realized  that  over  the  long  haul  we 
couldn't  grow  any  faster  than  the  pop- 
ulation of  Minneapolis."  Adds  Bruce 
Dayton,  49,  who  is_ president:  "We 
could  have  sweated  it  out  for  our  gen- 
eration probably,  but  let's  face  it,  the 
local  department  store  is  a  dying  breed 
of  cat.  and  we  didn't  want  to  be  among 
the  last  of  them  to  go." 

Double  Trouble 

The  threat  to  the  independent  de- 
partment stores  was  double:  The  big 
national  chains  were  gobbling  up  the 
best  of  the  family-owned  independents 
at  a  rapid  rate,  and  new  competition 
was  arising  from  the  discounters.  The 
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Daytons  could  have  sold  out— to  Feder- 
ated, among  others— but  they  wanted 
to  keep  the  family  flag  flying. 

The  only  alternative  was  to  expand 
beyond  the  Twin  Cities— in  other 
words,  go  national.  For  a  company  as 
small  as  Davton,  that  may  have  seemed 
a  rash  decision,  but  Dayton's  very 
smallness  gave  it  one  great  advantage. 
The  established  national  retail  chains 
were  hampered  by  the  Federal  Trade 
Commission  in  making  new  acquisi- 
tions. Dayton,  local  and  family-owned, 
was  free  to  grow  any  way  it  chose. 

Dayton  had  a  cash  flow  of  S15  mil- 
lion a  year.  With  very  little  debt,  it 
had  a  sizable  untapped  borrowing  ca- 
pacity. And  the  Dayton  brothers  had 
no  hesitancy  about  trading  family  stock 
for  acquisitions. 

The  problem  was  in  which  direc- 
tions to  expand.  "We  recognized  that, 
in  order  for  us  to  grow,  we  would  have 
to  consider  ourselves  in  the  retail  busi- 
ness, not  just  in  the  department  store 
business,"  says  Bruce  Dayton. 

Like  Allied,  Kresge,  Federated  and 
L.  S.  Ayers  before  them,  the  Daytons, 
therefore,  moved  into  discounting— but 
in  their  own  special  way  (see  caption). 
At  the  same  time  they  also  moved  into 
what  they  considered  an  overlooked 
growth  area  in  retailing:  the  single- 
product  stores  (drug,  book,  shoe,  jew- 
elry ■)  that  line  the  parking  lots  and 
malls  of  shopping  centers.  The  Day- 
tons  had  been  pioneers  in  dividing  de- 
partment stores  into  small  specialty 
shops  and  boutiques,  catering  to  spe- 
cialized tastes.  They  saw  no  reason  not 
to  extend  that  concept  by  setting  up 
a   national   chain   of  similar  shops   in 


shopping  centers.  Dayton  has  started 
building  chains  of  book  and  jewelry 
stores  and  is  contemplating  others. 

The  Daytons  expanded  both  exter- 
nally and  internally.  Using  788,435 
shares  of  stock  (now  worth  $54  mil- 
lion), they  bought  a  six-department- 
store  group  in  Oregon  and  Phoenix, 
Ariz.;  seven  specialty  book  stores  in 
southern  California;  and  an  elegant 
jewelry  store  in  San  Francisco. 

Internally,  Dayton  opened  two  more 
Dayton's  department  store  branches  in 
the  Twin  Cities  area;  five  specialty 
book  stores  of  its  own;  and  11  discount 
stores,  called  Target.  Target  is  now  the 
fastest-growing  division  in  Dayton 
Corp.  In  the  past  12  months  the  Tar- 
get stores  have  taken  in  more  than 
$100  million  in  sales.  Bruce  Dayton 
says  he  expects  the  Target  division  to 
pass  the  department  stores  in  volume 
in  1971  and  in  earnings  the  following 
year.  Last  year  the  department  stores 
took  in  about  $169  million. 

With  Target's  growing  profitability, 
Dayton  Corp.'s  earnings  have  in- 
creased 860%  to  $2.40  a  share  since 
1962.  Sales  have  reached  $306  million. 
Last  year  the  company  for  the  first  time 
sold  stock  to  the  public,  a  450,000- 
share  offering  at  34;  the  stock  is  now  at 
68.  And  the  Daytons  still  own  73%  of 
it,  worth  $256  million. 

As  department  store  groups  go, 
Dayton  still  is  small  though  profitable. 
But  the  Daytons  insist  that  it  will  not 
be  small  for  long.  Rapid  as  the  expan- 
sion since  1962  has  been,  they  have 
plans  to  expand  even  more  rapidly 
in  the  next  few  years.  Their  plans  en- 
visage that  by  1975  the  Target  stores 
alone  will  have  sales  of  $1  billion.  That 
will  put  the  onetime  local  family  busi- 
ness in  the  big  time,  and  perhaps  give 
front-runner  Federated  an  even  closer 
run  for  the  big  money.  ■ 


Fashion  At  A  Discount.  In  a  supermarket  setting  complete  with  shopping  carts, 
Dayton's  Target  discount  stores  concentrate  on  marketing  the  kind  of  home 
furnishings    and    apparel    where    style    makes    the    difference,    not    cheapness. 


the  Figures 


Ernest  C.  Arbuckle 
His  Fourth  Repotting 

At  55,  white-haired  Ernest  C.  Ar- 
buckle has  jusl  taken  a  new  job, 
yet  lie's  ahead)  thinking  about  the 
next  one.  He  lias  just  resigned  as 
dean  of  Stanford  University's  highly 
respected  Graduate  School  ol  Busi- 
ness to  become  chairman  ol  the  big 
(deposits:  si  billion)  San  Francisco- 
based  \\  ells  Fargo  Hank. 

"Before  I  decided  on  the  posi- 
tion at  Wells  Fargo,"  Arbuckle  told 
Forbes,  "I  thought  about  public 
sen  ice  in  cither  an  appointive  or  an 
elective  office.  But  1  decided  I  could 
do  that  better  at  65  or  75." 

Meanwhile,  Arbuckle  will  be 
busy  at  Wells  Fargo.  Recently  it  be- 
gan expanding  from  its  traditional 
Northern  California  stronghold  into 
the  faster-growing  southern  part  ol 
the  state.  In  doing  so,  Wells  Fargo 
will  have  to  fight  the  Bank  of  Amer- 
ica and  Security  First  National  Bank 
of  Los  Angeles  lor  a  share  of  the 
business.  It  also  plans  to  expand 
abroad,  where  it  will  again  run  into 
competition  from  B  of  A.  "A  bank 
is  no  longer  a  buyer  and  seller  of 
money,"  says  Arbuckle.  "It  has  to 
be  a  service  center  to  meet  individ- 
ual needs  as  well  as  those  ol  corpo- 
rate customers." 

Arbuckle  hopes  to  bring  his  ex- 
perience to  bear  on  these  varied 
problems.  "One  thing  I  wasn't  in- 
terested in  was  being  a  public  rela- 
tions officer,  which  is  the  traditional 
concept  ol  a  bank  chairman,"  Ar- 
buckle says.  "Ill  be  a  working  chair- 
man. Dick  [Richard  P.  Cooley,  pres- 
ident and  chiel  executive  officer  of 
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Wells  Fargo]  wants  us  to  operate,as 
a  team.  His  idea  is  we  both  do  every- 
thing, then  sort  things  out  and  see 
which  seems  to  work  better." 

A  Lee,  N.  H.-born  graduate  of 
Stanford,  Arbuckle  is  embarking  on 
at  least  his  fourth  career  even  while 
thinking  about  a  fifth  one.  He  start- 
ed as  a  director  of  procurement  and 
transportation  with  a  large  North- 
ern California  dairy  company.  Then 
he  moved  into  international  busi- 
ness as  head  of  W.  R.  Grace's  Cen- 
tral American  operations.  He  left 
that  to  start  a  third  career  as  head 
of  Stanford's  "B"  school. 

Arbuckle  makes  no  apologies  for 
his  job-hopping.  In  fact,  it's  a  basic 
part  of  his  life  philosophy.  "It's  a 
challenge  to  see  if  I  can  get  over 
new  hurdles,"  he  says.  Switching 
metaphors,  he  adds:  "A  friend  of 
mine,  John  Gardner  [former  Secre- 
tary of  Health,  Education  &  Wel- 
fare! calls  it  'repotting.'  I'm  a  gar- 
dening addict;  I'm  always  taking 
plants  out  of  one  pot  and  putting 
them  into  larger  ones  to  get  new 
growth,  better  blooms.  It  works  the 
same  way  with  certain  people."  ■ 


Edward  J.  Bock 
Reversing  the  Trend 

Monsanto  Co.  earnings  have  de- 
clined 23%  in  the  last  two  years  on 
an  11%  sales  rise.  The  trend  was 
common  in  the  chemical  industry, 
especially  among  makers  of  syn- 
thetic fibers,  where  supply  had  tem- 
porarily got  ahead  of  demand. 

Monsanto  gets  more  than  a  fourth 
of  its  sales  from  fibers,  and  almost 
50%  of  earnings.  But  Monsanto  also 
has  suffered  price  erosion  in  plastics 
(24%  of  sales)  and  fertilizers  (11% 
of  sales).  Monsanto's  three  main 
product  groups,  once  glamour  areas 
ol  chemicals,  have  now  approached 
commodity  status. 

Enter  Edward  J.  Bock,  51,  an 
engineer  and  football  All  American 
(1938)  from  Iowa  State.  Last  month 
Bock  became  president  and  chief 
executive  officer  of  the  St.  Louis- 
based,  $1.6-biUion  (annual  sales) 
chemical  company.  He  succeeded 
Charles  H.  Sommer,  Monsanto's 
CEO  since-  I960,  who  moves  up  to 

board  chairman  at  the  age  of  57. 
(It  is  traditional  at  Monsanto  for 
the  president,  not  the  chairman,  to 
be  chiel  executive.)  Bock  is  no  out- 


Bock  ol  Monsanto 

sider,  having  worked  27  years  for 
the  company.  He  rose  through  the 
part  of  Monsanto's  business  that 
supplies  phosphates  for  detergent 
production  to  the  soap-makers. 

In  the  mid-Fifties,  Monsanto  tried 
to  use  its  position  in  phosphorous  to 
get  directly  into  consumer  markets, 
with  its  own  detergent,  all.  Bock 
was  all  for  all.  But  higher  counsel 
prevailed,  and  Monsanto  sold  the 
brand  to  Lever  Bros.,  deciding  to  > 
concentrate  on  supplying  raw  ma- 
terials. The  theory  was  that  Mon- 
santo lacked  the  kind  of  marketing 
know-how  it  needed  to  go  directly 
to  the  supermarket  shelf.  Bock  isn't 
certain  this  was  a  wise  decision. 

But  Bock  did  not  leave  nor  was 
he  fired.  In  1960  he  became  head  of 
Monsanto's  big  inorganic  chemicals 
division,  which  includes  the  deter- 
gent business.  He  never  got  o\er 
feeling  that  Monsanto  ought  to  go 
where  the  action  was,  to  the  con- 
sumer, the  user  of  the  end  product. 

In  1960  Bock  listened  to  the 
young  head  of  Central  Research, 
Dr.  Richard  S.  Gordon,  who  now 
heads  what  Monsanto  dubs  its  new- 
enterprises  division.  Gordon  saw  in 
the  electronics  industry  an  extension 
of  Monsanto's  work  with  silicone 
compounds.  This  time  Monsanto  de- 
cided it  would  not  be  a  mere  sup- 
plier of  electronic  components.  It 
has  gone  deeper  into  electronics 
by  making  testing  and  measuring 
equipment.  Also  on  the  consumer 
level,  Monsanto  is  looking  at  pro- 
tein-enriched foods.  It  plans  to  in- 


troduee  a  high-protein  soft  drink  in 
Latin  America.  Aware  that  Coca- 
<Cola  is  doing  the  same  thing.  Bock 
simply  remarks,  "Who  says  we  can't 
compete  with  Coca-Cola?" 

Speaking  firmly.  Bock  told 
Forbes:  "We  want  to  reverse  the 
trend."  By  which  he  almost  cer- 
tainly meant  not  only  the  trend 
toward  lower  earnings  but  also  re- 
versing Monsanto's  role  as  a  raw 
materials  supplier  to  industry .  ■ 


Gene  Autry 
Hi  Ho,  Greenbacks! 

Gene  Autry,  now  60,  still  looks 
like  the  singing  cowboy  he  por- 
trayed in  motion  pictures  and  tele- 
vision years  ago,  preferring  western- 
cut  suits,  boots  and  a  big  white 
Stetson.  But  the  onetime  hero  to 
millions  of  Americans  has  long  since 
moved  on  to  greener  pastures.  For 
example,  he  has  done  such  a  good 
job  that  late  last  month  minority 
stockholders  were  able  to  sell  just 
under  half  of  their  interest  in  his 
Golden  West  Broadcasters  for  $25 
million.  The  buyer:  Los  Angeles' 
billion-dollar  conglomerate.  The 
Signal  Companies,  which  already 
controls  Signal  Oil  &  Gas.  Garrett 
Coip.  and  Mack  Trucks. 

Since  he  quit  the  screen  in  1956 
Autry  (unlike  main  screen  actors, 
this  is  his  real  name)  has  de\nted 
himself  to  building  up  his  broad- 
casting business.  Having  got  his 
start  as  a  singing  COwbo)  lor  an 
Oklahoma  radio  station.  Autry  took 
naturally  to  broadcasting,  and  built 
up  a  chain  of  lour  radio  stations  in 
Los  Angeles,  San  Francisco,  Seattle 
and  Portland,  Ore.  To  them  he  add- 
ed a  TV  station,  KTLA  Los  Angeles, 
ami  interests  in  professional  base- 
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ball  (56%  of  the  California  Angels) 
and  football  (16%  of  the  Los  An- 
geles Rams).  Outside  his  invest- 
ment in  Golden  West  Broadcasters, 
Autry  has  interests  in  radio  and 
television  stations  in  Tucson  and 
Phoenix,  Ariz. 

In  building  his  business,  Autry 
was  no  passive  investor.  He  applied 
to  the  enterprises  what  he  had 
learned  in  his  previous  years  in 
show  business.  "The  star  system  is 
the  best— for  radio,  TV,  pictures, 
it  doesn't  matter,"  he  says.  "To  sell 
your  product  you  need  a  good  per- 
sonality behind  the  mike."  Autry 
is  willing  to  pay  for  personalities. 
His  top  disc  jockey,  Los  Angeles' 
Dick  Whittinghill,  makes  as  much 
as  $100,000  a  year.  An  extrava- 
gance? Not  quite.  Whittinghill's 
station,  KMPC,  cost  Autry  $800,- 
000  15  years  ago;  today  it  is  worth 
a  probable  $15  million. 

Autry  is  far  from  being  out  of 
business,  even  though  Golden  West 
has  a  large,  powerful  conglomerate 
as  a  major  stockholder.  Under  the 
agreement  with  Signal,  Autry  re- 
tains control  of  Golden  West  and 
continues  to  run  it  "as  long  as  he 
lives."  After  he  dies.  Signal  gets  first 
crack  at  his  remaining  shares. 

Does  Autry  hanker  to  get  back  in 
the  movies  as,  say,  a  producer  or 
director?  Not  at  all.  "Movies  were 
great  for  me,"  he  says,  "but  they 
were  only  a  stepping-stone."  ■ 

Donald  H.  McGannon 
Triumph — and  Trouble 

Mention  Westinghouse  Electric 
and  people  think  of  big  generators 
and  atomic  power.  But  would  you 
believe  that  Westinghouse  is  about 
to  become  one  of  the  biggest  and 
most  diversified  show-business  com- 
panies in  the  U.S.?  If  its  proposed 
acquisition,  announced  late  last 
month,  of  Hollywood's  MCA,  Inc. 
goes  through,  Westinghouse  will 
have  something  like  $325  million  in 
entertainment  revenues. 

Westinghouse  Broadcasting  Co. 
already  owns  five  TV  and  seven 
radio  stations,  the  maximum  per- 
mitted under  law;  it  has  gone  deep 
into  cable  TV;  it  has  set  up  its  own 
TV  and  radio  sales  companies;  it 
has  taken  over  and  expanded  West- 
inghouse's  educational  activities 
(Forbes,  July  15);  and  it  has  even 
acquired  a  couple  of  Seven-Up  bot- 
tling franchises.  To  WBC's  more 
than  $100  million  in  revenues,  MCA 
would  add  $225  million  from  its 
movie-making  (Universal) ,  TV  pro- 
gramming and  records  (Decca). 


McGannon  of  Westinghouse 

The  proposed  deal  has  yet  to  pass 
antitrust  scrutiny,  of  course,  and 
there  are  major  problems  here.  If  it 
does  go  through,  however,  it  will  be 
a  great  triumph  for  Donald  H.  Mc- 
Gannon, 48,  WBC  president,  who 
has  been  working  on  the  merger  for 
more  than  three  years.  A  Fordham 
graduate,  McGannon  is  the  son  of  a 
Bronx,  N.Y.  fireman  and  the  father 
of  no  fewer  than  13  children.  He  be- 
came president  of  WBC  in  1955. 
Largely  by  means  of  imaginative 
news  broadcasting  and  cultural  pro- 
gramming, McGannon  managed  to 
transform  WBC  into  the  nation's 
most  highly  regarded  independent 
broadcaster. 

But  if  the  merger  will  be  a  tri- 
umph for  McGannon,  it  will  also 
bring  problems.  MCA  is  tightly 
controlled  by  Jules  Stein,  its  73- 
year-old  founder,  and  his  right-hand 
man,  Lew  Wasserman,  55.  If  they 
convert  the  convertible  stock  they 
would  get  in  the  deal,  Stein  and 
Wasserman  would  end  up  with 
some  2  million  Westinghouse  shares, 
about  5%  of  the  outstanding  stock, 
and  thereby  become  the  parent 
company's  largest  individual  stock- 
holders. The  question  then  to  be 
answered  is:  Will  WBC  run  MCA 
or  vice  versa?  Meanwhile,  compli- 
cating McGannon's  problems,  the 
Gallagher  newsletter  reported  that 
he  was  threatening  to  quit  unless  he 
was  moved  over  to  the  presidency  of 
Westinghouse  itself.  McGannon  ve- 
hemently denies  the  report.  But, 
clearly,  his  moment  of  triumph  was 
not  pure  joy.  ■ 


21 


-Faces  Behind  the  Figures- 


Edward  Whitehead 
To  Market,  To  Market 

"Britain's  products  are  generally 
all  right,  but  British  marketing  is  not 
all  right,"  says  Commander  Edward 
Whitehead,  the  bearded  celebrity 
who  15  years  ago  became  presi- 
dent (he  is  now  chairman)  of  the 
Schweppes  Ltd.  subsidiary  in  the 
U.S.  and,  more  recently,  chairman 
of  the  short-lived  (1965-67)  British 
Export  Marketing  Advisory  Com- 
mittee. 

Whitehead  says  bluntly:  "If  Brit- 
ish companies  want  to  increase  their 
sales  in  the  U.S.,  they've  got  to  learn 
marketing  and  use  it  the  way  Amer- 
icans do,  not  just  consumer  goods, 
but  capital  goods,  services,  banking, 
insurance  and  shipping;  they've  got 
to  stop  being  so  stuffed-shirt  about 
waiting  for  buyers  to  come  to  them. 

"I  happen  to  think  marketing  is 
Britain's  greatest  weakness,"  he  says, 
"therefore,  it  is  our  greatest  hope. 
Given  some  skill  in  marketing,  you 
could  apply  it  to  every  product 
across  the  board."  In  his  15  years 
in  the  U.S.,  the  60-year-old  former 
Royal  Navy  commander  has  person- 
ally promoted  Schweppes'  Quinine 
Water  and  other  beverages  in  ads 
and  commercials.  Through  market- 
ing, Schweppes  has  achieved  a 
2,000%  sales  gain  in  the  last  decade, 
giving  it  an  estimated  3%  of  U.S. 
soft-drink  sales  in  1967.  And  it  was 
marketing  that  helped  Rolls  Royce 
sell  528  jet  engines  for  Lockheed's 
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airbus.  "The  millions  of  dollars 
we're  going  to  make  as  a  nation  out 
of  the  Rolls  Royce  engines  is  rather 
more  valuable  to  our  balance  of 
payments  than  selling  Schweppes 
or  scotch,"  says  Whitehead. 

Adapting  American  marketing 
techniques  is  not  enough,  White- 
head says.  He  thinks  Britain  should 
move  into  the  American  market  as 
an  alternative  to  twiddling  thumbs 
while  hoping  for  membership  in 
the  European  Common  Market.  He 
feels  a  free-trade  association  com- 
posed of  the  U.S.,  Canada  and  the 
United  Kingdom  would  be  natural 
because  of  the  three  countries'  com- 
mon ties  and  language. 

"In  America,  channels  of  distribu- 
tion and  channels  of  communication 
and  the  ultimate  customer  are  all 
disposed  in  favor  of  British  goods 
and  services,"  Whitehead  explains. 
Then  he  asks,  "Can  the  same  be 
said  of  France?"  ■ 


William  M.  White  Jr. 
Bad  News  for  the  Middle-Aged 

Look  sharp,  all  you  middle-aged 
executives.  The  next  generation  is 
gaining  on  you,  fast.  Harken  to  the 
story  of  William  M.  White  Jr.,  just 
seven  years  out  of  Yale  and  looking 
much  younger  than  his  29  years. 
The  Bank  of  Aspen  (Colo.)  wasn't 
big  enough  to  hold  him,  not  for 
long.  After  a  year  there,  it  was  Wall 
Street  for  Bill  White,  and  he  landed 
a  job  with  Allen  &  Co.,  one  of  the 
largest  U.S.  investment  houses. 

Two  years  pass,  and  White  has 
now  risen  to  the  exalted  rank  of 
divisional  vice  president.  Having 
conquered  banking  and  Wall  Street, 
he  decides  to  give  the  corporate 
world  his  attention.  In  1965  he 
raises  enough  money  to  buy  control 
of  Colorado  Milling  &  Elevator  Co., 
a  Denver-based  $34-million-assets 
flour  miller. 

Next  step  was  a  tender  offer  for 
control  of  Great  Western  Sugar,  a 
Big  Board-listed  $117-million-assets 
producer  of  sugar  and  sugar  beets. 
Taking  orders  from  what  they  re- 
garded as  a  mere  child  was  too 
much  for  Great  Western's  veteran 
management;  within  eight  months 
its  two  top  executives  quit.  Says 
White:  "You  can't  meet  the  prob- 
lems of  the  Sixties  by  the  standards 
of  the  Thirties." 

Undaunted,  White  began  looking 
for  acquisitions.  Since  Great  West- 
ern was  virtually  debt-free,  White 
now  had  plenty  of  borrowing  pow- 
er. He  used  it  to  buy  Shakey's,  a 


White  ot  Great  Western  United 

California-based  company  that  fran- 
chises and  services  a  chain  of  close 
to  300  pizza  parlors,  and  also  to  in- 
vest in  Northland  Research,  an  in- 
vestigator into  agricultural  extrac- 
tion processes.  All  White's  compa- 
nies are  well  aware  that  they  have 
been  acquired:  "Only  one  of  our  ac- 
quisitions," White  points  out,  "has 
the  same  chief  executive  officer  as  in 
January  of  this  year."  White  merged 
them  all,  including  Colorado  Mill- 
ing &  Elevator,  into  a  single  com- 
pany, Great  Western  United,  with 
assets  of  $180  million,  sales  of  $259 
million  and  net  income  for  fiscal 
1968  of  $7  million. 

Since  the  White  takeover,  Great 
Western  stock  has  soared  from  35 
to  a  current  79.  And,  talking  about 
numbers,  President  Bill  White  still 
has  nearly  ten  months  to  go  until 
his  30th  birthday.  A  good-looking, 
soft-spoken  young  man,  he  suffers 
from  no  false  modesty.  He  has  read 
most  of  the  well-known  books  on 
management  and  looks  on  Robert 
S.  McNamara  and  Charles  B.  (Tex) 
Thornton  as  his  models.  He  says  of 
CM&E,  his  first  company:  "In  three 
years,  we've  solved  the  same  prob- 
lem of  getting  away  from  being 
a  one-product  company  that  took 
Pillsbury  and  General  Mills  much 
longer  to  handle."  Bill  White  talks 
of  "creating  a  worldwide  empire," 
and  he  adds  in  a  tone  that  bodes  ill 
for  complacent,  middle-aged  man- 
agements of  acquirable  companies: 
"Now  we're  big  enough  to  do  any- 
thing we  want."" 
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Traveling 


man. 


There  was  nowhere  to  go  but  away. 

Man  had  climbed  the  mountains. 
He'd  traveled  the  seas.  He'd  flown 
higher  and  farther  and  faster  than 
birds. 

But  he  had  to  keep  traveling  .  .  . 
So  he  turned  to  the  planets  and 
stars.  And  in  satisfying  his  drive  to 


get  out  there,  man  has  changed  the 
life  patterns  of  everyone  on  earth, 
abruptly.  Things  will  never  be  the 
same  again.  The  Space  Age  triggered 
a  flood  of  technology  that  surged  into 
every  corner  of  our  lives. 

LTV  Aerospace  Corporation  had 
a  natural  entry  into  the  Space  Age. 
An  experienced  producer  of  aircraft 
and  missiles,  we  are  applying  that 
capability  to  design  and  produce  the 
new  technology  required  by  the 
accelerating  space  effort. 

We  build  one  of  the  world's  most 
reliable  launch  vehicles.  We  design 


simulators  to  train  astronauts,  and 
maneuvering  units,  tools  and  life 
support  systems.  Our  technical 
service  personnel  work  around  the 
globe,  providing  a  complete  spectrum 
of  engineering  and  support  services. 

Helping  challenge  the  most  hostile 
environment  of  all  is  only  one  of  the 
arenas  in  which  we  compete. 

For  over  50  years,  LTV  Aerospace 
has  been  building  products  and 
systems  to  take  up  the  challenges  of 
all  environments:  sea,  air,  land  .  . . 
as  well  as  space. 

The  last  frontier? 
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'O      DALLAS 


GIVES  A  GREEN  LIGHT  TO  INNOVATIONS  THAT  SQUEEZE  THE  WASTE  00 


What's  so  big  about  "Big  John"®? 

The  BIG  new  industry  it  helped 
create  in  the  South. 


"Big  John"  is  a  huge  covcre< 
hopper  car  designed  and  built  b; 
Southern  to  slash  the  cost  of  ship 
ping  grain.  And  it  did  just  that  - 
by  some  60 c'c  !  These  drasticall; 
reduced  grain  rates  are  helpin 
create  a  predicted  billion-dollar-a 
year  livestock-raising  industry  ii 
the  Southeast.  Since  our  "Bi; 
John"  rates  went  into  effect  in  Ma) 
1963.  nearly  800  new  and  en 
larged  agri-business  development 
—  feed  lots,  feed  mills,  grain  ele 
vators.  packing  houses— have  bee 


"Big  John"— such  an  important 
innovation  in  transportation  that 
a  model  '"Big  John"  is  now  on  dis- 
play at  the  Smithsonian  Institution 
—  is  one  important  reason  for  this 
billion-dollar-a-year  boost  to  the 
economy  of  the  South.  Our  "Big 
John"  cars  — more  than  1,000  are 
at  work  on  Southern  today  — save 
shippers  money  and  make  it  profit- 
ible  to  haul  grain  from  the  grain- 
urplus  Midwest  to  the  grain-deficit 
southeast  to  feed  and  fatten  live- 
stock there,  saving  consumers  mil- 
ions  of  dollars  annually. 


"Big  John"  is  one  of  many 
Southern  Railway  innovations 
that  are  squeezing  the  waste  out  of 
distribution.  And  they  are  encour- 
aging thousands  of  cost-conscious 
businessmen  to  locate  in  the  South- 
ern-served South.  Why  not  you? 
We'll  help  you  "Look  Ahead  — 
—  Look  South!"  for  more  profit. 
Write  or  call  Allen  H.  Douglas, 
Vice  President  — Industrial  Devel- 
opment, Southern  Railway  Sys- 
tem, 270  Peachtree  Street,  N.  W., 
Suite  335,  Atlanta,  Ga.  30303; 
telephone  404/688-7633. 


LOOK  AHEAD  LOOK  SOUTH 


An  Excess  of  Optimism? 

Optimism  made  Ed  Daly  fabulously  rich  and  persuaded 
investors  that  his  World  Airways  was  a  great  thing.  But 
that  same  optimism  now  has  gotten  the  company  in  trouble. 


Whether  Oakland,  Calif  .'s  World  Air- 
ways was  ever  worth  $400  million  is 
very  much  an  open  question,  but  that 
was  the  combined  market  value  of  its 
shares  last  year,  even  though  its  total 
equity  capital  was  under  $40  million 
and  1967  revenues  were  only  $70  mil- 
lion. As  a  matter  of  fact,  American  Air- 
lines, which  is  more  than  11  times  as 
big  as  World,  now  has  total  market 
value  of  just  over  $500  million,  barely 
more  than  World's  at  its  height. 

Nevertheless,  recent  stock  markets 
have  been  intoxicated  with  growth— 
and  growth  was  what  World  was  show- 
ing: Earnings  per  share  rose  from  18 
cents  a  share  in  1962  to  $1.45  last  year. 
What  World  had  going  for  it  was  the 
Vietnam  war.  The  U.S.  Military  Airlift 
Command  was  in  the  market  for  all  the 
passenger  and  cargo  space  it  could  get, 
and  World  had  the  capacity;  it  had  it 
because  its  boss,  President  and  Chair- 
man Edward  J.  Daly,  had  been  willing 
to  go  into  debt  to  buy  big  jets,  15  of 
them  in  five  years  for  $110  million. 

World  is  a  so-called  supplemental 
carrier;  that  is,  it  does  not  fly  regular 
schedules  but  charters  planes  to  gov- 
ernments, groups  and  tour  operators. 
Its  revenues  (two-thirds  from  Viet- 
nam) have  soared:  $33  million  in  1965; 
$50  million  in  1966;  $70  million  last 
year.  World  was  a  privately  owned 
company  until  1966  when  Daly  sold 
19.5%  of  his  stock  to  the  public  for 
about  $50  million;  as  the  price  con- 
tinued to  soar,  the  80.5%  he  retained 
was  worth,  on  paper,  $330  million  at 
the  middle  of  last  year.  Not  bad  for 
a  company  that  cost  Daly  $50,000  in 
cash  in  1950. 

But— as  it  should  have  been  clear  to 
all  concerned— World's  Vietnam  busi- 
ness was  built  on  a  rather  shaky  base. 
Looking  for  ways  to  trim  the  feder- 
al deficit,  the  Administration  slashed 
MAC  contracts  lor  the  1968-69  fiscal 
year  to  $286  million  from  $575  million 
the  year  before.  World's  1968-69  award 
was  for  $27  million  vs.  $52  million  in 
1967-68.  World  is  hoping  that  addi- 
tional business  during  the  year  will 
bring  up  the  total  so  that  it  will  not 


lose  half  its  military  business;  but  a 
decrease  seems  almost  certain  and  a 
gain  impossible. 

The  very  expansiveness  that  enabled 
World  to  take  on  military  business 
when  it  was  available  also  led  Daly  to 
put  in  big  forward  orders  for  addi- 
tional planes.  Last  year  Daly  laid  out 
deposits  for  three  Boeing  747  jets  for 
delivery  in  1971  at  $21  million  each. 
To  pay  for  its  present  fleet  of  15  jets, 
Daly  pushed  up  World's  long-term 
debt  to  $62  million  vs.  total  equity  of 
$39.5  million.  Problem:  How  to  fill  the 
747s  when  prospects  for  the  biggest 
part  of  its  business  are  looking  dim. 

Confronted  with  these  unpleasant 
realities,  Daly  is  not  saying  much  these 
days.  In  a  recent  interview  with  Forbes 


On  Time.  World  Airways'  Daly 
ran  a  small  trucking  company 
while  studying  chemical  engi- 
neering at  the  University  of 
Illinois,  started  his  air  freight 
forwarding  outfit  in  the  late 
1940s.  It  folded.  Says  Daly, 
"We  were  ten  years  ahead 
of     the     air     freight     boom." 


he  confined  his  remarks  mostly  to 
tough-sounding  pep  talk.  "We're  going 
full  bore  ahead  on  our  commercial  busi- 
ness," he  declared.  "By  aggressive  sell- 
ing and  getting  new  routes  we'll  keep 
our  revenues  going  up." 

Down  to  Cases 

Maybe.  So  far,  the  effects  of  the 
Military  Airlift  Command  reductions 
haven't  shown  up  in  World's  financial 
statements,  since  MAC's  1969  fiscal 
year  just  began  this  past  July  1.  World's 
"revenues  for  the  first  half  of  calendar 
1968  will  be  up.  But  starting  with  the 
second  half,  the  burden  will  be  on  the 
commercial  side  of  the  business.  And 
there,  Daly's  optimism  notwithstand- 
ing, the  competition  promises  to  be- 
come increasingly  keen.  World  will 
have  to  battle  it  out  with  every  other 
military  carrier— scheduled  giants  and 
smaller  non-skeds  alike— for  gains  in  a 
slower-growing  market. 

World's  attempt  to  expand  its  char- 
tered tour  business  in  Europe  has  been 
temporarily  blocked  by  a  Supreme 
Court  decision,  for  which  the  company 
is  seeking  remedy  in  Congress.  Its  de- 
sire to  fly  charter  flights  into  Japan  is 
being  thwarted  by  the  government 
there.  Its  attempt  to  garner  one  of  the 
transpacific  routes  now  up  for  award 
was  rejected  in  the  early  going  by 
a  Civil  Aeronautics  Board  examiner. 
"That's  just  the  beginning  of  a  good 
15-round  fight,"  vows  Daly. 

In  seeking  the  transpacific  route, 
Daly  envisions  World  becoming  a  full- 
fledged  scheduled  airline.  Not  only 
does  he  want  to  fly  the  Pacific,  but 
he  hopes  to  get  transcontinental  and 
transatlantic  routes  as  well.  Daly  talks 
of  making  large  fare  reductions  since 
World,  unlike  other  scheduled  airlines, 
would  not  have  any  low-profit  short- 
haul  routes  to  support.  But  at  the  mo- 
ment Daly  is  probably  the  only  man 
in  the  airline  business  who  believes 
World  will  ever  be  granted  scheduled 
status. 

Optimism  has  always  been  one  of 
Daly's  long  suits,  however.  Despite  the 
obvious  problems,  he  thinks  World  can 
maintain  its  revenue  growth.  Daly  last 
spring  bought  California-based  First 
Western  Bank  &  Trust  Co.  (with  as- 
sets of  $90  million)  from  Ling-Temco- 
Vought's  Jim  Ling,  even  though  it 
meant  parting  with  $63  million  in  cash. 
He  talks  about  using  First  Western 
Bank  as  the  base  for  a  full-service 
financial  holding  company. 

But  that's  for  the  future.  For  now 
World  Airway's  stock  is  down  55%  from 
its  1967  high,  leaving  virtually  all  of  its 
stockholders  with  losses  (the  stock 
came  out  at  25).  Except  Daly,  that  is. 
He  has  the  fortune  from  the  public 
offering  plus  80.5%  of  the  stock.  Its 
recent  paper  value:  $129  million.  ■ 
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ometimes  a  cry  for  help 
can  be  a  quiet  buzz. 
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And  if  you're  a  doctor  in  an 
isolated  radiology  lab  or  across  the 
city,  that  quiet  buzz  may  help  you 
save  someone's  life. 

The  buzz  comes  from  Pagemas- 
ter,  an  unobtrusive,  personal,  wire- 
less paging  system  manufactured 
by  Lear  Siegler,  Inc.  And  while 
saving  a  life  is  the  ultimate  drama, 
Pagemaster  also  quietly  solves  less 
dramatic  but  still  vital  communi- 
cations problems  wherever  people 
are  on  the  move. 

It  is  also  one  more  example  of 
LSI's  deep  involvement  in  elec- 
tronic communication  and  enter- 
tainment, such  as  Bogen  public 
address  amplifiers,  sound  systems, 
high  fidelity  components  and 
home  stereo  systems;  Olympic 
black-and-white  and  color  TV, 
pushbutton  AM/FM/FMS  radios, 
and  portable  eight-track  stereo  tape 
cartridge  players;  and  in  Europe, 
LSI's  broad  range  of  Farfisa  elec- 
tronic musical  instruments,  includ- 
ing  home  electronic  organs  and 
acoustic  guitars. 

So  whether  you're  performing, 
watching,  listening,  or  responding 
to  electronic  equipment,  there's 
an  excellent  chance  LSI  made  it 
possible. 

v    Lear  Siegler,  Inc. 
\  Corporate  Offices, 
)  Santa  Monica,  Calif. 


Everyone 
has  to  start 
mewhere 


Witco 

can't  help  but 
grow  on  you 


Detroit  is  driving  in  new  directions. 

Witco  is  headed  the  same  way. 

Toward  safer  cars.  (Witco  makes  urethanq 
resins  for  foam  padding.) 

Toward  new  plastics  for  bodies  and  fittings 
(Witco's  additive  chemicals  make  the  new  plastic 
possible.) 

Toward  premium  motor  oils.  (The  market  foi 
our  Pennsylvania-grade  lubricants  is  growing  at  : 
times  the  rate  for  ordinary  oils.) 

We're  growing  on  Detroit. 

Which  is  one  reason  why  our  total  sales  hit  ;f 
record  $200  million  in  1967. 

We're  setting  other  records  too. 

Like  the  1 1  th  consecutive  year  of  increase! 
cash  dividends  on  common  stock. 

Why  at  Witco? 

Because  we  concentrate  on  producing  today'| 
specialty  chemicals  for  automotive,  detergents,  plasi 
tics  and  a  host  of  other  Now  Markets. 

For  them,  Witco  chemicals  solve  so  manj 
problems  that  we've  been  tagged  "The  Probler| 
Solver." 

Witco,  The  Problem  Solver.  The  more  we  hea 
it,  the  more  we  like  it. 

It  will  grow  on  you  too. 

Write  Witco  Chemical  Corporation,  277  Par 
Avenue,  New  York,  New  York  10017. 

llltco  „ 
Chemical 
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Ethylene  is  getting 
so  big  we  had  to 
tailor  something  new 
tofitit 

Ethylene  is  a  vital  ingredient  in  , 
almost  limitless  list  of  products 
from  textile  fibers  to  plastic  toys 
anti-freeze  to  food  wraps. 

In  fact,  its  use  has  been  growing 
rapidly  that  our  M.W.  Kellogg 
Division  research  people  had  to 
perfect  a  new  process  for  produc 
this  versatile  chemical  from  a 
lower-cost,  more  plentiful  raw 
ma  terial. 

They  not  only  have  the  process, 
they  are  now  building  the  first  f 
in  the  world  to  put  the  process 
to  work.  Incidentally,  it  also  wil 
the  largest  ethylene  plant  in 
the  world. 

Being  first  is  nothing  new  to  thi 
division.  Not  long  ago  they  devel 
a  new  way  to  produce  ammonia 
nitrogen  fertilizer,  which  cut 
manufacturing  cost  by  50%. 

But  petrochemicals  is  only  one 
the  field's  we're  big  in.  The  divi 
of  Pullman  Incorporated  serve 
almost  every  basic  industry  then 
And  each  division  has  the  breac 
of  skills  to  invent  better  ways  ti 
design,  engineer,  build,  product 
distribute  and  transport. 

Probably  we  can  tailor  somethi; 
to  suit  your  problem. 

Pullman  Incorporated 

200  South  Michigan  Avrnue.  Chicago.  Illinois  60604 

Engineering/ Construction  Divisions 

THE  M.  W.  KELLOGG  COMPANY 
SWINDELL-DRESSLER  COMPANY 

Transportation  Equipment  Division* 

PULLMAN-STANDARD 
TRAILMOBILE 
TRANSPORT  LEASING 


From  Noah's  Ark  to  the  20th  Century? 

Can  the  dying  U.S.  shipbuilding  industry  be  saved?  There  are  some  very 
smart  companies  betting  that,  with  the  help  of  a  new  technology,  it  can. 


The  public  tends  to  equate  ship- 
building with  the  construction  of 
Noah's  ark.  But  for  all  its  problems, 
shipbuilding  has  been  quietly  making 
its  quantum  jump  in  technology." 

The  speaker.  Chairman  Donald  A. 
Holden  of  Newport  News  Shipbuild- 
ing &  Drydock  Co.,  is  certainly  an 
authority  on  shipbuilding.  But  unfor- 
tunately, no  authority  is  needed  to  sup- 
port the  first  part  of  his  statement. 
Encumbered  by  a  misguided  subsidy 
policy,  government  restrictions  on  who 
can  carry  what  where  and  a  thorough- 
ly archaic  labor  picture,  the  whole 
U.S.  maritime  industry  (Forbes,  Apr. 
15,  1965)  has  deteriorated  steadily  for 
decades.  What  lias  to  be  proved  is  that 
shipbuilding,  at  least,  is  now  beginning 
to  climb  up  out  of  the  morass. 

Here,  happily,  some  hopeful  signs 
are  beginning  to  appear. 

Help  from  Washington 

The  "quantum  jump"  in  shipbuild- 
ing technolog)  of  which  Newport's 
Holden  speaks  bears  a  strong  historical 
resemblance  to  the  birth  of  the  U.S. 
jet  transport  industry  in  the  1950s.  At 
that  time  the  Air  force  needed  a  jet 
tanker  to  refuel  its  big  bombers  in 
Bight.  That  tanker,  the  KG- 135.  was 
the  father  of  the  Boeing  707. 

By  the  same  token,  in  the  last  two 
years  the  Navy  has  revised  its  whole 
method  of  ship  procurement;  and  the 
result  seems  likely  to  be  a  whole  new 
shipbuilding  industry. 

Specifically,  the  Navj  has  junked  its 
old  practice  of  designing  a  ship  itself 
and  then  spreading  the  production 
around  over  as  many  ship)  aids  as  pos- 
sible. Instead,  it  now  begins  by  telling 
the  shipbuilders  the  job  it  wants  done. 
The  shipbuilder  is  expected  to  come  up 
with  a  design  for  a  vessel  and  (if  nec- 
essar)  a  new  shipyard  in  which  to 
build  it.  The  design  includes  a  guar- 
antee of  performance,  maintenance 
cost  and  repair  cost  for  the  entire  life- 
span of  the  vessel.  The  company  pays 
a  penalty  for  any  future  shortcomings 
and  gets  a  bonus  for  outdoing  the  tar- 
get figures.  Also,  the  winner  of  the 
competition  gets  a  long-term  contract 
that  can  run  to  billions  of  dollars. 

A  case  study  in  the  new  procedure 
is  Litton  Industries'  Ingalls  shipbuild- 
ing division,  the  first  company  to  win 
such  a  contract.  The  Navy  asked  for 
a  so-called  FDL  (fast  deployment  lo- 
gistics) ship  capable  of  carrying  troops, 
equipment,  land  craft  and  helicopters. 
With  the  ship  was  to  come  a  design 
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plan  for  the  whole  transportation  sys- 
tem in  which  it  would  function— in- 
cluding parts  supply,  repair  schedules, 
fueling  specifications,  loading  meth- 
ods, requisite  docking  and  port  facili- 
ties, etc.  The  winner  of  the  design 
competition  would  get  an  order  for 
30  ships,  unprecedented  in  peacetime 
shipbuilding  history. 

Litton's  Ingalls  division  won  in  the 
final  competition  against  Lockheed 
and  General  Dynamics.  As  a  result,  it 
picked  up  an  order  for  30  ships  at  an 
average  price  tag  of  $45  million  each, 
or  a  total  of  some  $1.4  billion  over  five 
years.  Under  the  old  system,  the  price 
would  have  been  an  estimated  $70 
million  each. 

A  second  such  design  competition 
also  went  to  Litton.  This  one  was  for 
ten  amphibious  assault  ships  worth  half 
a  billion  dollars  (with  perhaps  more 
to  come  later).  And  Litton  is  also  one 
of  the  finalists,  along  with  General  Dy- 
namics and  Bath  Industries,  in  a  com- 
petition to  build  from  30  to  50  destroy- 
ers for  a  total  topping  $2  billion.  All 
three  of  these  contracts  have  yet  to  be 
funded  by  Congress,  but  this  is  less 
crucial  than  it  might  seem:  The  mili- 
tarj  has  a  way  of  getting  what  it  wants, 
even  from  the  most  economy-minded 
Congress.  Thus  the  Navy  contract  as- 
sumes that  the  money  will  be  appro- 
priated over  the  contract's  life,  and 
agrees  to  compensate  the  company  out 
of  general  Navy  funds  in  any  year  it  is 
not  so  appropriated. 

To  handle  the  FDL  contract,  Ingalls 
is  building  a  $130-million  "ship  fac- 
tory" at  Pascagoula,  Miss.,  next  to  its 
older  shipyard.  New  shipyards  are  ex- 
pensive, but  Litton  understands  the 
tax  uses  of  the  so-called  industrial  rev- 


enue bonds.  These  are  industrial  bonds 
dressed  up  as  municipals;  the  state  of 
Mississippi  is  technically  building  the 
yard  and  "owns"  it,  with  Litton  simply 
leasing  it.  Nor  does  it  hurt  that  Pasca- 
goula (pop.  31,000)  is  dear  to  the 
heart  of  Senator  John  Stennis  of  Mis- 
sissippi, who  is  ranking  majority  mem- 
ber of  the  Senate  armed  services  com- 
mittee and  also  is  chairman  of  its 
appropriations  subcommittee  on  trans- 
portation. 

The  big  savings  from  the  new  ship 
factory  is  in  the  use  of  subassembly 
lines,  long  a  standard  practice  in  the 
auto  industry.  Subassembly  lines  will 
construct  modular  sections  of  ships, 
complete  with  all  equipment,  which 
are  then  fed  into  the  main  assembly 
line.  The  standard  and  far  more  costly 
practice  is  to  make  the  hull,  float  it 
and  then  outfit  it  after  launching. 

New  Ball  Game 

The  new  approach  typified  by  the 
FDL  contract  is  shaking  up  the  ship- 
building industry.  To  get  such  a  con- 
tract, a  shipyard  obviously  needs 
experience  in  the  systems-designs  ap- 
proach to  transportation.  That  is  why 
systems-oriented  companies  like  Lit- 
ton, Lockheed  and  General  Dynamics 
are  beginning  to  dominate  shipbuild- 
ing. Says  Rear  Admiral  Nathan  Son- 
enshein,  chief  designer  of  the  Navy's 
new  contracting  method,  "This  is  a 
whole  new  ball  game.  There  will  be 
heavy  emphasis  on  systems  design  and 
mass-production  techniques.  Those 
who  don't  have  this  capability  will  be 
at  a  disadvantage." 

That  was  a  major  reason  for  New- 
port News'  recently  announced  merger 
plan  with  Tenneco.  The  latter  may  not 


"Ship  Factory."  At  Litton  Industries'  new  Pascagoula,  Miss,  shipyard,  shown 
here  in  an  artist's  conception,  entire  subsections  of  ships  will  be  built  and 
then  rolled  into  place  for  joining  on  the  final  assembly  line.  The  technique 
enables  ships  of  almost  any  size  or  length  to  be  built  from  standard  components. 


R.  J.  REYNOLDS 
TOBACCO  COMPANY 

QUARTERLY  DIVIDEND 

A  quarterly  dividend  of  550  per  share  has  been  de- 
clared on  the  Common  Stock  of  the  Company,  pay- 
able September  5,  1968  to  stockholders  of  record 
at  the  close  of  business  August  9,  1968. 

WILLIAM    R.    LYBROOK, 
Vice  President  and  Secretary 
Winston-Salem,  N.  C. 
July  18,  1968 

Sixty-eight  Consecutive  Years  of  Cash  Dividend  Payments 

R.  J.  REYNOLDS  TOBACCO  COMPANY 

AND  SUBSIDIARIES 
TOBACCO  PRODUCTS  •  FOOD  PRODUCTS  ■  FRUIT  JUICE  BEVERAGES 

INDUSTRIAL  CORN   PRODUCTS    •    ALUMINUM  PRODUCTS     •     PACKAGING  MATERIALS 


Panhandle  Eastern 

Quarterly  Dividend 

400  per  Common  Share 

Payable  September  13, 1968 
Record  August  30, 1968 
Declared  July  24, 1968 

CYRIL  J.  SMITH 
Secretary 

Panhandle  Eastern  Pipe  Line  Company 

3000  Bissonnet  Avenue,  Houston.  Texas 

Consecutive  dividend  payments  since  1937 
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yet  be  systems-oriented  to  the  extent 
that,  say,  Litton  is.  But  it  has  a  large 
computer  installation,  perhaps  the  most 
important  single  tool  in  systems  analy- 
sis; and  it  can  provide,  in  the  words  of 
one  Newport  News  executive,  "more 
money  and  more  leverage  for  borrow- 
ing." In  other  words,  what  Tenneco 
doesn't  have,  it  has  or  can  borrow  the 
money  to  buy. 

Tomorrow  the  World 

Says  Ingalls  boss,  Ellis  B.  Gardner, 
"We  believe  shipbuilding  could  become 
one  of  Litton's  most  significant  busi- 
nesses." That  doesn't  mean  right  away, 
of  course:  Last  year  Ingalls  reportedly 
suffered  $8  million  in  shipbuilding 
losses  on  $200  million  in  business.  But 
the  two  Navy  contracts  Ingalls  has  al- 
ready acquired  mean,  assuming  that 
appropriations  go  as  expected,  nearly 
$2  billion  in  future  business.  More  im- 
portant, Ingalls'  Gardner  figures  that 
by  the  mid-1970s  the  company  will 
have  its  costs  and  efficiency  in  such 
shape  that  it  can  begin  to  compete  di- 
rectly on  ocean  transportation  with 
such  redoubtable  producers  as  the 
Japanese  companies. 

Already,  Litton  has  designed  a  "Lit- 
ton standard  line"  of  ships.  These  are 
intended  for  sale  to  ship  operators 
much  like  the  plane  makers  sell  fleets 
of  planes  to  the  airlines— that  is,  a 
standard  craft  with  custom  modifica- 
tions. In  the  past,  most  ship  operators 
insisted  on  designing  their  own  ships 
for  custom  construction  one  at  a  time 
—"like  going  to  Boeing  with  plans  to 
build  'my  airplane,' "  say  Gardner.  The 
Pascagoula  ship  factory,  by  contrast, 
must  have  orders  for  a  minimum  of  five 
to  seven  substantially  identical  vessels 
for  its  inherent  cost  advantages  to 
come  through. 

It  is  beginning  to  get  such  orders, 
too.  It  was  low  bidder  on  eight  con- 
tainer ships  worth  $182  million  for 
American  President-Farrell  Lines,  and 
has  turned  out  a  prototype  Great  Lakes 
ore  carrier  for  Bethlehem  Steel  that 
could  be  first  of  a  whole  fleet.  Other 
yards  are  beginning  to  follow  suit. 
Newport  News  sold  five  C-5  cargo 
ships  to  American  Mail  Line,  and  Og- 
den  Corp.'s  Avondale  Shipyards  is 
building  1 1  lighter-aboard-ship  vessels 
for  Lykes  Bros. 

The  problems  of  wages,  of  subsidies, 
of  foreign  competition,  of  interference 
with  natural  transportation  patterns, 
will  be  no  less  sticky  because  a  new 
technology  is  abroad  in  shipbuilding. 
But  technology  is  historically  the  great 
breaker  of  old  bonds.  The  quantum 
jump  now  occurring  in  shipbuilding 
at  least  leaves  room  for  hope  that  it 
can  happen  again,  this  time  to  revive 
the  dying  American  shipping  and  ship- 
building industries.  ■ 
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A  Little  of  the  Old,  A  Little  of  the  New 

Its  boss  has  dueling  scars  but  quotes  Alfred  Sloan.  It  does  $1.5 
billion  in  sales  but  acts  in  many  ways  like  a  family  company.  It's 
Germany's  Daimler-Benz,  AG,  maker  of  the  famed  Mercedes  cars. 


It  was  corny,  it  was  schmaltzy,  it  was 
almost  camp.  Twenty-five  men  in  old- 
fashioned  dark-bine  band  uniforms 
sent  the  strains  of  German  march  mu- 
sic blaring  through  the  huge  plant 
while  hundreds  of  overalled  workers 
stood  proudly  erect.  A  union  rally?  A 
political  meeting?  Not  at  all.  The 
Swabian  craftsmen  who  make  Mer- 
cedes-Benz cars  were  waiting  loyally 
to  cheer  their  boss  and  mark  the  pro- 
duction of  the  two-millionth  Mercedes 
since  World  War  II. 

The  band  struck  up  a  lively  tune. 
Up  to  the  podium  strode  Dr.  Joachim 
Zahn.  54.  chief  executive  of  Daimler- 
Benz.  AC.  the  parent  company.  Zahn 
looked  every  bit  as  much  the  business 
autocrat  as  his  workers  looked  the  loyal 
craftsmen:  stiffly  erect  and  slender,  his 
graying  hair  carefully  combed  back, 
the  old  dueling  scars  still  faintly  visible 
on  his  cheeks 

Dr.  Zahn  spoke  briefly  but  proudly. 
There  was  no  trace  of  humor  in  his 
speech.  Mercedes  workers,  he  told  his 
men,  were  not  common  factor)  work- 
ers. They  were  craftsmen.  Although 
pey  worked  in  a  factory,  they  did  not 
build  "mass  products  in  the  ordinary 
sense  "  When  lie  finished,  Zahn  patted 
no  backs,  sliook  no  workers  hands, 
asked  after  no  children.  He  descended 
from  the  podium  and  departed  amidst 
applause  It  could  happen  only  in  Ger- 
main, and.  even  there,  only  rarely 
these  days. 

Zahn's  patriarchal  attitude  is  very 
real.  So  is  his  men's  pride  in  their  work. 
Both  are  very  old-fashioned.  But  that  is 
about  all  that  is  old-fashioned  in  the 
Daimler-Benz's  22  million  square  feel 
of  plant  space  (out  of  a  company  total 
of  80  million)  nestled  in  the  Swabian 
mountains  near  Stuttgart.  There  is 
nothing  old-fashioned  about  its  cars, 
the  world's  second-largest-selling  (after 
Cadillac)  luxury  cars  ($4,400  to  $25,- 
000).  There  is  nothing  old-fashioned 
about  its  sales  of  nearly  $1.5-billion 
(including  associated  overseas  opera- 
tions) last  year.  Nor  about  the  fact  that 
it  increased  its  car  output  4.6%  in  1967 
when  West  Germany's  total  auto  pro- 
duction was  down  19%— badly  hurting 
Volkswagen,  Ford  and  General  Motors' 
Opel.  Net  earnings?  Here  Daimler- 
Benz  is  particularly  old-fashioned.  It 
has  traditionally  regarded  its  earnings 
as  being  nobody's  business  except  for 
top  brass.  Only  this  year  did  it  begin 


to  announce  the  figure.  It  was,  on  a 
very  conservative  basis,  about  $44  mil- 
lion last  year. 

What  about  the  stockholders?  Don't 
they  want  to  know  more  about  how 
their  company  is  doing?  Dr.  Zahn 
couldn't  care  less.  He  has  only  three 
stockholders  who  mean  anything  to 
him.  One  is  industrialist  Friedrich 
Flick,  who  owns  38%  of  the  shares;  an- 
other is  Germany's  biggest  bank,  the 
Deutsche  Bank,  with  slightly  more  than 
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Zahn  &  Bros.  Daimler-Benz 
boasts  that  it  "overengineers" 
its  products,  but  it  has  a  lawyer 
and  financial  expert  as  its 
boss.  Impressive  as  this  makes 
Dr.  Joachim  Zahn  seem,  he 
barely  manages  to  rival  his 
three  brothers,  one  a  top  Ger- 
man banker,  the  other  two 
heads  of  major  chemical  con- 
cerns. Says  former  Deutsche 
Bank  President  Hermann  J.  Abs 
about  them  and  their  name  (it 
means  tooth),  "You  have  to 
deal  with  a  whole  set  of  teeth." 


25%;  and  the  third  is  the  so-called 
Quandt  group,  a  diversified  investment 
group,  with  14%.  The  remaining  23% 
is  widely  held  but  seldom  traded.  Sales 
on  any  one  of  the  four  major  German 
exchanges  where  it  is  traded  some- 
times run  as  low  as  20  shares  a  day. 

Its  Own  Way 

By  the  standards  of  Detroit's  Big 
Three,  Daimler-Benz  does  not  produce 
a  full  line  of  cars.  It  specializes.  It 
makes  the  luxury  Mercedes-Benz  line 
plus  a  line  of  heavy  trucks,  buses  and 
tractors  that  account  for  about  36%  of 
sales.  Instead  of  a  new  model  every 
year,  it  has  offered  just  one  basic  re- 
modeling since  1945,  the  Mercedes 
180,  introduced  in  1953.  It  did  not 
even  make  any  styling  changes  from 
1965  to  January  of  this  year.  And  when 
it  did,  instead  of  bigger,  flashier  de- 
signs, it  offered  smaller,  more  com- 
pact ones,  though  with  the  same  ample 
interior  dimensions. 

Despite  its  unorthodox  approach, 
Daimler-Benz  grew  to  its  present  size 
from  a  tangled  ruin  in  1945.  It  had 
been  the  maker  of  engines  for  the 
Messerschmitt  fighter  and  the  Wehr- 
macht's  Panther  and  Tiger  tanks  in 
World  War  II.  In  earlier  year.,  it  had 
built  engines  for  the  airships  Hinden- 
burg  and  Graf  Zeppelin.  The  compa- 
ny's main  production  facilities  were 
70%  to  80%  destroyed  by  Allied  bomb- 
ers. Yet  last  year  it  produced  over  200,- 
000  automobiles  to  become  the  world's 
seventh-largest  car  maker  (between 
Fiat  and  Benault)  and  the  fifth-largest 
company  of  any  kind  in  West  Germany 
(after  Volkswagen,  Siemens,  Bayer  and 
Thyssen).  Today  it  employs  88,000 
workers  in  West  Germany  and  another 
19,000  abroad  in  associated  companies 
in  Argentina,  Australia,  Brazil,  North 
America,  South  Africa  and  Turkey. 

Capital  is  expensive  in  Europe,  and 
so  Daimler-Benz  had  to  rebuild  and 
grow  on  an  investment  policy  that 
barely  escapes  being  downright  nig- 
gardly by  U.S.  standards.  Since  1948, 
the  company  estimates  that  it  has  put 
$950  million  into  expanding  produc- 
tion facilities.  In  the  last  four  years 
Daimler-Benz's  expenditures  ran  at  an 
annual  average  of  $98  million.  By  con- 
trast, Chrysler  averaged  $275  million 
in  the  same  years— and  last  year  also 
got  $30,000  output  per  worker  vs. 
Daimler-Benz's  $15,000. 
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Do 

You 

Know 

Any  Important  Man 

In  Business 

Who  Does  Not  Read 

Forbes? 


FORBES  500,000  subscribers  don't  just  own  American  business. 
They  run  it. 


Forbes:  capitalist  tool 


Past  Laurels.  Daimler-Benz  quit 
the  racing  circuit  in  1956,  when 
a  Mercedes  racer  killed  87  peo- 
ple in  a  tragic  accident  at  Le 
Mans,  France.  But  Mercedes 
racers  like  the  300  SL  (top)  had 
already  won  so  many  Grand 
Prix  that  its  mantle  of  invin- 
cibility still  rubs  off  on  the  more 
sedate  Model  200  (just  above). 
For  all  that,  the  300  SEL  6.3 
(below)  is  probably  the  fastest 
production  sedan  in  the  world. 


This  investment  policy,  Dr.  Zahn  ex- 
plains, is  geared  to  "long-term  and  con- 
tinuous market  development."  Trans- 
lated roughly,  this  means,  "Why  rush? 
So  what  if  we  can't  supply  demand  in 
some  years  and  in  some  markets?  The 
markets  will  be  around  next  year  and 
so  will  we."  It  means,  in  effect,  that 
demand  is  allowed  to  outrun  the 
supply.  Deliberately  so.  It  has  never 
troubled  Daimler-Benz  that  customers 
sometimes  have  to  wait  two  years  for 
delivery.  The  company's  attitude  is: 
Let  'em  wait. 

The  Skill  Pool 

This  devotion  to  "moderate  but  con- 
tinuous growth"  stems  in  part  from  the 
high  cost  of  capital;  Daimler-Benz's 
controlling  stockholders  would  no 
more  dilute  their  equity  to  raise  ex- 
pensive money  than  they  would  peddle 
their  daughters  on  the  Beeperbahn, 
Hamburg's  red-light  district.  But  it 
stems,  too,  from  the  company's  con- 
cern about  keeping  its  workers  steadily 
employed.  It  does  not,  like  Detroit, 
pile  on  the  overtime  when  demand  is 
strong  and  then  cut  back  when  sales 
decline.  Instead,  it  lengthens  the  de- 
livery time  when  demand  is  brisk,  cuts 
it  back  when  orders  slacken.  Dr.  Zahn 
concedes  that,  short  term,  this  is  not 
the  most  profitable  way  to  run  a  com- 
pany. But  he  says:  "One  cannot  make 
purely  economic  decisions  in  Germany 
when  jobs  are  at  stake."  He  adds,  with 
an  obvious  dig  at  the  practices  of  Ger- 
man subsidiaries  of  U.S.  firms:  "1 
would  like  to  see  foreign  investors  in 
Germany  adapt  themselves  to  this  sort 
of  concern  shown  by  German  firms  in 
times  of  crisis." 

Daimler-Benz's  interest  in  employ- 
ment stability  is  of  course  directly  re- 
lated to  its  emphasis  on  quality.  Both 
go  all  the  way  back  to  the  founding 
of  the  company  by  Gottlieb  Daimler 
in  1882.  An  engine  maker,  Daimler 
chose  as  his  emblem  a  three-pointed 
star  representing  earth,  sky  and  water, 
to  indicate  that  he  didn't  care  where 
his  engines  went  as  long  as  they  were 
the  world's  finest.  The  Daimler  com- 
pany merged  in  1926  with  Benz  &  Cie., 
a  manufacturer  of  automobiles,  found- 
ed in  1883  by  Karl  Benz.  The  three- 
point  star  became  the  emblem  of  the 
company's  quality  cars,  named  Mer- 
cedes for  the  comely  daughter  of  a 
French  distributor  on  the  Cote  d'  Azur. 
Quality,  of  course,  demanded  quality 
workers  with  pride  in  their  work;  in 
return  the  boss  tried  to  assure  them  of 
steady  work,  a  rare  enough  boon  in  the 
old  days.  To  this  day,  a  Daimler-Benz 
worker  identifies  himself  as  such  with 
real  pride. 

One  reason  for  the  stable  demand 
for  Mercedes  cars  is  what  Dr.  Zahn 
calls   "the  special   character  of   Mer- 


Reynolds  is 

fresh  out  of 

sacred  cows 

Today,  Yesterday.  Every  day. 

Because  our  customers  can't 
afford  them. 

With  current  world  news  what 
it  is;  market  activity  at  an  all-time 
high,  and  more  and  more  mergers 
of  more  and  more  major  compa- 
nies—no industry,  company,  or 
stock  can  possibly  be  considered 
sacrosanct. 

That  goes  for  stocks  we  may 
have  endorsed  in  the  past.  It  goes 
for  stocks  that  we  may  endorse  in 
the  future. 

The  important  point  for  our  cus- 
tomers is,  that  even  in  the  most 
changing  and  uncertain  of  mar- 
kets, they  know  they  can  always 
count  on  Reynolds  thinking  to  be 
free,  unfettered,  and  unhampered 
by  "sacred  cows." 

If  that  kind  of  thinking  might 
make  sense  in  your  own  investment 
situation,  stop  in  at  the  nearest 
Reynolds  office  and  talk  to  one  of 
our  Account  Executives. 

And  don't  worry  about  shibbo- 
leths, either. 


Reyiiolds  &  Co. 

1/  MEMBERS  NEW  YORK  STOCK  EXCHANGE 

AND  OTHER  LEADING  EXCHANCES 

120  BROADWAY,  N.Y.,  N.Y.  10005 
50  OFFICES  COAST  TO  COAST 
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Funny,  they  don't  look  like  railroad  men. 


They  are.  But  they're  more  than  that. 
Take  the  fellow  on  the  left,  for  instance. 
He's  a  chemical  man.  And  behind  him,  a  freight  forwarder  man. 
To  his  left,  a  metal  man,  lumber  and  paper  man,  automotive  man, 
food  man,  grain  man  and  a  stone/clay/glass  man.  Eight  men  who 
talk  your  language.  Eight  men  who  know  your  business  as  well 
as  ours.  C&O/B&O  Market  Managers. 

You  see,  we  feel  you'd  rather  discuss  your  distribution  program 
with  a  man  who  knows  your  special  problems.  And  how  we  can 
solve  them.  Pick  your  man,  then  call  our  local  salesman  or  write: 
Vice  President,  Merchandise  Freight  Group,  One  Charles  Center, 
Baltimore,  Maryland  21201. 


THE  C&O/B&O  railroads 


Cleveland  44101 


Baltimore  21201 


Seeing  the  light: 

electric  utility 
stocks  today 


The  income  tax  surcharge  and  the 
mandatory  reductions  in  Federal  expenditures 
have  significantly  improved  the  outlook 
for  utility  stocks,  in  our  opinion.  Our  August 
Monthly  Letter  discusses  the  industry  in  detail. 

It  explains  the  relationship  between 
general  interest  rates  and  the  price  of  utility 
stocks.  It  describes  the  industry's  pattern 
of  consistent  earnings  growth,  reviews  the 
dividend  outlook,  projects  earnings  growth 
rates  for  the  next  five  years.  We  also  assess  the  impact  on  the  industry 
of  nuclear  power,  computers,  the  trend  toward  combined 
operations,  and  new  regulatory  concepts,  among  other  factors. 

We  believe  that  carefully  selected  electric  utility  stocks  involve  little 
downside  risk  and  could  appreciate  as  much  as  25%  over  the  next 
year.  We  specifically  recommend  three  stocks  for  current  purchase.  For 
your  free  copy  of  this  Letter,  simply  contact  our  office  at  the  address  below. 

Successful  investors  know  Goodbody 
Q       GOODBODY&CO. 

est  1891  55  BROAD  STREET,  NEW  YORK 

Members  New  York  Stock  Exchange  and  Leading  Slock  and  Commodity  Exchanges  •  Over  90  Othces  Throughout  the  Nation 


cedes  customers."  Again,  translated, 
that  means  they  are  rich  enough  not 
to  have  to  defer  purchases  when  the 
economy  dips.  But  since  this  group  of 
luxury  buyers  is  limited  in  any  one 
country,  concentrating  on  it  has  also 
meant  that  Daimler-Benz  must  look  to 
export  sales  for  much  of  its  growth. 
Until  recently  it  held  its  passenger-car 
exports  to  48%  of  output.  But  last  year, 
with  the  German  market  weak,  it  ex- 
ported nearly  99,000  or  over  49%,  and 
its  1968  goal  is  said  to  be  102,000. 

The  principal  target  is,  naturally, 
the  U.S.,  by  far  the  world's  largest 
market  for  luxury  cars.  Cadillac  alone 
sold  some  200,000  cars  in  the  U.S.  last 
year,  about  the  same  as  Daimler-Benz's 
total  production.  Daimler-Benz  sold 
22,000  cars  to  Americans  last  year 
(target  for  1968:  25,000),  or  over  half 
of  U.S.  auto  imports  in  the  $4,100-and- 
up  class.  This  represented  a  gain  of 
nearly  70%  in  just  two  years,  giving 
Daimler-Benz  a  bigger  share  of  the 
U.S.  luxury-car  market  than  Chrysler, 
and  putting  it  within  striking  distance 
of  the  Lincoln  Continental's  sales  last 
year  of  34,400. 

Signs  of  Change 

This  sharp  increase  in  U.S.  sales  re- 
flects a  change  in  Daimler-Benz's  dis- 
tribution here.  Until  1964  the  Mer- 
cedes was  distributed  in  the  U.S. 
through  Studebaker  dealers.  That  year 
Daimler-Benz  management  grimly  vio- 
lated its  close-fisted  investment  policy 
and  sank  $12.5  million  into  establish- 
ing its  own  U.S.  dealer  network.  Says 
Heinrich  Will,  the  man  in  charge  of 
U.S.  sales:  "Three  hundred  and  fifty 
Studebaker  dealers  sold  20  Mercedes 
cars  a  year  each.  That  did  not  yield 
enough  profit  to  interest  them  in  giv- 
ing good  customer  service."  The  main 
losers  were  the  numerous  Mercedes 
buyers  who,  after  paying  $4,000  to  $5,- 
000  and  more  for  a  supposed  quality 
car,  found  it  deteriorating  for  want  of 
proper  service.  That  situation  has  im- 
proved. Daimler-Benz  now  has  about 
270  U.S.  dealers,  who  sell  an  average 
of  some  80  cars  each. 

Another  indication  of  the  impor- 
tance of  the  U.S.  in  Daimler-Benz's 
scheme  of  things  is  the  easing  of  the 
company's  traditional  "Let  'em  wait" 
policy  on  deliveries.  At  least  a  30-day 
supply  of  cars  is  kept  on  hand  at  seven 
warehouses  in  the  U.S.  while  there  is 
an  eight-to-ten  month  waiting  period  in 
Gei-many.  Also,  Mercedes  cars  pro- 
duced for  the  U.S.  market  are  equipped 
with  U.S. -made  air  conditioners  and 
headlights.  And  the  company  even 
dreams  of  getting  a  real  slice  of  the 
U.S.  truck  and  bus  market:  Stainless 
steel  buses  with  the  Mercedes  star  are 
already  transporting  tourists  through 
Washington,  Boston  and  Honolulu. 
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The  growth  <  f  ll.e  U.S.  market  is  not 
the  only  change  in  the  works  at  Daim- 
ler-Benz these  days.  As  a  gesture  to  a 
more  democratic  era.  Zahn  styles  him- 
self Vorstandsprecher  ("spokesman  for 
the  board  of  executives" )  rather  than 
the  old  -  fashioned  G(  iwraldirektor 
(chief  executive)  which  his  predeces- 
sors used.  Zahn  himself  is  a  lawyer- 
turned-financial  man  who  played  an 
important  role  in  reorganizing  Daim- 
ler-Benz production  facilities.  He  likes 
to  quote  Alfred  Sloan  but  says:  "Big 
companies  all  over  the  world  can  learn 
from  each  other."  Which  suggests,  of 
course,  that  mavbe  Daimler-Benz  has 


same  period  the  year  before.  This  in 
turn  put  the  pressure  on  production, 
which  rose  from  17,000  cars  a  month 
last  year  to  19,000  by  mid- 1968.  The 
figure  might  well  rise  to  20,000  by  the 
middle  of  next  year,  especially  if  Daim- 
ler-Benz overcomes  its  long-standing 
reluctance  to  establish  a  third  shift. 

This  production  rise  has  been 
achieved,  not  by  massive  spending, 
but  by  a  thorough  reorganization  of 
plant  facilities  in  the  last  dozen  years. 
Hampered  by  lack  of  space  in  the 
Stuttgart  mountain  area  where  the 
original  Daimler-Benz  plants  are  lo- 
cated,  the  firm   was  for  many  years 


or  European  companies.  True,  for  five 
years  it  has  cooperated  closely  with 
Volkswagen  in  research  and  develop- 
ment. But  Dr.  Zahn  emphasizes  that 
neither  partner  "is  giving  up  its  inde- 
pendence." 

Interviewed  by  Forbes  recently, 
Dr.  Zahn  was  asked  how  companies 
like  Daimler-Benz  could,  in  the  long 
run,  survive  against  the  multibillion- 
dollar  muscle  of  U.S. -based  interna- 
tional companies  like  General  Motors 
and  Ford.  He  answered,  in  effect,  that 
Daimler-Benz  has  no  intention  of  giv- 
ing up  its  independence,  whatever  may 
happen. 


Diesel  Or  Gas?  Of  the  2  million  Mercedes-Benz  passenger 
cars  built  since  1946,  every  third  one  has  been  a  diesel. 
Thus  Daimler-Benz  holds  a  unique  record  in  the  automotive 
world.  Even  the  fabled  West  German  economic  boom  did 
not  change  the  minds  of  thrifty  customers  who  would  rather 
put  up  with  the  diesel's  clanking  noise  than  relinquish  its 
advantages  of  economy,  durability  and  simplicity  (it  has  no 
electrical  ignition  or  carburetor).  By  far  the  staunchest  cus- 
tomers of  Mercedes  diesels  are  German  cab  drivers  who 
are  delighted  to  drive  their  cars  200,000  miles  without  major 
repairs.  Surprisingly,  however,  many  Americans  are  diesel 


fans  too,  willing  to  pay  $134  more  for  the  longer-lasting 
product;  24%  of  the  Mercedes  cars  shipped  to  the  U.S.  in 
1967  were  diesels.  The  successful  sale  of  diesel  cars,  how- 
ever, does  not  stem  from  the  fact  that  a  bunch  of  old-fash- 
ioned car  buyers  all  over  the  world  simply  refuse  to  change 
their  minds.  It  also  comes  from  Daimler-Benz's  continuous 
efforts  to  eliminate  the  inconveniences  of  diesel  engines. 
Take  the  two  diesels  above.  The  styling  of  the  1946  model 
(left)  and  the  1968  model  is  not  the  only  difference.  Driving 
the  new  220  diesel,  one  would  have  serious  trouble  telling — 
at  least  by  listening — that  it  is  equipped  with  a  diesel  engine. 


.something  to  teach  General  Motors— 
as  well  as  vice  versa. 

Under  Zahn,  Daimler-Benz  has  com- 
promised somewhat  with  the  old  re- 
fusal to  pay  attention  to  trends  in  car 
styling.  While  engineering  remains  the 
company's  chief  talking  point,  its  cars 
are  a  good  deal  better  looking  than 
they  were  a  decade  ago.  The  "new  gen- 
eration" Mercedes  models  introduced 
early  this  year  finally  laid  to  rest  the 
taunt  formerly  leveled  at  the  com- 
pany in  Germany,  that  its  lower-priced 
cars  were  "butchers'  cars"  or  "farmers' 
cars,"  meaning  that  they  were  much 
more  durable  than  chic.  The  new  mod- 
els sparked  an  80%  jump  in  orders  in 
the  first  four  months  of  1968  over  the 


unable  to  produce  trucks,  buses  and 
heavy  engines  in  separate,  efficient 
factories.  Through  purchases,  partner- 
ships and  leases  the  company  has 
managed  to  resystematize  the  manu- 
facturing organization  and  double  its 
industrial  area  to  80  million  square 
feet.  The  center  for  the  production  of 
passenger  cars  is  in  Untertuerkheim  (a 
Stuttgart  suburb)  and  in  the  12-mile- 
distant  village  of  Sindelfingen.  Sepa- 
rate facilities  for  trucks,  buses  and 
tractors  are  located  near  Mannheim, 
in  Duesseldorf  and  at  the  Bodensee. 

Given  this  reorganization,  Daimler- 
Benz  feels  no  need  to  be  stampeded 
by  the  much-heralded  American  chal- 
lenge into  merging  with  other  German 


"It  would  be  wrong  to  believe  we 
have  to  follow  the  example  of  Ameri- 
can development,"  he  said.  "I  believe 
that  our  future  market  development  re- 
quires a  large  number  of  medium-sized 
companies  like  ours  which  are  special- 
ized in  specific  market  demands."  He 
went  on  to  suggest  that,  in  Europe  at 
least,  the  formation  of  giant  companies 
through  mergers  might  speed  the  pace 
of  socialism.  "Bemember,"  he  said, 
"that  complete  nationalization  aims  pri- 
marily at  the  formation  of  a  minimum 
number  of  enterprises  of  maximum 
size  with  a  minimum  of  differentiation 
of  products." 

Daimler-Benz,  in  short,  intends  to 
go  right  on  being  Daimler-Benz.  ■ 


FORBES,  AUGUST  15.  1968 


37 


Wall  Street:  Back  to  Fundamentals? 

Rising  earnings,  projected  into  indefinite  future,  has  been  Wall  Street's 
golden  calf  for  years.  But  an  older  cult— assets— shows  signs  of  a  revival. 


Webster's  defines  "performance"  as 
"the  execution  of  an  action"  or  as  "the 
fulfillment  of  a  promise."  But  when 
Wall  Street  says  "performance"  it 
doesn't  mean  just  any  performance. 
The  original  term  meant  a  "fund  that 
outperforms  the  market,"  but  Ameri- 
cans have  a  built-in  distaste  for  long, 
compound  terms,  so  they  shortened  it 
to  "performance  fund"  and  everybody 
now  knows  what  that  means. 

Or  do  they? 

Does  it  mean  fast  in-and-out  trad- 
ing? Does  it  mean  concentrating  in  new 
stocks  and  hot  little  companies?  Does 
it  mean  being  the  first  to  catch  tomor- 
row's new  stock  market  fad?  Turn- 
arounds in  big  companies?  Special 
situations?  Picking  tomorrow's  growth 
stocks  and  riding  with  them  through 
thick  and  thin  to  the  ultimate  rewards? 

In  practice,  performance  can  and 
does  mean  any  and  all  of  these  things, 
but  in  canvassing  some  of  the  most 
successful  performance  managers  in 
the  U.S.,  a  team  of  Forbes  reporters 
came  to  this  conclusion:  The  majority 
of  performance  money  managers  are 
still  believers  in  what  the  Street  calls 
"relative  earnings  growth"  (REG). 
And  what  does  that  mean?  It  means 
buying  stocks  whose  earnings,  quarter- 
by  quarter,  or,  at  least,  year  by  year, 
are  growing  faster  than  those  of  indus- 
try as  a  whole.  It  means  finding  these 
stocks,  if  possible,  before  most  others 
find  them. 

The  Midsummer  Blues 

Quality  of  earnings?  The  true  REG 
believer  couldn't  care  less  whether  the 
earnings  were  produced  by  fancy  book- 
keeping or  by  a  spurt  in  demand  that 
couldn't  possibly  last.  (A  shattering 
case  in  point  is  National  Video;  this 
one-time  Amex  "hot"  stock  soared  from 
3  to  120  on  earnings  gains  produced 
by  what  could  only  have  been  a  tempo- 
rary shortage  of  color-TV  tubes;  today 
the  company  is  deep  in  the  red  and  the 
stock  is  down  to  12%.)  More  recently, 
Forbes  pointed  out  that  REG  has 
been  applied  almost  indiscriminately 
to  computer-leasing  stocks,  fried  chick- 
en and  hamburger  franchisers— any- 
thing that  can  provide  a  plausible  case 
or  a  convincing  story  for  near-term 
earnings  growth. 

In  its  most  basic  form,  REG  is  the 
most  simple-minded  of  concepts,  and 
yet  there  has  been  built  around  it  a 
mystique  so  powerful  that  it  persuades 
people  to  pay  30,  40  or  50  times  earn- 


ings for  stocks  that  have  this  mysteri- 
ous REG  factor,  while  perfectly  good 
stocks  that  don't  have  it  go  begging 
for  around  ten  times  earnings. 

But  will  REG  go  on  forever?  Not 
necessarily.  The  stock  market's  mid- 
summer weakness  has  shaken  the  be- 
lievers in  the  mystique.  So  have  the 
recent  interruptions  in  earnings  gains 
for  such  prime  REG  companies  as  Lit- 
ton Industries.  Interestingly  enough, 
Forbes  found  that  a  good-sized  minor- 
ity of  the  performance-minded  man- 
agers think  that  relative  earnings 
growth  has  been  carried  to  ridiculous 
extremes.  One  who  does  is  Roland  D. 
Grimm,  a  42-year-old  former  portfolio 


Grimm 


Butcher 


manager  at  Boston's  high-performance 
Fidelity  Fund.  Grimm  was  hired  early 
this  year  by  the  trustees  of  Yale  Uni- 
versity (including  J.  Richardson  Dil- 
worth,  William  W.  Scranton  and  John 
Hay  Whitney)  to  run  its  $500-million 
endowment  fund,  second  only  to  Har- 
vard's ( assets :  $  1  billion )  in  sheer  size. 

Grimm  feels  the  flaw  in  REG  is  that 
it  measures  the  past,  not  the  future. 
"Today  everyone  is  paying  high  prices 
for  computer  stocks,"  Grimm  says, 
"just  as  18  months  ago  they  were  pay- 
ing high  prices  for  airline  stocks.  Air- 
lines could  do  no  wrong,  airlines  were 
the  outstanding  growth  industry  in 
the  country  and  there  wasn't  a  single 
cloud  on  the  horizon.  Only  Howard 
Hughes  had  enough  brains  to  sell  out 
his  entire  position  in  the  industry  right 
at  the  top  of  the  market.  He  was  the 
only  good  security  analyst."  In  1966 
some  airline  stocks  sold  as  high  as  40 
times  earnings.  Today  they  average 
13  times  earnings. 

Where  is  Grimm  looking  for  more 
zip  for  the  Yale  portfolio?  In  such  low- 
fliers  as  Armour,  Gudahy  and  Ameri- 
can Telephone  &  Telegraph.  Fat-asset 


companies  like  the  meat  packers  are, 
in  Grimm's  eyes,  potential  acquisitions 
for  the  conglomerates.  They  sell  at 
book  value  or  below  and  offer  almost 
no  risk.  As  for  AT&T,  Grimm  says: 
"It's  selling  at  the  same  price  as  it  was 
in  1960.  Yet  the  dividend  has  gone 
from  $1.70  to  $2.40.  In  my  view,  this 
has  been  completely  overdone.  There 
isn't  any  question  in  my  mind  whatso- 
ever that  people  are  just  throwing 
caution  to  the  winds  and  are  buying 
things  with  price/earnings  ratios  that 
are  absolute  nonsense.  IBM  has  a  mar- 
ket value  of  $40  billion.  Is  it  going  to 
go  up  another  $40  billion?" 

Grimm  is  paying  a  price  for  his  con- 
victions. Grimm's  Omega  Fund,  a  mu- 
tual fund  he  runs  along  with  the  Yale 
endowment,  has  the  distinction  of  be- 
ing, after  only  a  few  short  months  of 
life,  one  of  the  worst-performing  funds 
in  the  business. 

But  Grimm,  Yale  and  the  buyers  of 
his  fund  may  turn  out  to  be  right.  To 
a  great  degree,  the  stock  market  is 
fueled  by  fads,  and  fads  have  a  way 
of  fading.  But  before  they  do,  they 
usually  get  carried  to  ridiculous  ex- 
tremes, and  there  are  signs  that  the 
present  fad  is  well  advanced  into  its 
silly  season.  George  Putnam,  presi- 
dent and  director  of  Boston's  Putnam 
Fund  group,  whose  newly  launched 
Vista  Fund  and  Putnam  Equities  Fund 
are  among  this  year's  two  top  perform- 
ers, says,  "One  of  the  difficulties  with 
the  performance  kick  the  world  is  on 
right  now  is  that  it  wants  performance 
tomorrow,  meaning  next  Sunday— not 
next  year.  This  forces  us  to  take  a  much 
shorter-term  point  of  view  than  we 
used  to  take.  In  a  turnaround  situa- 
tion, we  can't  wait  for  the  board  of 
directors  to  become  dissatisfied.  We 
have  to  find  a  situation  where  the 
board  is  already  dissatisfied  and  things 
are  taking  place  now.  But  even  then, 
that's  not  a  good  situation  because  the 
earnings  increase  is  months  or  a  year 
or  two  away,  and  the  market  is  just  not 
going  to  wait." 

Elder  Statesman 

Grimm  is  a  young  man— 42.  George 
Putnam  is  only  41.  But  for  the  pre- 
sent at  least  they  are  in  partial  agree- 
ment with  an  elder  statesman  of 
performance,  a  man  who  was  out- 
performing the  market  back  in  the 
days  when  the  art  was  known  as  "spe- 
cial situations."  He  is  Howard  Butcher 
III,  66,  head  of  Philadelphia's  Butcher 
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20  YEARS  OF  SHIFTING  MARKET  FASHIONS 

As  women's  skirts  go  up  and  down  and  necklines  plunge 
and  close,  so  shift  the  standards  by  which  Wall  Street 
awards  high  or  low  price -earnings  ratios  (see  story). 
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&  Sherrerd.  Butcher  looks  on  the  cur- 
rent market  as  simplv  a  "wild  spell." 
Says  Butcher:  "The  last  wild  spell 
was  in  1962.  Every  time  these  bubbles 
break,  people  go  back  to  the  solid 
stocks."  Butcher's  idea  of  solid  stocks 


SOURCE:  DREXEL-HARRIMANRIPLEY 


involves  more  than  simple  earnings 
growth.  "Solid  stocks  can  be  stocks 
with  solid  earnings,"  he  says,  "but  they 
can  also  be  stocks— whose  earnings  are 
temporarily  down— with  a  lot  more  as- 
sets than  the  price.  Now  we  have  a 


company  out  in  Hawaii  called  C.  Brew- 
er. It's  a  big  sugar  company  and  it  lias 
a  great  deal  of  real  estate,  which,  if  you 
took  each  separate  acre,  picked  it  up, 
looked  at  it,  put  it  down  and  put  a  val- 
ue on  it,  would  make  the  value  of  that 
stock  possibly  anywhere  from  $50  to 
$75  a  share.  But  it's  only  selling  at  $33 
per  share  because  the  earnings  aren't 
anywhere  big  enough  to  support  such 
a  price.  But  that  stock  is  probably 
solid  because  it  has  the  intrinsic  value 
there  drawing  the  price  toward  it." 

A  similar  but  larger  situation,  Butch- 
er feels,  is  Cities  Service.  "It  obviously 
has  very  great  values  in  the  ground 
in  both  oil  and  copper,  it  has  real  es- 
tate all  over  New  York  and  it  has  solid 
earnings  that  are  gradually  increasing 
commensurate  with  the  assets." 

This  idea  of  buying  assets  with  the 
hope  that  earnings  will  catch  up  is 
nothing  new,  especially  to  Butcher, 
who  put  his  clients  into  the  Pennsyl- 
vania Railroad  when  it  was  selling  for 
about  one-fifth  its  present  price  and 
was  scorned  by  most  of  the  bright 
young  men  of  Wall  Street. 

Howard  Butcher  even  likes  the  utili- 
ties today.  "I  think  we've  pretty  much 
touched  bottom  on  this  credit  thing," 
he  .says.  "But  with  this  tremendously 
expensive  bond  market,  every  regu- 
latory authority  in  the  country  is  going 
to  be  told,  'Look,  we've  got  to  get  a 
higher  rate  of  return  on  our  rate  base.' 
And  they'll  get  it.  And  since  some  of 
the  distribution  of  those  earnings  goes 
to  interest  on  the  old  bonds,  a  lot  of 
that  will  come  racing  through  to  the 
common  stock.  Then,  I  think  people 
will  begin  to  realize  that  the  earnings 
on  these  big  public  utilities— like  the 
big-city  utilities,  Philadelphia  Elec- 
tric, Commonwealth  Edison,  Con  Edi- 
son or  AT&T— are  almost  guaranteed 
and  that  they  must  be." 

Steel  In,  Xerox  Out? 

Not  many  moneymen  would  go  this 
far.  But  other  performance-minded 
money  managers  are  shifting  their  at- 
tention from  growth  stocks  to  cyclical 
stocks.  Construction,  for  example,  is 
a  current  enthusiasm  of  the  hot-per- 
forming Ivy  Fund.  Its  president,  Paul 
F.  Fenton  Jr.,  includes  the  lowly  steels 
in  that  industry.  "There's  a  tremen- 
dous market  for  steel  in  modular 
homes,"  he  says,  adding  that  steel  has 
yet  to  have  its  technological  revolu- 
tion. Steel?  For  a  performance  fund? 
What  about  Xerox?  "Xerox  is  the  best 
short  sale  on  the  Big  Board,"  Fenton 
says.  "They're  in  the  same  position  as 
3M  was  a  few  years  ago.  Xerox  can't 
find  any  new  products,  so  their  price/- 
earnings  ratio  has  to  come  down  from 
70  to  about  35."  Charles  L.  Moruzzi, 
head  of  one  of  the  best-performing 
funds  of  the  first  half  of  1968,  Crown 
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What's  the 

right 

mutual  fund 

for  you? 

Many  American  families  have  found 
themselves  financially  able  to  in- 
vest, but  reluctant  to  take  on  the 
responsibility  of  managing  a  port- 
folio of  stocks  and  bonds. 

Many  of  these  families  have 
found  mutual  funds  are  the  sensi- 
ble answer.  Of  course,  mutual  fund 
shares  go  up  and  down  in  value  just 
as  other  securities,  and  often  a  sales 
commission  is  charged  when  you 
buy  them;  however  they  do  provide 
an  investor  with  broad  diversifica- 
tion plus  the  value  of  trained  pro- 
fessional management. 

Different  funds  have  different 
investment  goals :  Some  seek  maxi- 
mum current  income,  some  aim  for 
possible  growth  of  capital,  others 
have  still  different  aims.  Dean 
Witter  &  Co.  has  had  years  of  ex- 
perience in  matching  clients  with  a 
particular  fund.  From  the  scores  of 
different  funds  available,  we  select 
the  ones  that  seem  best  for  you. 
We'll  provide  you  with  a  prospectus 
on  these  and  help  you  make  the 
decision. 

Interested?  Just  call  the  manager 
of  the  nearest  Dean  Witter  office. 
He'll  be  glad  to  help  you. 


You're  close  to  men  who 
know  when  you  invest  with... 

Dean  Witter  &  Co. 

Members  New  York  Stock  Exchange 
Pacific  Coast  Stock  Exchange 

DIVISION   OFFICES  IN 

SAN  FRANCISCO    •    LOS  ANGELES 

NEW  YORK    •    CHICAGO 

OTHER  OFFICES  THROUGHOUT  THE  U.S. 


Western-Dallas  Fund,  also  likes  con- 
struction. He  already  has  a  large  posi- 
tion in  such  stocks  as  Overhead  Door, 
U.S.  Gypsum,  Republic  Gypsum  and 
Tyler  Pipe,  and  plans  to  increase  it.  in 
the  near  future. 

Paul  Miller,  president  of  Philadel- 
phia's Drexel  Harriman  Ripley,  is  little 
known  outside  of  the  professional 
money  management  circuit,  but  with- 
in the  business  he  is  highly  respected. 
Miller  points  out  that  relative  earnings 
growth  is  only  the  latest  in  a  series  of 
fashions. 

In  a  brilliant  and  immensely  read- 
able report  last  winter,  Miller  traced 
the  fashion.  He  said  that  after  World 
War  II,  Wall  Street  had  the  Depres- 
sion and  the  War  on  its  mind,  and 
looked  for  "sound  value"— preferably 
stocks  with  little  or  no  debt  and  hence 
limited  leverage.  They  were  the  pre- 
mium-priced stocks  of  their  day.  The 
big  question  was:  "How  would  this 
stock  fare  in  the  event  of  a  15%  de- 
cline in  gross  national  product?"  That 
phase  lasted  about  five  years.  Infla- 
tion had  become  a  popular  topic  by 
about  1952,  but  it  wasn't  until  the 
recession  finally  arrived  in  1953-54 
and  proved  relatively  mild,  that  Wall 
Street  began  to  shake  its  fears  of  an- 
other 1929  and  look  at  "growth  com- 
panies." Then,  unlike  today,  this 
growth  was  very  long  term,  and  was 
supposed  to  depend  on  such  factors  as 
how  much  a  particular  company  was 
investing  in  new  plant.  A  corollary  of 
the  interest  in  plant  investment  was 
the  discovery  of  "cash  flow,"  the  total 
amount  of  earnings  and  depreciarion 
flow  a  company  had  at  its  disposal. 
The  stocks  to  own  were  companies  that 
produced  durable  goods  and  were  in- 
vesting heavily  in  plant— steels,  papers, 
aluminum  and  chemicals. 

A  New  Market 

The  1957-58  recession,  Miller  con- 
tinues, again  proved  short  and  mild, 
but  growth  in  the  commodity  areas 
began  to  lose  glamour.  Commodity 
prices  began  to  erode,  and  so  did  profit 
margins  in  the  durable-goods  section. 
Consistent  growth  was  no  longer  pos- 
sible from  durable-goods  companies, 
no  matter  how  many  plants  they  built. 
Into  fashion  came  the  consumer  non- 
durables— General  Foods,  Procter  & 
Gamble— companies  that  would  grow 
no  matter  what  happened  to  heavy  in- 
dustry. Even  banks  and  utilities,  al- 
ways thought  of  as  income  stocks, 
suddenly  became  growth  stocks  be- 
cause they  were  consistent.  Sputnik 
had  gone  up  in  1957,  and  added  space 
and  technology  stocks  to  the  list  of 
those  with  high  P/E  ratios. 

In  the  mid-Fifties,  Miller  says,  "the 
long-term-growth  concept  was  pretty 
well   confined   to   the   big,   dominant. 


financially  impregnable  companies.  But 
as  the  Sixties  approached,  the  concept 
spread.  Neither  technology  nor  steady 
growth  nor  even  serious  financial  analy- 
sis mattered;  just  numbers,  numbers 
projected  into  a  starry-eyed  future." 
Research,  wrote  Miller,  "became  in- 
volved in  a  game  of  matching  pro- 
jected compound  annual  growth  rates 
against  P/E  ratios."  Smaller  companies, 
once  regarded  as  anything  but  prime 
investments,  now  became  high  P/E 
stocks.  "This  paved  the  way  for  the 
discovery  of  a  whole  new  stock  mar- 
ket that  few  of  us  even  knew  existed," 
Miller  says.  "It  didn't  matter  much 
what  the  company  made.  This  new 
market  included  dozens  of  companies 
providing  consumer  and  business  serv- 
ices, apparel,  savings  and  loans  and 
hundreds  of  others  in  narrowly  based 
businesses  brought  to  market  by  un- 
derwriters to  satisfy  investor  demands 


Miller 


Alger 


for  the  consistent  compound-annual- 
growth-rate  concept." 

After  the  1962  crash,  investors 
blamed  not  the  concept,  but  their  own 
inability  to  apply  it.  Onto  the  scene 
came  the  performance  managers,  high 
priests  who  would  apply  the  growth 
concept  to  the  advantage  of  the  un- 
initiated, but  on  a  basis  of  earning 
growth  relative  to  other  companies. 
The  best  among  the  managers  became 
public  heroes  with  or  without  benefit 
of  press  agentry,  and  the  public  fol- 
lowed them  into  their  favorite  stocks. 

Said  Miller  of  REG  applied  indis- 
criminately: "If  the  whole  thing  is  not 
dead  now,  it  will  probably  be  soon." 
Last  month,  therefore,  when  Forbes 
asked  Miller  how  he  regards  the  cur- 
rent stock  market,  he  replied:  "The  tax 
surcharge  will  undoubtedly  help  the 
banks,  and  there  are  a  lot  of  medium- 
sized  banks  outside  the  glamour  areas 
that  are  selling  at  nine  or  ten  times 
earnings  with  good  records." 

Miller  is  watching  at  a  distance,  but 
not  yet  buying  some  of  the  big  blue 
chips  in  heavy  industry.  "The  return 
on  capital  enjoyed  by  these  companies 
is,  say,   10%,"  he  says.   "This  is  well 
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"Comparisons  are  odious!"  That  was 
one  of  the  mildest  objections  from  a 
mutual  fund  salesman  when  Forbes 
began  its  annual  survey  of  mutual 
funds  back  in  1956.  At  that  time, 
mutual  funds  were  for  the  small  in- 
vestor. The  salesman's  biggest  selling 
pitch  was  diversification:  You  don't 
have  enough  money  to  buy  100  blue- 
chip  stocks,  so  give  us  your  cash  and 
we'll  do  it  for  you.  The  second  argu- 
ment was  inflation:  Mutual  funds  will 
enable  you  to  keep  ahead  of  inflation. 

Hut  to  perform?  To  outdo  the  stock 
market?  To  outshine  other  funds?  The 
very  idea  was  outrageous.  "Weren't 
>oii  just  a  little  unfair  to  the  mutual 
fumls  when  you  compared  them  with 
the  Dow-Jones  industrials?"  read  a  let- 
ter referring  to  our  1956  survey.  Said 
another  reader  ot  our  pioneering  eflorts 
at  mutual  funds  performance  ratings: 
"FoKBts  resents  the  fast-growing  mu- 
tual investment  funds." 

The  critics  argued  that  mutual  funds 
weren't  stocks  bought  tor  a  profit.  They 
were  a  new  form  of  security  for  the 
|oilg  haul.  It  was  wrong  for  us  to 
"demonstrate  to  our  readers  that  some 
funds  did  better  jobs  for  their  share- 
holders than  others. 

How  times  have  changed!  How 
quaint  all  these  objections  sound  to- 
day. Performance  is  now  the  name  of 
the  game  (see  p  38),  not  long-pull 
investing,  and  the  mutual  hinds  are 
playing  it  with  a  will. 

It's  Enough 

.  The  performance  idea  is  not  uni- 
versally accepted,  of  course.  But  it  is 
widespread  enough  to  have  enabled 
the  performance  funds  to  take  over  70% 
of  the  new  sales  in  the  fund  market, 
ts.  30';  ten  years  ago.  It  is  promi- 
nent enough  to  scare  the  old,  big,  con- 
servative mutual  fund  organizations. 
Over  a  year  ago,  the  big  Wellington 
Management  Co.  merged  with  the 
performance-conscious  management  of 
Ivest  Fund  in  order  to  give  the  Well- 
ington sales  organization  some  mer- 
chandise that  people  would  buy.  This 
year,  even  big  Investors  Diversified 
Services,  which  has  a  captive  sales 
force  and  is  very  strong  in  the  rela- 
tively unsophisticated  rural  and  small- 
town market,  is  establishing  two  would- 


be  performance  funds:  the  IDS  New 
Dimensions  Fund  and  the  IDS  Pro- 
gressive Fund. 

The  performance  idea  was  strong 
enough  to  make  nonfund  money  man- 
agers, such  as  banks  and  invest- 
ment counselors,  start  looking  to  the 
performance  funds  for  stock-market 
leadership.  It  was  strong  enough  to 
bring  big-block  fund  purchases  by  pen- 
sion funds  and  profit-sharing  plans  as 
well  as  Keogh  Bill  savings  from  the 
self-employed.  It  brought  the  mutual 
fund  industry  an  all-time  record  $3.2 
billion  in  sales  in  the  first  six  months 
of  this  year,  378%  above  the  June  1956 
level  of  $670  million.  Mutual  fund  as- 
sets have  increased  463%,  to  nearly  $50 
billion  since  Forbes  made  its  first  sur- 
vey of  the  industry. 

Performance  has  scared  the  day- 
lights out  of  the  insurance  companies. 
Funds,  what  with  their  sales  loads 
and  management  fees,  have  never  real- 
ly yielded  much  more  than  savings 
invested  in  an  insurance  policy.  They 
did  provide  a  bit  more  growth  over 
a  long  period  of  years,  but  not  enough 
to  seriously  frighten  insurance  com- 
panies. But  with  performance,  growth 
came  fast,  and  insurance  companies 
became  engaged  in  a  no-contest  con- 
test with  the  funds.  So  the  insurance 
companies  are  going  into  the  fund 
business.  Some  companies,  such  as  Oc- 
cidental Life  Insurance  Co.  of  Calif., 
started  their  own  funds  this  year. 
Other  insurance  companies  bought  out 
fund  management  companies.  Last  De- 
cember, Loomis,  Sayles  &  Co.  sold  out 
to  New  England  Mutual  Life  Insur- 
ance Co.  In  January,  the  management 
company  of  the  Group  Securities  funds 

Some  funds  pay  the  fund  dealer 

higher  commissions,  so  he  may 

have  an  incentive  to  sell  you 

a  particular  fund.  But  the  only 

real  measure  of  value  is 

how  a  fund  has  performed 

over  several  years. 

sold  out  to  the  USLIFE  Holding  Corp. 
By  summer,  several  new  funds  spon- 
sored by  insurance  companies  were 
in  registration  with  the  Securities  & 
Exchange  Commission. 

The  insurance  companies  aren't  the 
only  ones  getting  into  the  fund  busi- 
ness. All  kinds  of  funds  were  started 
this  year  by  all  kinds  of  people.  Hedge 
Fund  of  America  last  winter  sold  $60 
million  worth  of  shares  and  became  the 
first  big  fund  that  can  buy  stock  on 
margin  and  sell  short.  Its  president  is 
28-year-old  Charles  Hurwitz,  who  has 
only  six  years'  experience  in  the  securi- 
ties business.  The  new  Conglomerate 


Fund  of  America  was  founded  to  in- 
vest 75%  of  its  capital  in  conglomerates. 
The  Competitive  Capital  Fund's  gim- 
mick is  that  it  has  five  competing  port- 
folio managers.  The  First  Multifund  of 
America  is  investing  only  in  the  shares 
of  other  funds.  Investment  counselor 
Henry  Neuwirth  of  the  Neuwirth  Fund 
says,  "I  just  said  to  myself  one  morn- 
ing, 'Henry,  you  should  have  a  fund.'  " 
Last  year  the  new  fund  gained  300% 
by  investing  in  many  practically  un- 
heard-of companies.  Bache  &  Co.'s  vice 
president  in  charge  of  mutual  funds, 
John  C.  Jansing,  told  Forbes  this 
spring:  "I  get  several  calls  a  day  from 
people  wanting  to  start  mutual  funds. 
They're  coming  out  of  the  woodwork, 
and  very  few  have  any  idea  what 
they're  doing." 

A  Nice  Game 

Or  do  they?  The  cult  of  performance 
has  certain  aspects  that  alarm  thought- 
ful people.  The  way  it  sometimes  works 
is  this:  Mr.  X  is  starting  the  X  fund.  He 
is  touted  as  the  latest  in  a  series  of  fund 
geniuses,  and  the  salesmen  bring  him 
ever-increasing  amounts  of  the  inves- 
tors' money.  Mr.  X  invests  this  in  a 
few  thinly  capitalized  stocks  and  those 
stocks  go  up.  The  more  the  stocks  go 
up,  the  better  his  performance  and  the 
more  of  his  shares  the  dealers  push. 
This,  in  turn,  gives  him  even  more 
money  to  invest  in  the  same  or  similar 
stocks,  which  go  up  even  more,  which 
makes  his  fund  even  more  popular. 

And  so  on.  A  nice  game.  But  can  it 
last  forever?  And  is  this  a  mutual  fund? 
That  remains  to  be  seen. 

A  fund  that  does  a  lot  of  speculating 
can  grow  faster  than  other  funds  even 
without  great  results.  This  is  because 
funds  buy  and  sell  a  lot  of  stock,  thus 
generating  a  lot  of  brokerage  commis- 
sions. These  commissions  can  be  given 
to  those  brokers  who  push  your  fund's 
shares.  This  means  that  a  small  fund, 
if  it  churns  its  portfolio  enough,  can 
generate  more  commissions  than  a  rela- 
tively inactive  larger  fund.  The  SEC 
right  now  is  investigating  this  kind  of 
reciprocal  business.  Some  SEC  men 
feel  that  it  is  an  incentive  for  some 
funds  to  churn  their  stocks.  In  addi- 
tion, it  gives  the  advantage  of  the 
fund's  size  and  buying  power  to  the 
sponsors  of  the  fund,  not  to  the  fund's 
shareholder.  In  other  words,  the  fund 
is  getting  a  service  for  its  large  transac- 
tions, but  not  a  service  for  its  share- 
holders (owners). 

At  any  rate,  Forbes  editors  feel  their 
survey  plays  an  even  more  important 
role  than  it  did  in  the  days  when  per- 
formance was  a  dirty  word.  It  shows 
the  prospective  fund  buyer  how  well 
(Continued  on  page  78) 


FUND  RATINGS 


Maximum      Annual 
Assets      Sales      Expenses 
in         Charge    (Cents  per 
Millions         %  $100) 


48.7 

1,615.0 

15.3 

403.9 

74.1 
76.0 
69.5 
52.0 

22.9 

409.0 

154.4 

78.3 

97.7 

37.2 

344.5 

99.2 

78.4 
548.1 
122.2 
252.2 

82.2 

17.6 

115.1 

40.3 

56.0 

44.8 

9.8 

64.7 

9.1 

19.1 

415.1 

550.4 

402.2 

150.9 

2.463.8 

275.8 

16.0 

22.0 

582.2 

47.9 


8.50% 

$0.81 

7.50 

0.31 

8.00 

1.00 

8.50 

0.59 

8.50 

0.75 

8.50 

1.02 

8.00 

0.71 

8.50 

0.73 

8.50 
7.50 
8.67 
8.75 

8.50 

8.50 
8.50 
8.50 

8.50 
8.50 
8.50 
8.50 

8.50 
8.00 
8.50 
7.65 

8.50 
8.00 
8.50 
8.50 

7.50 

8.50 
8.50 
8.75 

8.67 
7.50 
8.38 
7.50 

8.50 
8.00 
8.50 
7.50 


0.69 
0.18 
0.38 
1.01 

0.44 

0.74 
0.63 
0.72 

0.63 
0.37 
0.88 
0.60 

0.75 
0.74 
0.69 
0.59 

0.67 
0.71 
0.71 
0.76 

1.18 
0.85 
0.68 
0.63 

0.45 
0.69 
0.55 
0.57 

0.75 
0.72 
1.00 
0.63 
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CONSISTENCY  OF 
PERFORMANCE 


DOLLAR  RESULTS 


Standard  &  Poor's  500  Stock  Average 
Average  of  10  stock  funds  in  FORBES  index 


STOCK  FUNDS  (LOAD) 


Aberdeen  Fund  

Affiliated  Fund 

American  Growth  Fund 
American  Mutual  Fund 


Associated  Fund  Trust  .    . 
Axe  Houghton  Stock  Fund 

Axe  Science  Corp 

Blue  Ridge  Mutual  Fund 


Bondstock  Corp 

Broad  Street  Investing  Corp 

Bullock  Fund  

Capital  Life  Insurance  Shares  &  Growth  Slock  Fund. 

Century  Shares  Trust  

Channing   Funds    

Common  Stock  Fund  

Growth  Fund  

Special  Fund  


The  Chase  Fund  of  Boston 

Chemical  Fund  

Colonial  Equities  Fund  (started  11/66) 
The  Colonial  Fund 


Colonial  Growth  Shares 

Common  Stock  Fund  of  State  Bond  and  Mortgage  Company 

Commonwealth  Capital  Fund 

Commonwealth  Fund  Indenture  of  Trust  Plans  A  &  B  . . . 


Commonwealth  Stock  Fund  . 
Composite  Fund 
Consumers  Investment  Fund 
Convertible  Securities  Fund 


Country  Capital  Investment  Fund  (started  4/66) . 
Crown  Western  Investments-Diversified  Fund  . . 

Delaware  Fund 

Diversified  Growth  Stock  Fund 


Dividend  Shares     

Dow  Theory  Investment  Fund 

Dreyfus  Fund  

Eaton  &  Howard  Stock  Fund 

Eberstadt  Fund  (started  9/66) 
Employers  Group  Fund  (EGRET  Fund- 
Enterprise  Fundf    

Equity  Fund 


-started  11/64) 


In 

UP 
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In 
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Markets 
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1962-1966 

Latest 
I    12  Months 

$100  ENDED  AS... 

$181.88 
$203.56 

$109.86 
$109.10 

S206.84 
181.77 
232.70 
193.24 

$112.56 
110.52 
119.03 

107.44 

168.49 
383.05 
344.18 
190.17 

111.89 
125.47 
123.80 
104.68 

198.19 
169.87 
196.76 
128.04 

112.10 
109.15 
114.24 
114.80 

123.96 

111.16 

190.61 
293.82 
376.74 

109.29 
112.35 
130.01 

344.86 
275.18 

188.04 

135.52 
114.28 
122.46 
111.51 

277.40 
268.45 
268.56 
171.47 

117.73 
119.61 
124.79 
110.65 

204.85 
228.88 
296.01 
201.42 

110.22 
127.86 
127.77 
123.54 

183.58 
282.28 
301.25 

130.83 
125.19 
114.47 
114.29 

176.44 

256.75 
184.95 

114.76 
115.23 
108.37 
108.81 

642.19 
192.23 

119.78 
128.53 
150.90 
112.95 

Dividend 
Return 

% 


•    Fund  rated   for   three  periods  only ,   maximum  allowable   rating   A- 
fund  3  62;  not  ranked  for  prior  periods. 


t   New   management    took    over 


3.3% 
2.2% 


1.4% 
3.5 
1.8 
3.1 

3.4 
0.2 
0.4 
2.3 

2.2 
3.0 
2.7 
0.6 

1.7 

2.3 
0.8 
0.3 

0.4 
1.4 
0.4 
3.0 

1.1 
0.9 
0.8 
2.8 

1.9 
1.7 
1.5 
3.5 

0.9 
2.7 
1.7 
0.7 

2.7 
1.6 
1.7 
2.2 

1.1 
1.7 
0.2 
2.4 


WHAT  THE 
RATINGS  MEAN 


We  have  selected  eight  distinct  market  movements  over  the  past  8V2  years — four  major 
up  moves,  four  major  down  moves.  For  each  period  we  have  compared  each  stock 
fund's  performance  against  that  of  the  broadly  based  Standard  &  Poor's  500  stock 
average.  The  balanced  funds  have  been  compared  against  the  FORBES  balanced  fund 
index.  A  high  rating  indicates  a  consistent  ability  to  outperform  the  average;  a  low 
rating  indicates  a  consistent  inability  to  do  as  well  as  the  average.  For  a  discussion 
of  the  philosophy  behind  the  ratings,  see  p.  47. 
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FUND  RATINGS 


Maximum      Annual 
Assets      Sales       Expenses 
in         Charge    (Cents  per 
Millions        %  $100) 


;     25.7 

73.2 

16.5 

739.6 

834.4 

1.402.1 

43.5 

381.6 

40.8 

18.8 
6.0 

101.4 
10.2 

213.6 
14.3 


8.75% 
8.50 
8.50 
8.00 

7.50 
8.00 
8.50 
8.50 

8.75 

8.75 
8.50 

t 
8.50 
8.50 
8.50 


12.2 

8.75 

28.0 

8.75 

96.9 

8.50 

1,362.0 

8.75 

27.4 

8.50 

292.7 

8.50 

49.2 

2.91 

34.0 

8.50 

674.7 

8.50 

33.4 

8.00 

13.9 

8.00 

46.3 

8.50 

95.1 

8.50 

11.6 

8.80 

918.2 

8.50 

99.1 

8.50 

7.8 

8.50 

2,214.6 

8.00 

1.075.8 

8.00 

985.3 

8.85 

S0.94 
1.00 
0.90 
0.56 

0.49 
0.50 
0.75 
0.66 

0.60 

1.00 

0.95 

0.90 
0.92 
0.39 
0.90 


0.74 
0.73 
0.69 
0.48 


0.73 
0.73 
0.48 

0.70 
0.62 
0.74 
0.73 

0.96 
0.64 
0.91 
0.50 

0.58 
1.02 
0.30 

0.31 
0.60 


EXPLANATION 

OF  COLUMN 

HEADINGS 


V 


1968 


CONSISTENCY  OF 
PERFORMANCE 


DOLLAR  RESULTS 


Standard  &  Poor's  500  Stock  Average 
Average  of  10  stock  funds  in  FORBES  index 


STOCK  FUNDS  (LOAD) 

Equity  Growth  Fund  of  America  (started  8/66). 

Fairfield  Fund       

Federated  Growth  Fund 

Fidelity  Capital  Fund        


Fidelity  Fund       

Fidelity  Trend  Fund  

Financial  Industrial  Income  Fund4 
Financial  Industrial  Fund  


First  Investors  Fund 

(formerly  First  Investors  Stock  Fund)  . . . 
First  Investors  Fund  for  Growth  (started  4/66) 
First   National    Fundtt    


Fletcher  Fund  (started  10/65) 

Florida  Growth  Fund      

Founders  Mutual  Fund 
Foursquare    Fund    (started    4/62) 

Franklin  Custodian  Funds 

Common  Stock  Series  Shares  . . . 

Utilities  Series 

Fund  of  America 

Fundamental  Investors       ...... 


In 

UP 

Markets 

In 
DOWN 
Markets 

B 

B— 

•A— 
B+ 
A 

•D 
B 
B— 

A 

A-f- 

B 

B+ 

D+ 

c+ 

B+ 

B 

B— 

B 
C- 

A— 
C— 

B  + 

B+ 

B— 
A— 
C— 
D+ 

Group  Securities 
Aerospace-Science  Fund 
Common  Stock  Fund     . . 

Growth  Industry  Shares  . . . 


Gryphon  Fund  (offered  publicly  4/63) 

Hamilton  Funds  Series  H  DA 

Imperial  Capital  Fund 

Imperial   Growth   Fund   (started   4/63) 

Independence  Fund  (started  1/66).  . 
Industries  Trend   Fund    (started   2/65) 

Insurance  Investors  Fund      

Investment  Co.  of  America  


Investment  Trust  of  Boston 
Investors  Research  Fund 
Investors  Stock  Fund 


Investors  Variable  Payment  Fund 

ISI  Trust  Fund 
(formerly  Insurance  Securities  Trust  Fund) 


B+ 
D+ 
A— 


B— 
B+ 

B— 
A— 

C+ 

A 

C+ 


c- 

A— 

C+ 


D+ 

C+ 


A+ 
B 

C 

C+ 

c+ 
c— 
c 


7962-7968 

Latest 
12  Months 

$100  ENDED  AS... 

$181.88 
$203.56 

$109.86 
$109.10 

$353.84 
251.90 
320.62 

$123.69 
122.92 
126.04 
105.82 

225.80 
345.11 
228.50 
204.47 

115.80 
109.60 
122.79 
108.28 

169.31 
188.43 

105.34 
109.68 
116.77 

218.58 
185.02 
213.33 

137.10 
137.12 
107.49 
104.02 

218.84 
134.74 
209.62 
197.99 

113.00 
107.40 
115.81 
107.73 

252.55 
158.96 
197.66 

104.35 
106.31 
109.71 

329.24 
170.00 
201.27 

129.66 
107.69 
114.47 
123.62 

215.60 
250.21 

109.72 
121.21 
131.05 
112.79 

185.29 
336.07 
166.71 

110.34 
116.35 
109.77 

222.55 

111.45 

124.15 

107.68 

Dividend 
Return 

% 


3.3% 
2.2% 


0.3% 
none 
1.5 
1.5 

2.3 
1.3 
3.3 
2.1 


2.5 
0.6 
1.5 

0.2 
1.4 
2.8 
1.2 


3.1 
0.4 
2.1 


0.9 
3.9 
1.6 

0.6 
1.9 

1.9 
0.4 

0.6 
1.0 
2.5 
2.3 

1.9 

none 

2.6 

1.5 

2.4 


•  Fund  rated  for  three  periods  only;  maximum  allowable  rating  A — .  t  Fund  no  longer  selling  shares; 
existing  shares  traded  over-the-counter.  *  Transferred  from  balanced  section  in  1967  or  1968;  not  ranked. 
•ft  New  management  took  over   10/65;  not  ranked. 


Annual  expenses  include  management  fees  and  operating  expenses  as  a  percentage  ol 

average  net  assets. 

Only  funds  in  existence  for  at  least  six  of  the  measured  periods  are  given  a  FORBES 

performance  rating.  All  capital  gains   distributions  have  been   reinvested,  but  income 

dividends  have  not.  All  ratings  are  based  on  investments  at  net  asset  value  and  do  not 

allow  for  sales  charges. 

In  Dollar'  Results  section,   the   1962-68  period  covers  the  period  from  June  30,   1962 

to  June  30,  1968;  the  latest  12  months  covers  the  period  from  June  30,  1967  to  June  30, 

1968.  Dividend  Return  is  based  on  June  30,  1968  net  asset  value  and  the  income  payout 

for  the  preceding  12-month  period. 
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FUND  RATINGS 


Maximum 

Assets 

Sales 

in 

Charge 

Millions 

% 

S    118.8 

3.00% 

325.4 

8.50 

330.3 

8.30 

57.8 

8.30 

147.7 

8.30 

199.2 

8.30 

556.8 

8.30 

14.1 

8.70 

11.0 

8.70 

7.1 

8.50 

100.1 

8.50 

7.7 

8.50 

10.8 

8.50 

95.6 

8.50 

492.6 

8.50 

10.6 

4.00 

1,260.2 

8.50 

2.375.2 

8.50 

28.7 

8.75 

14.6 

8.50 

80.2 

8.50 

52.5 

8.75 

8.4 

8.75 

5.1 

8.75 

133.1 

7.50 

19.3 

7.50 

120 

2.00 

772.0 

7.50 

271.7 

8.50 

370.6 

8.50 

11.6 

2.00 

6.4 

8.50 

37.5 

6.00 

17.8 

8.50 

199.8 

8.50 

5.0 

8.50 

86.3 

8.75 

7.2 

8.50 

140.0 

8.50 

720.0 

7.50 

607.6 
170.8 

307.1 
27.1 
14.8 
11.6 


8.50 
8.50 

8.50 
8.50 
8.50 
3.00 


Annual 
Expenses 
(Cents  per 

$100) 


S0.76 
0.92 


0.55 
0.57 
0.56 
0.56 
0.54 

1.10 
0.94 
1.03 
0.85 

0.63 

0.97 
0.60 

0.71 
0.88 
0.31 
0.19 

0.86 
0.66 
0.67 


0.99 
0.99 
0.99 


0.65 
0.76 
0.90 

0.17 

0.61 
0.60 

0.67 
0.94 
1.40 
0.81 

1.00 
1.09 
0.68 
1.05 

0.67 
0.48 
0.54 
0.45 

0.56 
1.00 
1.70 
1.00 


1968 


CONSISTENCY  OF 
PERFORMANCE 


DOLLAR  RESULTS 


Standa-d  &  Poor's  500  Stock  Average 
Average  of  10  stock  funds  in  FORBES  index 


STOCK  FUNDS  (LOAD) 


Isfel  Fund 
I  vest  Fund 


Keystone  Custodian  Funds 
K-2    


SI 
S-2 
S-3 
S-4 


The  Knickerbocker  Fund 

Knickerbocker  Growth  Fund   

Lexinjlon   Income  Trust*    

Lexington  Research  Investing  

Liberty    Fundt         

Life  &  Growth  Stock  Fund 

(formerly  Life  Insurance  Stock  Fund) 
Life  Insurance  Investors    


Manhattan  Fund  (started  2/66)  

Horace    Kann    Fund*    

Massachusetts  Investors  Growth  Stock  Fund     . 
Massachusetts  Investors  Trust 

McDonnell  Fund  (formerly  People  Securities) 

Mid  America  Mutual  Fund  

Moody's  Capital  Fundt       


B.C.  Morton  Funds 
Growth  Series 
Income  Series     . 
Insurance    Series 


Mutual  Investing  Foundation 

MIF  Fund*     

MIF  Growth  Fund 

Mutual  Trust*    


National   Investors  Corp. 

National  Securities 
Growth  Stock  Series 
Stock  Series  


NEA  Mutual  Fund  (started  12/64) 
New  World  Fund  (started  2/63) 

0'Neil  Fund  (started  9/66)  

One  Hundred  Fund  (started  11/66) 

Oppenheimer  Fund 

Paramount  Mutual  Fund       

Philadelphia  Fund    

Pilgram  Fund  (started  8/64) 


Pioneer  Fund       

Puritan  Fund  

Putnam  Growth  Fund 

Putnam  Income   Fund 

Putnam  Investors  Fund 
ttpublic  Technology  Fund 
Revere  Fund 
Securities  Fund 


In 

In 

UP 

DOWN 

Markets 

Markets 

B 

B— 

B 

A  + 

B+ 

A 

C— 

B 

B+ 
B 

A 

A+ 

c— 

B— 

B 

A+ 

c+ 

B  + 

c 

C 

B 

c+ 

C- 

A 
1+ 

B 

A 

C— 

•1+ 

•c 

A+ 

D 

B— 

c— 

A+ 

c+ 

>B 

•  (+ 

B+ 

B 

B+ 
D+ 

B 

A+ 

C 

B 

C 

B+ 

B 

B 

c+ 

A 

A+ 
A 

C 

B— 
B 

A+ 
B+ 

(— 
(— 
B 

1962-1966 

Latest 
12  Months 

$100  ENDED  AS... 

$181.86 
$203.56 

$109.86 
$109.10 

S254.58 
414.65 

$129.94 
116.69 

256.35 
173.34 
176.70 
292.65 
320.40 

115.53 
107.63 
114.48 
114.22 
125.34 

194.38 
360.09 
132.41 
216.91 

112.93 
121.32 
107.42 
113.94 

194.85 

122.59 

106.69 
122.97 

104.78 
112.83 

150.06 
229.43 
177.23 

111.01 
109.59 
105.64 
110.46 

266.09 
212.67 
186.68 

115.58 
109.54 
120.11 

340.47 
165.27 
138.79 

128.71 
119.72 
116.99 

184.09 
211.90 
148.77 

115.32 
110.96 
107.41 

242.26 

113.82 

273.98 
175.48 

122.02 
113.00 

— 

108.29 
113.94 
139.41 
138.32 

319.42 
182.42 
198.23 

118.18 
119.18 
108.20 
122.37 

238.00 
194.19 
240.80 
127.30 

124.02 
106.17 
117.93 
102.90 

189.49 
187.07 
315.24 
295.03 

118.34 
141.32 
139.34 
105.28 

Dividend 
Return 

% 


3.3% 
2.2% 


1.7% 
0.2 


0.9 
1.8 
2.6 
1.2 
0.5 

2.7 
0.3 
3.7 
1.0 

2.6 

0.8 
0.9 

0.4 
2.0 
1.4 
2.7 

0.2 
1.7 
2.0 


0.3 
4.4 
1.1 


3.4 
2.1 
3.8 

1.6 

2.1 
3.6 

1.8 
1.8 

none 
0.3 

0.1 
2.3 
2.3 
0.4 

2.2 
3.7 
0.9 
4.3 

1.7 

none 
none 
1.1 


•  Fund  rated  for  three  periods  only:  maximum  allowable  rating  A — .  »  Transferred  from  balanced 
section  in  1967  or  1968  not  ranked  t  New  management  took  over  fund:  Liberty  Fund  2/66  Moody's 
Capital  6  67.  not  ranked. 


FUND  RATINGS 


Maximum      Annual 
Assets      Sales       Expenses 
Charge    (Cents  per 


in 

Millions 


$100) 


7.7 
128.6 
230.8 

23.7 

5.9 

422.1 

14.7 

70.8 
8.9 

7.6 

110.8 
611.3 

102.9 

18.5 
8.7 


1.409.7 

785.0 
438.3 

42.2 

102.3 

206.2 

5.3 

10.1 

18.9 

245.7 

6.6 

185.1 

161.1 

32.5 


S285.4 
15.8 

42.1 

27.3 

126.0 

8.9 

51.6 

18.3 

112.1 

44.1 

5.0 

8.2 

9.2 

291.0 


7.50% 

8.50 

7.50 

7.50 

8.67 

t 

8.50 

8.50 
8.50 

8.00 
8.75 
8.25 

8.50 

8.50 
8.50 


8.50 
8.50 
8.50 

8.75 
8.75 
8.75 
8.50 

8.00 
8.50 
8.50 
8.50 

8.00 
8.50 
8.50 


none 
none 


none 


S0.58 
0.85 
0.60 

0.67 
0.90 
0.46 

1.02 

0.83 
1.19 

0.85 
0.93 
0.59 

0.62 

0.98 
0.71 


0.38 

0.39 
0.39 

0.71 
0.80 

0.94 
0.64 

1.00 
0.71 
0.64 
1.00 

0.71 
0.77 
0.63 


S0.88 
0.95 

0.48 


1968 


CONSISTENCY  OF 
PERFORMANCE 


DOLLAR  RESULTS 


Standard  &  Poor's  500  Stock  Average 
Average  of  10  stock  funds  in  FORBES  index 


STOCK  FUNDS  (LOAD) 

Security  Diversified  Shares  

Security   Equity   Fund   (started  9/62) 

Selected  American  Shares 

Southwestern  Investors         

Sovereign  Investors  

State  Street   Investment   Corp. 

Steadman  Fiduciary  Investment  Fund 
(formerly  Steadman  Investment  Fund)       ...... 

Steadman  Science  &  Growth 
Steadman's  Shares  in  American  Industry 

Supervised  Shares 

Supervisors  Investors  Growth  Fund  (started  4/66) 

Technology  Fund 

(formerly  Television  Electronics  Fund) 
Texas  Fund  

Twentieth  Century  Investors — Growth  Investors 
Unified  Mutual  Shares  (started  10/63)  .      . 


United  Funds 
Accumulative 
Income 
Science 


In 

In 
DOWN 
Markets 

1962-1968 

Dividend 

UP 
Markets 

Latest 
12  Months 

Return 

% 

$100  ENDED  AS... 

B 

B— 

$181.88 
$203.56 

$109.86 
$109.10 

3.3% 
2.2% 

none 

1.00 

none 

0.85 

none 

0.75 

none 

0.77 

none 

1.10 

none 

0.67 

none 

0.80 

none 

0.71 

none 

0.75 

none 

1.00 

none 

0.46 

The  Value  Line  Fund 

The  Value  Line  Income  Fund 

The  Value  Line  Special  Situations  Fund 

Vanderbilt  Mutual  Fund 

Varied  Industry  Plan 
Wall  Street  Investing  Corp. 
Washington  Mutual  Investors  Fund 
Western  Industrial  Shares 

Windsor  Fund  

Winfield  Growth  Fund 

Wisconsin  Fund 

STOCK  FUNDS  (NO-LOAD) 

American  Investors  Fund  

David  L.  Babson  Investment  Fund 

(formerly  Associations  Investment  Fund) 
De  Vegh  Mutual  Fund 

Drexel  Equity  Fund 

Energy  Fund 

Farm  Bureau  Mutual  Fund  (started  6/65) 

Guardian  Mutual  Fund 


Ivy  Fund       

The  Johnston  Mutual  Fund 
Loomis-Sayles  Capital  Development  Fund 
Mairs  &  Power  Growth  Fund  


Mathers  Fund  (started  8/65) 
National  Industries  Fund  — 
The  One  William  Street  Fund 


A+ 


B+ 

•A— 

B_+ 

B 

•A— 
B+ 

•  B+ 
B 


B+ 

C— 

S208.79 
217.61 

$121.01 
124.73 
105.45 

1.9% 

0.4 

2.0 

c+ 

C 

A 

A+ 
B— 
B 

188.58 
169.67 
220.61 

107.50 
110.41 
113.69 

3.2 
2.9 
1.7 

B+ 
B+ 

A+ 

C 

C— 

C 

199.72 
261.21 
284.81 

113.62 
114.17 
140.75 

1.1 
0.6 
0.9 

D+ 

A 

162.33 

107.29 
125.99 

2.8 
0.9 

B+ 
A 

C 
B— 

227.99 
196.41 

110.18 
114.00 

1.7 
1.5 

A+ 

C— 

B 
B 
C- 

316.94 

115.17 
109.35 

0.3 
1.9 

t+ 
B 

B+ 

169.15 
183.77 
228.36 

103.70 
110.53 
107.92 

2.4 
2.0 
1.2 

B+ 
C 

A+ 
B+ 

B— 

A 

C— 

c+ 

328.33 
174.98 
450.54 
314.48 

124.04 
113.26 
135.93 
131.87 

1.3 
3.9 
0.1 
0.8 

•c+ 

D+ 

c+ 

A+ 

•B 

A+ 

B 

C— 

182.68 
170.90 
191.71 
288.16 

108.12 
107.37 
112.72 
114.87 

2.2 
2.2 
3.2 

0.5 

A 

A+ 
B 

B 

C— 

B 

249.46 
420.36 

189.64 

119.45 
137.22 
110.09 

2.0 

none 

1.8 

B 


•D+ 

B 
•  C 

B 


•D+ 

C+ 


$430.53 

200.19 
266.45 

350.25 
252.61 

205.34 

389.66 
237.45 
260.43 
241.68 


271.34 
193.87 


SI  09.83 

113.08 
116.83 

122.46 
109.80 
115.86 
111.23 

151.91 

113.20 
115.51 
121.85 

132.03 
104.70 
109.73 


none 

1.6% 
2.1 

1.2 
1.4 
1.5 
1.9 

0.3 
1.3 
0.8 
1.2 

0.3 
0.9 
1.8 


•  Fund  rated  for  three  periods  only;  maximum  allowable  rating  A — .  *  Transferred  from  balanced 
section  in  1967  or  1968;  not  ranked.  +  Fund  no  longer  selling  new  shares,  existing  shares  traded 
over-the-counter . 
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1967 ...  a  record  year 
for  Sundstrand 

Record  high  sales  and  earnings  were 
achieved  by  Sundstrand  in  1967.  Sales 
reached  $215.1  million,  compared  to  the 
previous  record  of  $116.9  million  as  reported 
in  1966.  Net  earnings  rose  to  $11.2  million 
from  $6.1  million.  Earnings  per  common 
share  increased  to  $2.56  (pro  forma  $2.38) 
up  from  $1.76  in  1966. 

Approximately  half  of  the  sales  growth 
was  achieved  through  increased  accep- 
tance of  existing  product  lines  and  intro- 
duction of  new  products.  The  other  half  was 
accomplished  through  acquisition  of  five 
companies. 

If  you  have  not  yet  obtained  your  copy  of 
the  1967  Annual  Report,  please  write  to 
Sundstrand  Corporation,  2531  Eleventh 
Street,  Rockford,  Illinois  61101. 


1st  Quarter  1968 . . . 
sales  and  net  earnings 
continue  to  rise 

First-quarter  results  for  1968  showed  a 
continuing  increase  in  sales  and  earnings 
despite  a  five-week  strike  during  the  period. 
Sales  were  $53.8  million.  Net  earnings  were 
$5.0  million.  Earnings  per  share  were  540 
after  provision  for  surtax  and  conversion 
into  common  of  the  5-3/4%  convertible 
notes.  Comparable  first-quarter  1967  figures 
(restated)  were  $47.6  million,  $4.9  million, 
and  600  respectively. 

Major  improvements  were  obtained  in 
the  hydrostatic  transmission  operation  in 
La  Salle,  Illinois,  where  no  strike  occurred. 

During  the  quarter,  the  company  an- 
nounced a  major  breakthrough  in  machining 
systems — the  new  Sundstrand  Omnicontrol 
System  for  direct  computer  control  of  N/C 
machine  tools. 


SUNDSTRAND 
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ORIGINAL  EQUIPMENT  SYSTEMS  AND  COMPONENTS  AND  MACHINING  SYSTEMS 


52 


FORBES,  AUGUST  15,  1968 


First  six  months  1968 . . . 
sales  and  earnings 
maintain  upward  trend 


For  six  months  ending  June  30 
1968  1967  Restated' 

Sales $116,253,000  $101,347,000 

Earnings  before  taxes 13,225,000  9,877,000 

Net  earnings 6,830,000  5,479,000 

Earnings  per  share  1 .36  1 .19 

Pro  forma  earnings 1.35 

•To  include  all  pooling  of  interest  acquisitions. 


Six-month  results  were  highlighted  by  a  sharp  increase  in  earnings. 
Second-quarter  earnings  per  common  share  after  taxes  were  82e"  as 
compared  to  540  per  share  for  the  first  quarter  of  1968.  The  higher 
earnings  in  the  second  quarter  reflect  a  return  to  normal  operation 
after  a  five-week  strike  at  our  Rockford  operations  that  adversely 
affected  first-quarter  results. 

New  Aviation  Products  Proposed — Proposals  have  been  made 
for  application  of  the  new  Sundstrand  Integrated  Drive  Generator 
(IDG)  and  Secondary  Flight  Control  Actuation  Systems  for  several 
advanced  aircraft. 

29  Airlines  in  AGD  Retrofit  Program — Commercial  airline  users 
of  Boeing  707,  720,  and  727  aircraft  are  currently  replacing  original 
Sundstrand  constant  speed  drives  with  Sundstrand's  new  Axial 
Gear  Differential  (AGD)  drives.  In  all,  29  airlines  have  contracted  for 
the  retrofit  program  to  take  advantage  of  the  advanced  design  and 
attendant  increased  reliability  of  the  new  AGD  drive. 

New  Sundstrand  "Power  Plant"— Under  contract  with  the  Ameri- 
can Gas  Association,  Sundstrand  is  developing  a  new  gas-fired 
turbine  unit  to  generate,  on  site,  electricity  for  small  commerical 
buildings.  Recovered  heat  can  be  used  to  provide  water  heating, 
space  heating,  and  air  conditioning,  thus  providing  a  self-contained 
"total  energy"  system. 

Orders  Received  for  New  Omnicontrol  Systems— Orders  were 
received  from  major  automotive  manufacturers  for  Sundstrand 
Machining  Centers  to  be  operated  directly  by  computers  through 
Sundstrand's  new  Omnicontrol  System.  Additional  orders  are 
pending  from  other  manufacturers. 

Hydrostatic  Transmission  Business  Growing— Sales,  production, 
and  deliveries  of  hydrostatic  transmissions  have  more  than  doubled 
over  the  same  period  of  one  year  ago.  To  date,  Sundstrand's  Hydro- 
Transmission  operations  have  supplied  more  than  100,000  trans- 
missions for  farm,  garden,  construction,  and  other  work  vehicles. 
.  Acquisition  Activities  Continued— An  agreement  in  principle  was 
reached  with  Falk  Corporation,  Milwaukee,  Wisconsin,  for  the  merger 
of  Falk  into  Sundstrand.  Falk  produces  speed  reducers  and  motor 
reducers;  1967  sales  were  $63.6  million. 

In  addition,  Sundstrand  concluded  negotiations  to  acquire  three 
smaller  companies  with  annual  sales  of  approximately  $6  million. 

Outlook— Based  on  the  current  position  of  our  planned  program 
of  balanced  growth,  sales  for  1968  are  now  projected  in  excess  of 
$250  million  (exclusive  of  pending  acquisitions),  and  profits  will 
show  substantial  improvement  over  1967. 


President 


Chairman  of  the  Board  and 
Chief  Executive  Officer 


Watch  for 
continuing  reports 
on  Sundstrand's 
program  of 
balanced  growth. 


Sundstrand  Corporation,  Rockford,  Illinois 
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FUND  RATINGS 


Maximum     Annual 
Assets      Sales      Expenses 
in         Charge    (Cents  per 
Millions        %  $100) 


152.2 

50.1 

462.6 

130.8 

none 
none 
none 

ft 

$0.57 
0.35 
0.55 
0.70 

148.8 
160.6 
96.6 

none 
none 
none 

Where 
Traded 

0.64 
0.61 
0.57 

49.0 

146.2 

67.0 

NYSE 
NYSE 

NYSE 

$0.61 
0.35 
0.46 

21.8 
89.9 
75.7 

NYSE 
0-T-C 
NYSE 

0.74 
0.22 
0.41 

111.5 

96.6 
519.4 
322.7 

NYSE 
ASE 
NYSE 
NYSE 

0.68 
0.51 
0.28 
0.46 

126.9 

114.6 
67.4 
87.2 

NYSE 
NYSE 
NYSE 
ASE 

0.30 
0.46 
0.30 
0.41 

124.2 

NYSE 

0.44 

628.3 
167.7 
139.1 

NYSE 
NYSE 
NYSE 

0.20 
0.65 
0.58 

$45.4 
27.6 
13.5 

8.50% 

7.50 

7.50 

$0.71 
0.72 
0.75 

18.5 
18.2 
13.0 

£4 

0.80 
0.91 
0.67 

5.3 
12.5 
10.4 

** 

1.08 
1.20 
0.97 

$  26.0 

82.5 

327.8 

307.1 

7.50% 
8.00 
8.00 
8.50 

$0.75 
0.88 
0.71 
0.56 

114.3 
55.9 

8.50 
8.50 

0.65 
0.71 

1968 


CONSISTENCY  OF 
PERFORMANCE 


^ 


DOLLAR  RESULTS 


Standard  &  Poor's  500  Stock  Average 
Average  of  10  stock  funds  in  FORBES  index 
Average  of  1 0  balanced  funds  in  FORBES  index 

STOCK  FUNDS  (NO-LOAD) 

Penn  Square  Mutual  Fund      

Pine  Street  Fund 

T.  Rowe  Price  Growth  Stock  Fund 

Rowe  Price  New  Horizons  Fund 

Scudder  Special  Fund  (offered  publicly  5/66)1     

Scudder  Stevens  &  Clark  Common  Stock  Fund      

Stein  Row  &  Farnham  Stock  Fund      

CLOSED-END  INVESTMENT  COMPANIES 

Abacus  Fund  

Adams  Express  

American  International  Corp 

Carriers  &  Genera!  Corp 

Consolidated  Investment  Trust   

Domin'ck  Fund 

General  American  Investors 

International  Holdings  

Lehman  Corp.  

Madison  Fund 

National  Aviation     

Niagara  Share  Corp 

Petroleum  Corp.  of  America 

Standard  Shares  

Surveyor  Fund 

(formerly  General  Public  Service  Corp.)  

Tn  Continental   Corp 

The  United  Corp 

U.S.  &  Foreign  Securities 

FUNDS  FOR  INVESTING  ABROAD 

Canada  General  Fund  

Canadian  Fund  

Keystone  International  Fund  rj  ( ■ 

LoomisSayles  Canadian  4  International  Fund 

Scudder  International  Investments ( a 

Stein  Row  &  Farnham  International  Fund  ( ^ 

Templefon  Growth  Fund  t a_|_ 

Transatlantic  Fund  ( A_l_ 

United  Funds  Canada-International [_i_  g 

BALANCED  FUNDS  (LOAD) 

American  Business  Shares   ( A_|_ 

AxeHoughton  Fund  A  A C 

Ax    Houghton  Fund  B A  D 

Boston  Fund  (_  A— 

Channing  Funds 

Balanced  Fund  B  B 

Income  Fund  C+  B+ 

•  Fund  rated  for  three  periods  only;  maximum  allowable  rating  A — .  *  All  data  based  on  net  asset 
values,  t  All  distributions  are  considered  a  return  of  capital  and  have  been  reinvested.  **  Funds 
temporarily  not  offering  shares;  existing  shores  traded  over-the-counter,  ft  Sales  of  fund  shares 
suspended    10/67 .    X  Fund  not   ranked  for  period  prior   to   public  offering. 


In 

UP 

Markets 

In 
DOWN 
Markets 

B 

B— 

B+ 
t>+ 
B+ 
A— 

B 

A 

B 

•  C 

B 
B 

B— 

B 
B— 

c+ 

B 
B 
B 

c— 

c+ 

B+ 

A 
B— 

c+ 

A 
C 
A 
B  + 

D+ 

B 

B— 

C 

c+ 

B  + 

B 

B 

A+ 
B— 

A+ 
Bf 

c+ 

B— 
D 
D  + 

D 

B+ 
B— 
A+ 
B 

B 

1962-1968 

Latest 
12  Months 

Dividend 
Return 

% 

$100  ENDED  AS... 

$181.88 
$203.56 
$148.81 

$109.86 
$109.10 
$107.45 

3.3% 
2.2% 
3.2% 

$239.76 

174.87 
235.15 
432.19 

$108.09 
106.57 
112.98 
140.42 

3.2% 
3.2 
1.4 
0.5 

340.41 
174.58 
209.32 

134.22 
103.95 
115.72 

0.7 
2.0 
1.5 

$220.15 
194.75 
187.84 

$113.26 
113.78 
112.28 

t 

2.6% 
2.7 

162.34 
176.82 
217.98 

115.71 
110.16 
108.33 

2.5 
2.7 

1.3 

243.80 
166.42 
230.99 
250.44 

116.41 
111.82 
110.25 
125.73 

1.8 
2.6 
1.8 
2.9 

264.42 
236.87 
212.48 
252.28 

99.00 
118.70 
118.75 
131.18 

3.7 
1.7 
2.9 
1.5 

182.15 
187.09 
189.31 
170.35 

113.58 
110.73 
103.92 
107.05 

2.5 
2.5 
3.4 
2.6 

$146.95 
147.68 
223.42 

$  99.15 
100.06 
132.15 

2.3% 
2.5 

none 

182.29 
151.12 
158.96 

129.16 
116.49 
127.03 

1.5 
1.8 
2.0 

211.19 
167.04 
188.36 

122.19 
148.65 
127.16 

1.3 
1.4 
0.8 

$136.97 
270.42 
193.10 
121.24 

$104.17 
128.53 
112.57 
103.91 

4.5% 
1.5 
2.8 
3.8 

163.96 
172.75 

108.50 
112.10 

2.9 
3.9 

y 
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FUND  RATINGS 


Maximum      Annual 
Assets      Sales      Expenses 
in         Charge    (Cents  per 
Millions        %  $100) 


94.8 

191.9 

16.2 

50.8 

8.50ao 
8.50 
8.00 
8.50 

S0.59 
0.59 
0.75 

0.73 

175.7 

193.1 

19.3 

8.75 
7.50 
8.00 

0.65 
0.58 
0.72 

20.2 

47.0 

47.2 

3,017.5 

8.50 
8.50 
8.50 
8.00 

0.73 
0.90 
0.76 
0.30 

132.8 
188.4 

8.30 
8.50 

0.54 
0.54 

107.3 
96.9 

8.50 
8.50 

0.62 
0.62 

85.7 
25.1 
61.5 

449.0 

7.50 
7.50 
8.50 
8.50 

0.41 
0.71 
0.80 
0.44 

12.9 

111.5 

6.2 

8.50 
8.50 
7.50 

0.98 
0.64 
0.76 

1,816.3 
19.0 

8.00 
7.50 

0.38 
0.32 

$  15.0 

156.1 

7.4 

10.0 

33.2 

8.4 

111.3 

161.5 


$  35.6 

13.2 

9.2 

130.7 


none 
none 
none 
none 

none 
none 
none 
none 


7.2 


4.15 
8.30 
8.30 


8.50 


$0.64 
0.60 
1.38 
0.76 

0.67 
0.65 
0.62 
0.54 


7.00%      $0.48 


0.28 
0.56 
0.56 


0.61 


1968 


CONSISTENCY  OF 
PERFORMANCE 


DOLLAR  RESULTS 


Standard  &  Poor's  500  Stock  Average 
Average  of  10  stock  funds  in  FORBES  index 
Average  of  1 0  balanced  funds  in  FORBES  index 

BALANCED  FUNDS  (LOAD) 


Commonwealth  Income  Fund   

Commonwealth  Investment  Co 

Composite  Bond  &  Stock  Fund 

Decator  Income  Fund     

Diversified  Investment  Fund     

Eaton  &  Howard  Balanced  Fund 

General  Investors  Trust   

Group  Securities— Fully  Administered  Fund 

Income  Foundation  Fund         

Income  Fund  of  Boston   

Investors  Mutual    , 

Keystone   Custodian    Funds  K  1      

Massachusetts   Fund        

National  Securities 

Dividend  Series        

Income  Series  

Nation  Wide  Securities  Co 

New  England  Fund 

Provident  Fund  for  Income  

The  George  Putnam  Fund  of  Boston   

Security  Investment  Fund         

Shareholders'  Trust  ol  Boston  

Sterling  Investment  Fund   

Wellington  Fund  .      

Whitehall   Fund  


BALANCED  FUNDS  (NO-LOAD) 


Dodge  &  Cox  Balanced  Fund 
Loomis  Sayles  Mutual  Fund 
Mutual  Shares  Corp. 
The  Nassau   Fund 


Northeast  Investors  Trust  

Rittenhouse   Fund 

Scudder  Stevens  &  Clark  Bal.  Fund 

Stein  Roe  4  Farnham  Balanced  Fund 


BONDS  &  PREFERRED  STOCK  FUNDS 


Investors  Selective  Fund 
Keystone  Custodian  Fundi 

Bl  

1-2 

1-4 

National  Securities 
Preferred  Stack  Series 


•   Fund  rated  for  three  periods  only;  maximum  allowable  rating  A — . 


In 

In 

UP 

DOWN 

Markets 

Markets 

B 

B— 

t+ 

B 

B— 

C 

B 

B— 

A— 

B 

B+ 

C 

C— 

!+ 

D+ 

A 

C 

B- 

c+ 

B 

D 

A- 

D+ 

B 

D+ 

B— 

c+ 

B— 

A+ 

t+ 

c+ 

B— 

D+ 

A 

C 

B+ 

A— 

•c+ 

ft— 

c 

c+ 

B— 

A— 

c+ 

t+ 

B+ 

D+ 

B 

B— 

B 

A— 

C 

c+ 

B 

A+ 

A 

A— 

c+ 

D 

A+ 

c+ 

c+ 

B 

c- 

A— 

c+ 

1962-1968 


Dividend 
Latest        Return 
12  Months         % 


$100  ENDED  AS... 


$181.88 
$203.56 
$148.81 


$148.76 
152.77 
175.41 
199.86 

154.93 
128.31 
140.15 

135.18 
168.76 
132.96 
128.57 


$109.86 
$109.10 
$107.45 


$113.77 
108.53 
124.76 
121.52 

108.18 
106.10 
112.39 

103.95 
112.82 
103.91 
104.25 


136.24 
155.11 

104.37 
109.91 

203.08 
145.38 

117.87 
106.87 

138.06 
134.57 
208.85 
159.40 

107.86 
102.82 
130.65 
107.67 

185.33 
187.19 
150.71 

117.53 
119.64 
106.77 

125.88 
161.15 

102.89 
115.45 

$164.90 
148.48 
266.72 
167.80 

$107.68 
107.79 
135.62 
106.46 

123.41 
147.03 
139.41 
168.75 

104.42 
107.58 
103.86 
110.48 

$  93.55 

$  96.85 

85.59 
102.36 
122.75 

95.54 

97.66 

101.60 

119.26 

111.49 

3.3% 
2.2% 
3.2% 


3.9% 


3.0 
2.3 
3.5 

3.4 
3.7 
4.1 

4.2 
3.9 
5.5 
3.6 

5.0 
2.8 


4.1 
4.5 

3.8 
3.4 
3.4 
3.0 

3.6 
3.1 
3.5 

3.7 
2.5 


2.6% 
2.6 
0.7 
2.4 

5.3 
2.9 
2.6 
2.4 


5.5% 

4.9 
5.7 

6.3 


4.6 
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FUND  RATINGS 


Maximum 

Annual 

Assets 

Sales 

Expenses 

in 

Charge 

(Cents  per 

Millions 

% 

$100) 

$  99.7 

$0.56 

54.2 



0.57 

49.5 



0.58 

37.3 

— 

0.57 

104.0 

_ 

0.56 

32.0 

— 

0.60 

101.9 

— 

0.56 

62.4 

— 

0.90 

18.4 

0.96 

9.0 



0.93 

27.5 



0.84 

19.7 

— 

0.91 

26.6 

_ 

0.92 

88.9 

— 

0.56 

39.1 

— 

0.65 

44.2 

— 

— 

63.4 



179.9 



0.56 

83.7 



0.57 

79.0 

— 

0.56 

113.2 

0.56 

17.6 



0.95 

27.5 



0.58 

14.3 

— 

0.64 

16.1 
15.9 
20.1 
73.0 


$50.2 


46.0 


Where 
Traded 

i  NYSE 
(NYSE 

i  NYSE 
I  NYSE 


(NYSE 
I  NYSE 


34.4 
36.0 
56.6 


(NYSE 
I  NYSE 

I  NYSE 
I  NYSE 


108.8 


I  NYSE 
i  NYSE 


0.65 
0.94 
0.87 
0.56 


$0.61 
0.61 
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CONSISTENCY  OF 
PERFORMANCE 


DOLLAR  RESULTS 


In 

In 

UP 

DOWN 

Markets 

Markets 

1962-1968 


Dividend 
Latest        Return 
12  Months        % 


standard  &  Poor's  500  Stock  Average 
Average  of  10  stock  funds  in  FORBES  index 


EXCHANGE  FUNDS) 

Capital  Exchange  Fund  (started  3/66)  

Congress  Street  Fund  

Second  Congress  Street  Fund  (started  6/64)     . . 
Constitution  Exchange  Fund  (started  4/66)  — 

Depositors  Fund  ol  Boston  (started  4/65) 

Devonshire  Street  Fund   

Diversification  Fund  

Empire  Fund  

Second  Empire  Fund  (started  3/65) 

Third  Empire  Fund  (started  4/66)  

Fourth  Empire  Fund  (started  9/66)  

Fifth  Empire  Fund  (started  3/67)  

Sixth  Empire  Fund  (started  6/67)  

Exchange  Fund  of  Boston  (started  9/63) 

Exeter  Fund  (started  5/66)  

Exeter  Second  Fund  (started  3/67)  

Exeter  Third  Fund  (started  6/67) 

Federal  Street  Fund 

Second  Federal  Street  Fund  (started  12/66) 
Fiduciary  Exchange  Fund  (started  3/67)  

Second  Fiduciary  Exchange  Fund  (started  6/67) 

General  Exchange  Fund  (started  8/65)  

Investors  Capital  Exchange  

Ohio  Capital  Exchange  Fund 

Presidential  Exchange  Fund  (started  8/65) 

Second  Presidential  Fund  (started  4/66)    

Fifth  Presidential  Fund  (started  6/67)   

Westminister  Fund  


DUAL  PURPOSE  FUNDS 


American  DualVest  Fund  (started  3/67) 
American  DualVest  Fund  (started  3/67) 

Gemini  Fund  (started  3/67)   . 

Gemini  Fund  (started  3/67)   

Hemisphere  Fund  (started  4/67)  

Hemisphere  Fund  (started  4/67)   

Income  &  Capital  Shares  (started  3/67) 
Income  &  Capital  Shares  (started  3/67) 

Leverage  Fund  of  Boston   (started  3/67) 
Leverage  Fund  of  Boston  (started  3/67) 

Putnam  Duo  Fund  (started  7/67)  

■•nam  Duo  Fund  (started  7/67)  ....... 

'«  Duo-Vest  Fund  (started  4/67)    . 
-  Duo-Vest  Fund  (started  4/67)   . 


$100  ENDED  AS. 


$181.88 
$203.56 


Kind  ot 
Shares 

capital  shares 
income  shares 

capital  shares 
income  shares 

capital  shares 
income  shares 

capital  shares 
income  shares 

capital  shares 
income  shares 

capital  shares 
income  shares 

capital  shares 
income  shares 


$109.86 
$109.10 


$131.10 
146.94 
113.43 
142.60 
107.99 

115.51 


t  Funds  not  offered   for  sole  after   initial  offering;   results  are   shown  only   for   comparative   purposes. 


3.3% 
2.2% 


$114.00 
121.43 
1 13.04 
115.65 

1.6% 
1.2 
1.0 
1.4 

117.20 
120.84 
114.64 
116.89 

1.8 
0.7 
1.9 
1.9 

118.42 
119.70 
125.66 
131.18 

1.5 
1.5 
1.6 

0.9 

124.44 
121.49 
104.48 
118.28 

1.0 
1.6 
1.7 
0.9 

112.42 
119.09 
121.37 
116.94 

1.0 
1.4 
1.2 
1.5 

112.87 
123.35 
126.04 
124.17 

1.8 
1.5 
0.3 
1.7 

112.10 
109.19 
110.18 
112.97 

2.3 
1.9 
1.3 
1.4 

none 
6.1% 

none 
7.8 

none 
6.3 

none 
6.8 


5.2 


none 
5.5 


> 
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FUND  RATINGS 


Maximum      Annual 
Assets      Sabs       Expenses 
in         Charge    (Cents  per 
Millions        %  $100) 


i  2.7 
2.6 

34.9 
2.2 

4.2 
2.6 
5.9 
3.7 


4.8 
4.7 

4.6 
12.0 

3.3 
94.7 


8.50°o 
LOO** 

8.50 
8.50 


none 
8.75 
8.50 
8.50 


2.4 

2.9 

4.1 

79.4 

8.75 
8.75 
8.50 
8.50 

2.6 
3.1 
4.0 
6.4 

none 
8.50 
none 
8.50 

13.5 

55.6 

47.0 

6.1 

8.50 
6.00 
8.50 
8.50 

2.8 

8.50 

4.2 
3.6 

8.75 

8.75 

8.50 
8.50 


none 
none 
1.00 

ft 


S0.75 
2.05 
0.84 
1.06 

1.00 
0.63 
1.09 
0.89 

1.05 
0.94 
1.75 


1.00 
0.89 
0.69 


3.8 

none 

13.1 

none 

40.8 

8.50 

69.6 

8.50 

2.0 

1.00 

9.6 

t 

3.2 

8.50 

2.7 

8.50 

2.5 

8.50 

'    2.4 

1.00 

3.0 

8.50 

15.0 

none 

8.0 

8.50 

2.3 

8.50 

16.9 

none 

1.00 
0.76 

1.15 
1.50 


0.76 
0.89 

1.01 
0.77 


0.65 
1.00 
0.80 


0.63 
0.66 

0.65 
1.00 
0.86 


J  9  68 


Type  of  Fund 


DOLLAR  RESULTS 

Dividend 
Latest         Return 
1962-1968     12  Months         % 


Standard  &  Poor's  500  Stock  Average 
Average  of  10  stock  funds  in  FORBES  index 


$100  ENDED  AS.t. 


$181.88 
$203.56 


NEW  OR  SMALL  FUNDS' 


Advisers  Fund 

Leon  B.  Allen  Fund 

AMCAP  Fund  (started  4/67) 

American  Diversified  Investors  Fund  (started  12/64). 

American  Investment  Counseling  Fund  (started  7/65) 

Balanced  Income  Fund  (started  3/64) 

The  Blair  Fund  (started  5/67)  

The  Brown  Fund  of  Hawaii       

Capital   Income   Fund   (started   2/65)  

Capital  Investors  Growth  Fund  

Citadel  Fund  

Competitive  Capital  Fund  (started  3/68)       

Compufund  Inc.  (started  3/67) 

Crown  Western  Investments-Dallas  Fund   

Dodge  &  Cox  Slock  Fund  (started  4/65) 
Eaton  &  Howard  Growth  Fund  (started  4/68) 

Eaton  &  Howard  Special  Fund  (started  4/68)   

Explorer  Fund  (started  12/67)   

Financial  Dynamics  Fund  (started  9/67) 

First  Fund  ol  Virginia  Inc.  (started  1/67)  ....... 

Fust  Participating  Fund  (Life  Growth  Stock  Series) 

(started  8/64)  

Franklin  Custodian  Fund — Income  Series  Shares 

Franklin  Dynatech  (started  1/68)        

General  Securities  

Gibraltar  Growth  Fund  (started  12/67) 

Hartwell  &  Campbell  Fund  (started  1/67) 

Hedge  Fund  of  America  (started  2/68)  


Herold  Fund  (started  3/68) 
Hubshman  Fund  Inc.  (started  1/67) 
Industry  Fund  of  America 
Insurance  &  Bank  Stock  Fund 


International  Investors 
Investment  Indicators  Fund  (started  7/67) 
Knowledge  Communications  Fund  (started  12/66) 
Mates   Investment  Fund  (started   7/67)    


Moodys  Fund  (started  6/67) 

Mutual  Securities  Fund  of  Boston  

Naess  &  Thomas  Special  Fund  (offered  publicly  1/68). 


National  Securities 
Balanced  Series 
Bond  Series  . . . 


Nelson  Fund  

Neuwirth  Fund  (started  2/67) 
Old  Dominion  Investors  Trust  . 
Omega  Fund  (started  4/68)  . 


stock 
stock 
stock 
stock 

$191.20 
220.92 

stock 
balanced 
stock 
stock 

169.30 

balanced 
stock 
stock 
stock 

264.60 
251.15 

stock 
stock 
stock 
stock 

265.76 

stock 
stock 
stock 
stock 

— 

stock 

balanced 

stock 

139.39 

stock 
stock 
stock 
stock 

243.54 

stock 
stock 
stock 
stock 

259.63 
119.30 

foreign 
stock 
stock 
stock 

157.57 

stock 
stock 
stock 

410.25 

balanced 
bond  &  pref. 

142.63 
116.06 

stock 
stock 
stock 
stock 

171.00 
165.99 

$109.86 
$109.10 


$1.09.52 
102.17 
124.11 
101.43 

116.15 
106.14 
106.24 
115.98 

109.83 
115.97 
122.52 


118.19 
150.40 
117.46 


117.60 


120.42 
106.38 


109.27 
126.02 


117.31 
112.66 
109.38 


146.18 
108.92 


105.94 
142.82 
131.60 


110.13 
99.83 

117.84 
251.33 
107.14 


3.3% 
2.2% 


1.9% 
1.2 
0.6 
1.9 

0.9 
4.1 
none 
1.1 

4.4 
0.5 
0.9 


0.6 
1.4 
1.6 


1.3 


0.7 
5.2 


2.0 

none 


none 
none 
1.3 


1.9 

0.8 


2.8 
0.1 
0.3 


3.7 

4.8 

5.0 

none 

2.7 


*  Includes  funds  started  12/31/66  and  later,  and  older  funds  with  assets  between  $2  million  and  $5 
million-  funds  with  assets  under  $2  million  excluded,  t  When  shares  are  offered  for  sale,  the  sales 
charge' will  be  8.50%.  ,;  Entrance  fee.  ft  Fund  no  longer  selling  shares,  existing  shares  traded 
over-the-counter.  
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Maximum      Annual 
Assets      Sales      Expenses 
in         Charge    (Cents  per 
Millions        %  $100) 


FUND  RATINGS 

1968 


CONSISTENCY  OF 
PERFORMANCE 


DOLLAR  RESULTS 


Standard  &  Poor's  500  Stock  Average 
Average  of  10  stock  funds  in  FORBES  index 


2.0 

5.0 

30.3 

8.00% 

none 

8.50 

S1.58 
3.80 

3.0 
2.6 
6.0 

8.50 
8.50 
6.00 

1.17 
1.90 

2.4 
124.1 
27.9 

none 
8.50 
8.50 

0.77 

2.9 

23.7 

2.2 

8.50 
8.50 
none 

E 

17.2 
2.0 
2.6 

8.50 
8.50 
8.50 

0.99 

3.9 
2.5 
2.2 

8.50 
none 
8.00 

1.20 
0.71 
1.00 

NEW  OR  SMALL  FUNDS* 


Over  The  Counter   Securities    Fund    

Pennsylvania  Mutual  Fund  (started  6/67) 
Pilot  Fund  (started  9/67)  

Pioneer  Enterprise  Fund  

Planned  Investment  Fund  

PRO  Fund  (started  9/67)  

Prudential  Fund  of  Boston      

Putnam  Equities  (started  9/67)  

Putnam  Vista  (started  6/68)  

Schuster  Fund  (started  9/67)  

Selected  Special  Shares  (started  1/68) 

Sherman  Dean  Fund  (started  2/68)  

Sigma  Capital  Fund  (started  10/67) 

Syncro  Growth  Fund  (started  2/68) 

Twentieth  Century  Investors-Income  Investors 

Union  Fund  Inc.  (started  10/66)  

Variable  Stock  Fund    

Viking  Growth  Fund 


In 

UP         D 
Markets    Mi 

In 

OWN 

trkets 

1962-1968 

Latest 
12  Months 

$100  ENDED  AS... 

B 

B— 

$181.88 
$203.56 

$109.86 
$109.10 

Type  ot  fund 

$289.79 
262.05 

stock 
stock 
stock 

stock 
stock 
stock 

$130.43 
182.55 

121.18 

120.86 

balanced 

stock 

stock 

143.33 

107.14 

stock 
stock 
stock 

— 

E 

stock 
stock 
stock 

193.05 

109.65 

1fl7  07 

stock 
stock 


American  Motors  

American  Tel.  &  Tel 

Ampex  Corp 

Avco  Corp 

Chrysler  Corp 

Control  Data 

Fairchild  Camera   

Ford  Motors    

General  Motors 

General  Tel.  &  Elec 

Gulf  &  Western  Ind 

IBM  

Magnavox 

McDonnell  Douglas 

Occidental  Petroleum 

Pan  American  World  Airways 

RCA 

Sperry  Rand 

-ulard  Oil  (N.J.) 
i  Carbide 


c+ 

B 

c— 

B+ 

B+ 

D 

A— 

c+ 

A— 

c— 

A+ 

c+ 

A— 

c— 

B+ 

c— 

B— 

c 

C 

B— 

A+ 

D 

A+ 

B+ 

A— 

B 

A+ 

A— 

A+ 

D 

B 

D+ 

B 

C— 

B 

1  + 

D 

A- 

D 

c+ 

$99.07 

97.11 

266.32 

214.20 

302.99 

1,010.77 

216.47 
271.84 
165.89 

203.77 
810.07 
400.80 

309.08 

686.27 

1,311.23 

538.74 
378.70 
359.46 

136.00 
93.31 


Dividend 
Return 

% 


3.3% 
2.2% 


THE  FUNDS  VS.  THE  ODD-LOT  FAVORITES 

You  can  rate  individual  stocks  on  the  same  basis  as  FORBES  rates  the  funds.  Below  are  com- 
parable figures  for  20  of  1967's  odd-lot  favorites,  the  stocks  the  so-called  little  fellow  bought. 


$95.54 
88.38 
87.54 

84.58 
150.90 
149.56 

65.85 
102.69 
104.39 

85.94 

85.76 

142.21 

117.42 

119.50 
258.05 

73.86 

95.18 

137.11 

111.48 
82.31 


1.0% 
none 


0.7 
none 


2.8 


3.3 




107.92 

2.6 

190.72 

114.41 

1.5 

204.74 

116.84 

1.1 

none 

4.7% 

none 

2.7 
3.2 

none 

0.8 
4.6 
5.0 

3.5 
0.6 
0.7 

1.7 
0.7 
0.8 

1.8 
2.0 
0.6 

5.2 
4.8 


*   Includes  funds  started   12  31    66  and  later,  and  older   funds    with    assets   between    $2    million    and    $5    million; 
funds    with    assets   under    $2    million   excluded. 
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life 


Does  it  pay  to  invest  $70 
in  a  $100,000  race  horse 
so  he  won't  burn  to  death? 


Nothing  terrifies  a  horse  like  fire. 
When  the  flames  crackle,  he  will 
.actually  cry  like  a  baby.  He  be- 
comes so  frantic  that  even  if  you 
idrag  him  out  of  the  stable,  he  may 
jpanic  and  run  right  over  you  going 
(back  in  to  the  fire. 

In  1967, 55  race  horses  were  killed 
lin  stable  fires.  One  promising  filly, 
jby  Bold  Ruler  out  of  Bases  Full, 
[was  worth  about  $250,000. 

Racing  stable  fires  are  so  disas- 
trous that  most  American  insur- 
lance  companies  refuse  to  handle 
[the  burden  alone:  they  re-insure 
Ithe  risk  with  Lloyds  of  London. 
[To  make  things  worse,  the  prob- 
llem  is  increasing  as  more  winter 
pacing  meets  are  held.  The  stables 
lhave  to  be  heated,  and  heat  in- 
Icreases  the  danger  of  fire. 


Koppers  makes  a  product  that 
can  help  solve  this  problem.  It's 
called  Non-Corn'6  fire-protected 
lumber.  We  impregnate  the  wood 
with  special  mineral  salts  that  re- 
duce the  amount  of  flammable 
gases  and  tars  emitted  from  burn- 
ing wood  by  about  85% — so  low 
that  Non-Com  is  rated  as  a  fire- 
retardant  material  by  insurance 
rating  bureaus  in  all  50  states. 

After  a  terrible  stable  fire  that 
killed  44  valuable  horses  near  Balti- 
more, Maryland,  the  State  Racing 
Commission  decreed  that  all  new 
racing  stables  shall  be  of  fireproof 
construction.  Already,  Maryland's 
Laurel  Track,  home  of  the  famed 
International  Race,  has  built  two 
50-stall  stables  utilizing  Non-Com 
lumber.  At  Timonium,  they  built 


152  stalls  with  Non-Com,  and  the 
extra  cost  of  the  lumber  was  only 
$70  per  stall. 

One  of  the  many  things  Koppers 
does  is  treat  wood  to  make  it  even 
better.  We  protect  wood  against 
termites,  fungus,  and  fire,  and  sup- 
ply it  for  buildings,  railroad  ties, 
and  utility  poles  (we  can  even  color 
our  utility  poles  to  make  them 
blend  with  the  surroundings).  We 
also  make  glued-up  laminated 
wood  beams,  to  span  distances  of 
300  feet  or  more. 

Non-Com  wood,  of  course,  has 
been  protecting  people  for  some 
time  now  .  .  .  why  shouldn't  we 
start  doing  a  favor  for  our  four- 
legged  friends? 

Koppers  Company,  Inc.,  Pitts- 
burgh, Pa.  15219. 


Architectural  and  Construction  Materials 'Chemicals  and  Coatings 'Plastics 'Engineered  Products 'Environmental  Systems 'Engineering  and  Construction 


the  growing  world  of 

Colt  Industries 


Pumping  and 
driving  fluids 

To  move  into  the  broader 
market  for  fluid  and  gas 
handling  equipment,  our 
Fairbanks  Morse  Pump  & 
Electric  Division  has  ex- 
panded its  activities.  New 
lead  products  include 
higher  capacity  self-prim- 
ing, non-clog  pumps  for 
processors,  the  chemical 
industry  and  waste  treat- 
ment facilities;  more  effi- 
cient end  suction  and  split 
case  pumps  for  manufac- 
turing and  government. 
And  the  division  is  now 
building  such  support 
items  as  motors,  genera- 
tors and  water  purification 
units.  Due  soon— a  new 
solid-state,  variable  speed 
drive  system  to  maintain 
constant  pressures  in 
high-rise  buildings. 


Advancing  weaponry 

The  famous  M16  fully  automatic  rifle  develi 
by  our  Colt's  Firearms  Division  speaks  with 
fire  power  of  a  machine  gun.  Now  classifie 
a  standard  weapon  for  our  armed  forct 
is  being  supplied  by  our  Government  to  < 
nations  in  increasing  numbers. 


Generating  power  on  land  and  sea 

Municipalities  and  industries  are  growing  so  fast  these  days,  they  need  a  new  way  to  put 
major  power  generators  on  the  line  quicker  and  cheaper  than  traditional  steam  plants.  Enter 
our  Fairbanks  Morse  Power  Systems  Division  with  a  revolutionary  new  diesel.  the  38A20. 
Rated  at  1000  h.p.  per  cylinder,  this  bantam-size  powerhouse  could  well  be  the  answer  to  a 
mayor's  prayers.  The  38A20's  compactness  is  also  bringing  about  an  historic  change  in  marine 
propulsion.  In  studies  made  by  the  U.S.  Maritime  Administration,  the  38A20  outperformed 
steam  and  gas  turbines.  As  a  result,  it  is  the  first  American  diesel  picked  to  power  five  of  the 
newest  cargo  vessels  in  the  U.S.  Maritime  fleet.  Some  little  giant! 


Controlling  jet  fuel  systems 

More  than  half  of  American  commercial  jet  planes  use  fuel 
pumps  engineered  by  our  Chandler  Evans  Control  Systems 
Division.  This  division  is  also  a  top  supplier  of  fuel  systems 
for  military  helicopters.  And  it's  deep  in  development  of 
components  for  tomorrow's  aircraft  and  missiles. 


bchining  with 
ctric  discharge 

»ur  divisions  are  sparking  these 
.  especially  our  Elox  Division. 
;er  of  fact,  it's  in  the  spark  busi- 
.  Our  Elox  Division  makes  the 
:ual  machines  that  shape,  cut 
jrmd  the  new  super-hard  metals 
electric  discharge  (EDM)  and 
rochemical  discharge  (ECDM). 
Elox  is  working  with  our  Pratt 
hiiney  Machine  Tool  Division 
ing  industry  numerically  con- 
d  electric  discharge. 


High  pressuring  air 

Our  Quincy  Compressor  Division  is  famous  for  unit- 
type  air  compressors  that  actuate  spray  guns,  engine 
starters,  dentists'  drills  as  well  as  maintain  pressure 
for  telephone  cable  lines  and  pneumatic  temperature 
controls  And  Quincy  Compressor  is  moving  up  to 
larger  models  for  industry  and  portables  for 
construction. 


Cutting  and 
gaging  metals 

The  increasing  use  of 
exotic  and  super-hard 
metals  by  industry  is 
causing  a  revolution  on 
the  production  front.  To- 
day's highly  sophisticated 
machines  demand  more 
durable,  more  precise 
drills  and  gages.  Our 
Pratt  &  Whitney  Cutting 
Tool  &  Gage  Division  has 
doubled  its  capacity  to 
meet  the  need. 


bureting  cars 

and  international  racing  cars,  fine  auto- 
les  and  heavy-duty  trucks  are  powered  to 
performance  by  the  products  of  our  Holley 
uretor  Division.  Its  4-barrel  model  4160 
lelped  set  records  for  speed,  endurance 
iconomy  from  Le  Mans  to  Daytona. 


Automating  machine  tools 

We're  where  the  action  is  in  automation.  About  90%  of  the 
machine  tools  being  shipped  by  our  Pratt  &  Whitney  Machine 
Tool  Division  now  are  numerically  controlled— a  record  for 
the  entire  machine  tool  industry. 


Exploring  new 
dimensions 
in  weight 

Today's  need  for  fast 
accurate  weighing  of 
such  diverse  things  as 
m-motion  railroad  cars, 
hot  steel  mixes,  grains, 
paints  and  chemicals 
are  being  met  by  our 
Fairbanks  Morse  Weigh- 
ing Systems  Division  in 
its  new  plant,  the  most 
modern  in  the  industry. 
Its  electronic  piece  count 
system  is  now  in  opera- 
tion at  leading  automo- 
bile assembly  plants,  and 
its  in-motion  random 
package  weigher  is  being 
tested  by  airlines. 


Dwing  in  know-how  and  know-what 
system-service  industry  government  and  defense. 


Headquarters 

1290  Avenue  of  the  Americas,  New  York,  New  York  10019 


OPERATING  DIVISIONS:  Chandler  Evans  Control 
'  Systems  /  Colt's  Firearms  /  Elox  /  Fairbanks  Morse 
Power  Systems  /  Fairbanks  Morse  Pump  &  Electric  / 
Fairbanks  Morse  Weighing  Systems  /  Holley 
Carburetor  /Pratt  &  Whitney  Cutting  Tool  &  Gage  / 
Pratt  &  Whitney  Machine  Tool  /  Quincy  Compressor 


In  millions  of  new  cars  every  year,  National  products  hit 
the  road.  The  amount  of  plastic  in  an  auto  increased  from 
about  50  to  80  pounds  in  the  past  year,  and  National  is 
a  big  plastic  supplier,  for  carpet  backing,  children's 
safety  seats,  heating  systems  and  windshield  washer 
reservoirs.  We  also  make  brass  tire  valves  and  our 
Hytrans®  synthetic  rubber  (licensed  for  production 
abroad)  is  being  evaluated  by  American  tire  companies. 


These  are  just  a  few  of  the  products  of  National  am 
affiliates  today.  Our  new  technology  also  reaches 
titanium,  the  irreplaceable  metal  of  the  space  age 
helium;  plastic  color  concentrates;  plastic  pipe; 
packaging  materials.  National  Distillers  is  buildii 
future  in  its  laboratories.  For  our  second  quarter  ^ 
write  to  National  Distillers  and  Chemical  Corpora 
Department  8,  99  Park  Avenue,  New  York,  N.  Y.  10 


The  more  people  who  drive  ca 

the  brighter  the  future  lool 

at  National  Distille 

and  Chemical  Co 


Counterattack 

Everybody  is  talking  about  U.S.  business'  invasion  of  Europe  and  the  British  Common- 
wealth. Here,  barely  noticed,  is  a  highly  significant  Commonwealth  invasion  of  the  U.S. 


Wall  Street  didn't  blink  an  eye.  It 
was  just  a  little  transaction  north  of 
the  border  in  Toronto,  Ont.  It  in- 
volved a  tobacco  company  nobody  had 
ever  heard  of,  Rothmans  of  Pall  Mall 
Canada  Ltd.  with  net  sales  of  $60.4 
million  in  1967.  (All  figures  are  in  Ca- 
nadian dollars,  on  which  the  exchange 
rate  is  about  92  cents.)  Rothmans  paid 
$28. 8  million  in  cash  in  June  for  an  1 1% 
controlling  interest  in  Canadian  Brew- 
eries Ltd.,  Canada's  largest  brewer  and 
a  factor  in  the  U.S.  beer  market. 

So  what?  So  plenty.  The  almost  un- 
noticed deal  may  well  lead  to  even 
fiercer  competition  in  the  already 
fiercely  competitive  U.S.  beer  market. 
It  marked  the  retirement  from  the 
brewing  scene  of  Edward  Plunket 
Taylor.  Canadian  Breweries'  founder 
and  long  one  of  Canada's  most  power- 
ful men  (Forbes,  Feb.  1,  1959).  And 
it  marked  a  further  step  in  the  quiet 
inarch  to  power  of  one  of  the  world's 


least    known    millionaires.    52-year 


■old 


Dr.  Anton  E.  Rupert  of  South  Africa. 
The  Vehicle 

Rothmans,  the  buyer  of  Taylor's 
Canadian  Breweries  stock,  is  pari  oi 
the  Rothmans  world  yroup  of  tobacco 
companies.  The  group  itself  is  con- 
trolled by  Rembrandt  Controlling  In- 
vestment Co.  Ltd.,  headquartered  in 
Stellenbosch,  one  of  South  Africa's 
leading  university  towns.  Through  it, 

Anton  Rupert,  as  executive  officer,  di- 
rects Rothmans'  Companies  and  sub- 
sidiaries in  17  countries.  Operating 
offices  are  in  London  and  Luxembourg. 
In  the  British  Commonwealth,  the 
Rothmans  group  has  made  a  big  splash 
in  a  few  years.  It  gained  50%  of  the 
Australian  cigarette  market.  It  took 
control  of  the  staid  old  Carreras  to- 
bacco company  in  England  (which  is 
'the  third-largest  in  Britain,  with  7%  of 
the  market).  Swooping  into  Canada  in 


1957,  it  has  since  taken  23%  of  the  ciga- 
rette market  there. 

Throughout  the  26  years  since  its 
founding,  the  Rothmans  group  has 
been  moving  into  more  and  more 
affluent  markets  and  closer  and  closer 
to  the  biggest  and  richest  of  them  all 
—the  U.S.  Already  the  Rupert's  group 
controls  the  four  expensive  Alfred  Dun- 


Anton  E.  Rupert  quit  teaching 
chemistry  in  a  South  African 
university  in  1942  to  go  into  dry 
cleaning,  then  tobacco.  He 
bought  London's  Rothmans  in 
1953  to  start  his  worldwide 
cigarette  business.  Now  52,  he 
has  extended  his  empire  to  in- 
clude Canadian  Breweries  with 
its  seven  U.S.  plants,  like  Cart- 
ing's Baltimore  brewery  (below). 


hill  tobacco  shops  located  in  the  U.S. 

Finally,  with  the  Canadian  Brew- 
eries deal,  Rupert  is  in  the  U.S.  mar- 
ket in  a  big  way.  CB  owns  Calling 
Brewing  Co.  in  the  U.S.;  its  four  beer 
brands  rank  it  in  fifth  place  in  the  U.S., 
with  1967  sales  around  $166  million. 

John  H.  Devlin,  president  of  Roth- 
mans of  Pall  Mall  Canada,  decided 
almost  two  years  ago  that  Canadian 
Breweries  would  be  a  good  vehicle  for 
getting  into  the  U.S.  consumer  market. 
One  of  Rothmans'  techniques  in  other 
countries  has  been  to  buy  a  good  com- 
pany that's  down  and  then  to  turn  it 
around  with  aggressive  marketing.  CB 
fits  the  formula  perfectly.  It  has  spent 
millions  to  establish  itself  in  the  U.S. 
market  since  1933  but  is  just  begin- 
ning to  see  its  first  thin  profits.  In  the 
meantime,  its  share  of  the  Canadian 
market  has  fallen  from  48%  to  38%. 

Rothmans  thinks  it  can  help  to  cor- 
rect CB's  obvious  marketing  problems. 
Says  Devlin:  "About  four  years  ago  I 
started  improving  our  middle-manage- 
ment group.  I  did  so  in  the  hopes  of 
the  day  when  we  might  be  in  a  posi- 
tion to  get  into  a  major  operation  that 
would  give  vent  to  all  the  marketing 
capabilities  that  I  thought  could  be 
applied  to  another  consumer  product." 
Beer,  like  cigarettes,  is  a  product  that 
is  dependent  on  local  and  national  dis- 
tribution systems  and  image-making 
advertising.  Wilmat  Tennyson,  Roth- 
mans' marketing  vice  president,  says 
"The  marketing  imagination  and  struc- 
ture for  one  will  serve  the  other." 

Beer  also  is  a  diversification  away 
from  the  tobacco  business  and  all  the 
health  controversy  associated  with  it. 
"It's  a  problem,  and  you  just  can't 
bury  your  head  in  the  sand  and  say, 
'We  don't  have  a  problem,'  "  Devlin 
says.  "But  I  can  assure  you,  it  wasn't 
our  prime  thought  in  diversification." 

The  prime  thought,  of  course,  was 
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POWER 
&  LIGHT 


Serving  in 

UTAH 

IDAHO 

COLORADO 

WYOMING 


UJetiT 


QUARTERLY  DIVIDENDS  SINCE  1935 

NATIONAL 
DISTILLERS 
CHEMICAL 
CORPORATION 

DIVIDEND  NOTICE 

The  Board  of  Directors  has  declared  a 
quarterly  dividend  of  450  per  share  on 
the  outstanding  Common  Stock,  pay- 
able on  September  3,  1968,  to  stock- 
holders of  record  on  August  9,  1968. 
The  transfer  books  will  not  close. 
July  25.  1968. 
RAMSEY  E.  JOSLIN,  Treasurer 


DIVISIONS:  NATIONAL  DISTILLERS  PRODUCTS  CO. 
US    INDUSTRIAL  CHEMICALS  CO. 
BRIDGEPORT  BRASS  CO.  •  INTERNATIONAL 


calculating  machine 


THE  CURTA  IS  A  PORTABLE 
CALCULATOR  FOR  ALL 
ARITHMETICAL  OPERATIONS 

A  precision  instrument  that  gives  desk  calculator 
performance  and  "on  the  spot"  answers  anywhere. 
Model  I  price  $125.00.  Model  II  $165.00. 


■  64-page  Malhe- 

■  malical  Handbook 


Contains  tables,  conversion  (actors,  formulas  for 
business,  science  and  industry.  For  free  booklet 
and  information  write  to  Curta  Company,  P.O.  Box 
3414,  Van  Nuys,  Calif.,  Oept.F-8 


weighs 

only  8  ozs. 

/ 


CU  RTA  COMPANY 


For  Top  Quality 

GLASS  BEADS 

of  any  type 

WE  KNOW  OF  ONLY 
ONE  PLACE  TO  GO... 

MICROBEADS  DIVISION 

CATAPHOTE  CORP. 

Post  Office  Box  2369 
Jackson.  Miss.  39205-U  S  A 

Write  f/laekson  Miss  601/9391631 
Of  OH  I  loledo  Ohio  419/?44  3003 
Colled  I  Inionto  Unl  Canada    416  ?S1  1681 


to  expand  the  Rupert  empire.  "I  think 
there  are  great  opportunities  and  pos- 
sibilities in  the  U.S.,"  Devlin  says.  "I 
think  the  American  company  has  suf- 
fered a  lot,  but  I  think  its  main  prob- 
lems are  over.  I  hope  they  are.  I  think 
the  market  can  swing  up." 

Pushing  St.  Louis'  Falstaff  Brewing 
out  of  fourth  place  is  Devlin's  first 
goal  for  Calling  Brewing  Co.  The  em- 
phasis will  be  on  Carling's  Black  Label 
brand.  "We're  going  to  make  some 
violent  changes  in  the  beer's  creative 
advertising,"  Tennyson  says. 

Costly  Pitch 

One  of  the  big  challenges  is  aggres- 
sive Anheuser-Busch  (Forbes,  Mar.  1), 
the  No.  One  U.S.  brewer.  Devlin  is 
quite  aware  of  the  competition  in  the 
U.S.  beer  industry.  But  whether  Roth- 
mans  is  willing  to  spend  the  money 
necessary  to  really  dent  it  is  something 
that  remains  to  be  seen.  To  be  sure, 
Rothmans  lost  $5  million  in  its  first 
three  years  getting  established  in  the 
Canadian  cigarette  market  (it  made 
$3.8  million  last  year),  but  this  is  small 
change  compared  with  what  it  will 
cost  to  sell  more  beer  in  the  U.S.  For 
example,  the  top  three  U.S.  brewers— 
Anheuser-Busch,  Pabst  and  Schlitz— 
together  spent  about  $90  million  last 
year  on  advertising. 

One  test  as  to  how  serious  Rothmans 
is  will  come  soon.  Its  controlling  block 
of  CB  stock,  11%,  was  purchased  from 
E.P.  Taylor's  Argus  Corp.  (which  also 
controls  Massey-Ferguson,  Dominion 
Stores  and  other  leading  Canadian 
companies).  That  11%  was  enough  to 
get  Rothmans  six  seats  on  CB's  23-man 
board  and  the  chairmanship  for  its 
boss,  Devlin.  But  the  rest  of  CB's  stock 
is  still  in  public  hands.  If  Rothmans  is 
dead  serious  about  Canadian  Brewer- 
ies, it  will  probably  want  more  of  the 
stock.  "Our  attention,"  Devlin  cau- 
tiously concedes,  "should  be  on  in- 
creasing that  percentage." 

One  of  the  problems  is  that  Roth- 
mans had  to  use  its  worldwide  credit 
facilities  to  borrow  the  $29  million  to 
buy  control  of  CB.  It  is  paying  8%  for 
the  money.  That  means  an  annual  pre- 
tax interest  cost  of  $2.3  million  vs.  divi- 
dends from  CB  of  only  $960,000.  An 
outright  merger  of  the  two  companies 
would  get  the  debt  off  Rothmans  rela- 
tively limited  balance  sheet  onto  CB's 
much  fatter  one.  It  would  also  be  an 
advantage  for  CB's  stockholders,  giving 
them  part  ownership  of  a  worldwide 
consumer-goods    marketing    company. 

Meanwhile,  if  the  Anton  Rupert  in- 
terests can  pull  off  their  invasion  of 
the  U.S.  market— at  a  time  when  most 
of  the  traffic  is  the  other  way— they  will 
have  helped  destroy  the  myth  that 
good  marketing  and  venturesome  fi- 
nance are  U.S.  monopolies.  ■ 


43Qth  Dividend 

Pullman 
Incorporated 

Quarterly  Cash  Dividends 

Consecutively  Paid 

For  101  Years 

A  quarterly  dividend  of  sev- 
enty cents  (70^)  per  share 
will  be  paid  on  September 
13,  1968,  to  stockholders  of 
record  August  16,  1968. 

W.  IRVING  OSBORNE,  JR. 

Chairman  and  President 

Divisions 
Transportation  Equipment 

Pullman-Standard 
Trailmobile 
Transport  Leasing 

Engineering  Construction 

The  M.  W.  Kellogg  Company 
Swindell-Dressier  Company 

Principal  Subsidiaries 

The  Canadian  Kellogg 

Company,  Limited 
Kellogg  International  Corp. 
Trailmobile  Finance  Company 
Canadian  Trailmobile  Limited 
Trailmobile  de  Mexico,  S.A. 
Standard  Steel  Works,  Inc. 
Unimation,  Inc. 


PHELPS 
DODGE 


132nd   CONSECUTIVE 
QUARTERLY   DIVIDEND 

The  Board  of  Directors  of 
Phelps  Dodge  Corporation  has 
declared  a  quarterly  dividend 
of  Eighty-five  Cents  (85$)  per 
share  on  its  capital  stock,  pay- 
able September  10,  1968  to 
stockholders  of  record  August 
16,  1968. 

R.   D.   BARNHART, 

Treasurer. 
New  York,  N.  Y. 
July  24,  1968 


hi-shearl 

coapoa/xTioM     I  c, 


TORRANCE. 
CALIFORNIA 


DESIGNER  AND  PRODUCER  OF  PRECISION 
FASTENING  SYSTEMS  AND  ORDNANCE  DEVICES 


The  Board  ol  Directors  has  declared  a  regular  quarterly  dividend  of 
Fi»e  Cents  (50  per  share  on  the  capital  stock  ol  the  Company,  payable 
Aujust  19,  1968  to  stockholders  of  record  at  the  close  ol  business 
August  5,  1968. 


Autust  1,  1968 


Wiffram  Halpern, 
Secretary 


64 


F:R-'ES,  AUGUST  15,  196! 


Do  mutual  funds  own  you? 

Do  you  own  mutual  funds? 

Whether  mutual  funds  own  shares  in  your  company  or  whether  you  own  shares  in  mutual  funds, 
the  most  important  audience  in  America  for  either  or  both  of  you  is  FORBES: 


%  Adults  who  own 
mutual  funds 


%  Adults  who  bought  mutual 
funds  in  past  two  years 


1.   FORBES 

23.0 

1. 

FORBES 

14.5 

2.   Fortune 

20.8 

2. 

Wall  Street  Journal 

13.1 

3.  Wall  Street  Journal 

18.7 

3. 

Nation's  Business 

10.2 

4.   Nation's  Business 

17.8 

4. 

Fortune 

9.6 

5.   U.S.  News  &  World  Report 

15.2 

5. 

Dun's  Review 

8.7** 

6.  Signature 

15.1* 

6. 

Business  Week 

7.5 

7.   BusinessWeek 

13.8 

7. 

Signature 

7.5** 

8.   Holiday 

13.6 

8. 

U.  S.  News  &  World  Report 

7.4 

9.  Saturday  Review 

13.4 

9. 

Holiday 

7.2 

10.   Dun's  Review 

11.9* 

10. 

Esquire 

6.2 

11.   Business  Management 

11.7 

11. 

Business  Management 

5.9* 

12.   Esquire 

11.0 

12. 

Harper's/Atlantic 

5.9 

13.   New  Yorker 

10.7 

13. 

National  Geographic 

5.8 

14.   Harper's/Atlantic 

10.6 

14. 

New  Yorker 

5.8 

15.   Newsweek 

10.2 

15. 

Time 

5.5 

16.  Time 

10.1 

16. 

Newsweek 

5.3 

17.  National  Geographic 

9.8 

17. 

House  Beautiful 

4.7 

18.  Sports  Illustrated 

9.5 

18. 

Parade 

4.3 

19.   Popular  Science 

9.3 

19. 

Outdoor  Life 

4.2* 

20.   House  &  Garden 

9.0 

20. 

House  &  Garden 

4.1 

21.   House  Beautiful 

8.5 

21. 

Golf  Digest 

4.0** 

22.  Cue 

8.2** 

22. 

Life 

3.9 

23.  True 

7.9 

23. 

Ladies  Home  Journal 

3.8 

24.  Golf  Digest 

7.7* 

24. 

Better  Homes  &  Gardens 

3.7 

25.  American  Legion 

7.4 

25. 

Saturday  Review 

3.7* 

26.   Life 

7.4 

26. 

Popular  Science 

3.6* 

27.   Parade 

7.4 

27. 

American  Home 

3.5 

28.   Ladies  Home  Journal 

7.0 

28. 

Playboy 

3.5 

29.   Saturday  Evening  Post 

7.0 

29. 

Saturday  Evening  Post 

3.5 

30.  Outdoor  Life 

6.9 

30. 

Sports  Illustrated 

3.3 

31.  American  Home 

6.6 

31. 

True 

3.2 

32.   Better  Homes 

6.6 

32. 

Look 

3.0 

33.   Look 

6.1 

33. 

Family  Circle 

2.9 

34.   McCall's 

6.1 

34. 

Good  Housekeeping 

2.9 

35.   Reader's  Digest 

6.1 

35. 

McCall's 

2.9 

36.   Family  Circle 

5.9 

36. 

Reader's  Digest 

2.9 

37.   Playboy 

5.9 

37. 

Field  &  Stream 

2.7* 

38.   Redbook 

5.8 

38. 

Sports  Car  Graphic 

2.6** 

39.  This  Week 

5.8 

39. 

This  Week 

2.6 

40.  Woman's  Day 

5.7 

40. 

Mechanix  Illustrated 

2.5* 

41.  Good  Housekeeping 

5.6 

41. 

Parents' 

2.5* 

42.   Field  &  Stream 

5.4 

42. 

Redbook 

2.4 

43.   Popular  Mechanics 

5.3 

43. 

Woman's  Day 

2.2 

44.  Sports  Car  Graphic 

5.3** 

44. 

Argosy 

2.1* 

45.  Cosmopolitan 

5.2 

45. 

American  Legion 

2.0** 

46.   Mechanix  Illustrated 

5.2* 

46. 

TV  Guide 

2.0 

47.   Parents' 

4.7 

47. 

Photoplay 

1.9** 

48.   Photoplay 

4.7* 

48. 

Popular  Mechanics 

1.9* 

49.  TV  Guide 

4.7 

49. 

Sport 

1.8** 

50.  Argosy 

4.5* 

50. 

Cosmopolitan 

1.7* 

51.  Sport 

4.1* 

51. 

Motor  Trend 

1.5** 

52.   Hot  Rod 

3.7* 

52. 

Modern  Screen 

1.4** 

53.   Modern  Screen 

3.4* 

53. 

Hot  Rod 

1.1** 

54.   Motor  Trend 

3.0* 

54. 

True  Story 

0.6** 

55.  True  Story 

1.4* 

55. 

Modern  Romance 

0.2** 

56.   Modern  Romance 

1.0** 

56. 

Cue 

— 

U.  S.  Total 

4.3 

U.  S.  Total 

2.3 

'Unstable 


Unreliable 


Companies  who  have  something  to  say  to  the  potential  or  actual  fund  shareholders  of  their  stock,  or  funds  who  want  to 

talk  to  their  actual  or  potential  shareholders  will  reach  them  all  in  tie  pages  of  FORBES. 

In  addition  to  showing  that  FORBES  has  the  top  percentage  of  owners  and  buyers  of  mutual  funds,  the  1968  Simmons  Study 

of  Selective  Markets  also  indicates  that  FORBES  has  the  highest  concentration  of  professional-managerial  people. 

FORBES  readers  don't  just  own  American  business.  _      ,  ..    „    .   .       , 

They  un  it  Forbes  :  capitalist  tool 


Why  does  VALUE  LINE 

stand  out  among 

investment  advisory 

services? 


Because  The  Value  Line  Investment 
Survey  is  the  only  investment  advisory 
service  that  systematically  and  objective- 
ly  rates  each  of  1400  widely-held  com- 
mon  stocks  weekly,  relative  to  all  the 
others,  into  one  of  five  groups  on  four 
counts: 

1 .  The  stock's  probable  market  per- 
formance in  the  next  1 2  months 

2.  Its  appreciation  potential  3  to  5 
years  hence 

3.  Its  income  (yield)  in  the  next  12 
months 

4.  Its  quality  (i.e.,  its  dependability 
over  the  very  long  term— beyond  5 
years) 

Each  stock  is  rated  from  I  (Highest) 
to  V  (Lowest)  for  12-month  perform- 
ance, 3-5  year  potential  and  yield.  Each 
stock  is  graded  from  A  plus  to  C  minus 
for  quality.  The  1400  stocks  include  vir- 
tually every  issue  on  the  New  York  Stock 
Exchange  plus  about  300  on  the  Amer- 
ican Exchange  and  the  Over-the-Counter 
markets.  Ratings  of  probable  future 
price  performance  are  based  almost  en- 
tirely on  fundamentals— relative  price/ 
earnings  ratios  and  relative  growth  rates. 
These  ratings  are  not  infallible.  But  they 
have  been  right  in  such  a  high  percentage 
of  cases— for  reasons  that  are  logical— 
that  you  owe  it  to  yourself  to  check  sys- 
tematically the  stocks  you  hold  and,  of 
course,  the  stocks  you  are  thinking  of 
buying  or  selling,  against  Value  Line's 
objective  evaluations. 

Value  Line  also  stands  out  because 
Value  Line  makes  it  possible  for  you  to 
determine  objectively  how  suitable  a 
particular  stock  is  for  you  in  terms  of 
your  personal  investment  goals.  Value 
Line  uses  a  unique  method  of  assigning 
an  index  number  to  each  of  its  four  rat- 
ings. By  weighting  the  four  index  num- 
bers to  accord  with  your  own  goals,  you 
can  gauge  how  suitable  any  one  of  the 
more  than  1400  stocks  is  for  you  now. 
Each  stock  will  come  out  with  a  personal 
suitability  score  for  you  ranging  from 
100  (the  highest  possible)  down  to  20 
(the  lowest  possible). 

The  suitability  determination  is  a  per- 
sonal evaluation.  A  stock  that  may  be 
good  for  you  may  not  be  good  for  an- 
other investor  whose  goals  are  different 
from  yours.  If  you  place  appreciation 
as  your  first  objective  and  another  in- 
vestor looks  primarily  for  current  in- 
come, chances  are  the  same  stock  will 


not  suit  both  of  you  equally  well.  You 
want  the  ones  that  are  right  for  you. 

In  addition  to  weekly  ratings  on  1400 
stocks  covering  66  industries,  Value  Line 
publishes  a  full-page  report  on  each  stock 
every  three  months— at  the  rate  of  about 
a  100  a  week.  Supplementary  reports  are 
issued  between  quarterly  reports  if  evi- 
dence  requires.  Here  again,  Value  Line 
stands  out .  .  .  you  are  never  left  "up  in 
the  air"  as  to  Value  Line's  current  ap- 
praisal of  a  particular  stock— either  in 
relation  to  all  other  stocks  covered  in 
the  Survey  or  in  relation  to  your  personal 
requirements.  Nowhere  else,  we  believe, 
can  you  obtain  as  much  vital  information 
on  one  page  as  you  will  find  in  a  Value 
Line  report.  Besides  the  four  ratings,  re- 
cent price,  estimated  yield,  and  current 
price/ earnings  ratio,  every,  report  in- 
cludes the  following  data  for  each  of  the 
company's  last  15  years  (if  available): 

•  Sales 

•  Profit  Margin 

•  Working  Capital 

•  Bond  &  Preferred  Capital 

•  Net  Plant  Account 

•  Depreciation  Rate 

•  %  Earned  on  Total  Capital 

•  %  Earned  on  Common  Equity 

•  Book  Value  per  share 

•  Capital  Growth  Ratio 

•  Sales  per  share 

•  Cash  earnings  per  share 

•  Capital  Spending  per  share 

•  Reported  Earnings  per  share 

•  Dividends  Declared  per  share 

•  Dividend  Payout  Ratio 

•  Average  Annual  PE  Ratio 

•  Average  Annual  Dividend  Yield 

•  5  year  Growth  Rate 


Some  industries  such  as  bank,  savings 
and  loan  and  insurance  have  a  different 
set  of  vital  statistics,  but  their  series  also 
total  19  different  columns— just  as  the 
list  here— for  the  company's  last  1 5  years. 
Each  report  also  includes  a  chart  of  the 
stock's  monthly  price  range  since  1952. 
Each  report  is  highlighted  by  a  concise 
50p-word  analysis  of  the  company's  busi- 
ness and  the  latest  developments. 

Value  Line  stands  out  too  because  it 
is  so  often  first  in  predicting  probable 
future  events  of  significance  to  investors. 
To  check  this  for  yourself,  note  the  earn- 
ings estimates  for  a  particular  company 
as  attributed  to  "Wall  Street  sources"  in, 
say,  The  New  York  Times  or  The  Wall 
Street  Journal.  More  often  than  not  you 
will  find  Value  Line  made  an  estimate 
months  earlier  that  just  happened  to  be 
close  to  the  estimate  of  those  "sources." 

If  you  wish  to  see  for  yourself  why 
Value  Line  stands  out  among  investment 
advisory  services,  just  fill  in  the  coupon 
below.  If,  for  any  reason,  Value  Line 
should  fail  to  meet  your  expectations, 
return  the  material  within  30  days  and 
your  money  will  be  refunded  in  full  and 
at  once.  You  may  receive  Value  Line  for 
the  term  you  check— one  year  for  $167, 
three  months  for  $44,  or  four  weeks  for 
$5.  Each  weekly  edition  consists  of  full- 
page  reports  on  about  100  stocks  and 
analyses  of  their  industry  groups . .  .  plus 
the  24-page  Weekly  Summary  of  Advices 
&  Index  containing  the  up-to-date  rat- 
ings on  all  1400  stocks  .  .  .  plus  the  8- 
page  Selection  &  Opinion  editorial  sec- 
tion .  .  .  plus  the  monthly  Special  Report 
on  insider  transactions  and  the  quarterly 
Special  Report  on  mutual  fund  transac- 
tions issued  during  the  term  of  your  sub- 
scription. 

BONUS.  With  the  annual  or  three- 
month  subscription,  Value  Line  will  ship 
to  you  immediately  the  2-volume  In- 
vestors Reference  Library,  which  will 
give  you  the  latest  full-page  reports  on  all 
1400  stocks  published  prior  to  your  sub- 
scription. Or,  if  you  prefer,  you  may  pick 
up  the  Library  at  our  Client  Relations 
Dept.:  12  E.  44th  St.,  5th  floor. 

In  fairness  to  regular  subscribers,  who  pay  $167 
a  year  for  The  Value  Line  Investment  Survey, 
we  cannot  make  the  $5  introductory  subscrip- 
tion available  to  those  who  have  already  had 
such  a  4-wk.  subscription  within  the  past  6  mos. 


I — I  ONE  YEAR- $167 


I — I  3-MONTH  TRIAL-*  44 


(52  EDITIONS)  I 1  (13  EDITIONS) 

Send  me  the  complete  service  for  the  term  checked  plus 
—as  a  bonus— the  2-volume  Investors  Reference  Library 
consisting  of  Value  Line  sections  published  during  the 
13  weeks  preceding  start  of  this  subscription. 
D  Payment  enclosed  □  Bill  me 


□  FOUR-WEEK  TRIAL-$5 
(4  EDITIONS) 
Send  me  a  4-week  introduc- 
tory subscription  to  the  full 
service  for   $5.    I   enclose 
payment. 


If  dissatisfied  for  any  reason,  I  have  up  to  30  days  to  return  the  material 
for  a  full  refund  under  your  money-back  guarantee. 

Name  (please  print) 

Address  

City 


AA16-17 


State. 


Zip 


(Subscription  fees  are  deductible  for  income  tax  purposes.  N.Y.C.  residents, 
please  add  5%  sales  tax;  other  N.Y.  State  residents,  add  applicable  sales  tax.) 


^t^^J^  The  Value  Line  Investment  Survey 

\(lllllllr       Published  by  Arnold  Bernhard  &  Co.,  Inc. 
\^         5  East  44th  Street  •  New  York,  N.Y.  10017 

No  assignment  will  be  made  of  this  agreement  without  subscriber's  consent. 
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5 

Composed  of  the  following: 
Prod' 

How  much  are  we  producing?  (Federal  Re- 
serve Board  Index  of  Industrial  Production) 
What  volume  of  hard  goods  are  we  ordering? 
(Dept.  ot  Commerce  latest  three  months  new 

[orders  ot  durable  goods  related  to  inventories) 
How  intensively  are  we  building?  (Dept.  ol 


Commerce  private  nontarm  housing  starts) 
Consumption 

-How  much  are  people  spending?  (Dept.  ot 
Commerce  retail  store  sales) 

'To  what  extent  are  consumers  going  into 
debt?  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 
How  costly  are  services?  (Dept.  ot  Commerce 


JUNE 113.3 

JULY   113.2 

AUG 115.6 

SEPT 115.8 

OCT 116.9 

NOV 118.9 

DEC 121.0 

JAN 122.4 

FEB 124.3 

MAR 126.3 

APR 126.9 

MAY 128.0 

JUNE  (pre.)  128.5 
JULY  (pre.)   128.7 


service  price  Index  related  to  the  consumer 
price  index) 

*How  much  are  workers  earning?  (Dept.  ot 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•How  many  people  have  been  laid  off?  (U.  S. 
Dept.  of  Labor  initial  unemployment  claims) 


How  Much  Are  You  Worth? 

There  are  no  more  slave  markets,  but  if  there  were  and 
you  were  up  on  the  block  in  your  best  pin-stripe,  how  much 
would  you  bring?  The  value  of  a  man's  life  is  assuming 
more  and  more  importance  in  the  courts,  in  the  insurance 
business  and  in  economics,  in  addition  to  its  age-old  appeal 
to  the  ego.  To  get  an  answer,  you  might  add  up  all  the 
salary  checks  you  expect  to  receive  during  the  rest  of  your 
working  life.  According  to  a  Census  bureau  study,  if  you 
have  four  or  more  years  of  college  and  work  for  40  years, 
that  might  add  up  to  something  over  $1  million,  allowing 
for  inflation  and  normal  pay  increases.  But  to  calculate 
your  real  money  value,  it's  necessary  to  look  at  yourself  as  a 
businessman  miulit  look  at  a  machine.  The  machine's  value 
is  what  it  can  earn  over  and  above  its  maintenance  cost.  In 
the  same  way,  your  value  is  your  earnings  less  the  amount 
it  takes  to  keep  yourself. 

But  ignoring  your  future  costs,  the  single  lump  sum  that 
represents  your  value  today  must  discount  your  future  earn- 
ings. To  get  the  lump  sum,  let's  assume  your  temporary 
demise.  Since  your  family  would  get  the  cash  all  at  once  and 
not  have  to  wait  as  you  earned  it  piecemeal,  they  could 
invest  it  immediately.  Therefore,  at  age  65,  the  lump  sum 
need  not  be  as  great  as  the  original  sum  of  all  your  salary 
checks.  For  instance,  if  a  man  who  would  have  earned 
$401,000  over  a  40-year  working-life  dies  at  the  age  of 
24,  his  widow  needs  only  $182,000  to  replace  his  earnings 
if  she  can  at  4%  interest.  It  is  that  $182,000,  known  as  the 
present  value,  that  is  a  man's  money  value. 

As  in  our  example,  most  practical  applications  of  the 
present  value  of  a  man  occur  after  his  death  when  a  court 
seeks  to  compensate  his  family  for  the  loss  involved.  And 
insurance  salesmen  likewise  have  found  the  concept  useful 
as  a  sales  tool  since  it  easily  illustrates  how  underinsured  a 
man  is.  But  it  is  in  the  courts  that  the  calculation  is  applied 


most  seriously.  According  to  Melvin  Belli,  the  famous  San 
Francisco  lawyer,  courtroom  use  began  about  15  years  ago. 
"I  think  the  method  came  directly  out  of  our  office,"  claims 
Belli,  who  remembers  how  astounded  the  first  judge  was 
when  Belli  demonstrated  that  $200,000  was  not  too  much 
to  ask  for  a  man's  life.  Since  then,  Belli  has  won  an  award 
of  close  to  $1  million  using  that  technique.  Belli  formerly 
used  economists  to  make  the  calculations  for  the  court,  but 
he  says  they  started  calling  themselves  "life  appraisers"  and 
charging  as  much  as  $1,000  to  do  the  arithmetic  that  a 
high  school  student  could  do.  He  now  uses  the  local  banker. 

People  have  a  natural  distaste  for  attaching  a  single, 
dehumanizing  cash  value  to  a  man's  life,  but  the  value  of 
the  calculation  should  not  be  limited  to  the  courtroom  or 
the  insurance  sale.  Other  applications  could  be  fruitful,  and 
there  is  increasing  interest  in  human  capital. 

One  suggested  application  is  the  calculation  of  the  monev 
value  of  a  mother  to  society.  At  present,  a  mother  with  de- 
pendent children  who  is  receiving  welfare  payments  under 
Aid  to  Families  with  Dependent  Children  may  be  sent  out  to 
work  at  the  discretion  of  local  welfare  authorities.  "If  we 
were  to  find,"  says  one  Department  of  Labor  economist, 
"that  the  value  of  a  mother's  care  to  her  children  is  worth, 
say,  $4,000  a  year  to  society,  would  it  make  sense  to  make 
her  work  outside  for  $2,000?" 

The  cold  and  analytic  assignment  of  dollar  values  to  hu- 
man lives  could  lead  to  some  interesting  conclusions.  The 
total  cost  of  the  Vietnam  war  has  recently  exceeded  $50  bil- 
lion. Less  publicized,  however,  is  the  cost  to  the  economy 
of  those  officers  and  enlisted  men  killed  in  hostile  action. 
At  last  count,  an  estimate  of  the  total  value  of  the  potential 
life-time  earnings  for  the  24,500  men  killed  in  action  is  over 
$17  billion.  Similar  studies  could  allow  economists  to  deter- 
mine the  hue  cost  to  the  economy  of  inadequate  education, 
unemployment,  auto  accidents,  sickness  and  other  major 
problems.  ■ 
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WHICH 
FUHDS  WERE 
OUTSTANDIHG 

...for  the  first  6  months  of '68?? 
...for  the  past  12  months?? 

FundScope,  the  monthly  mutual  fund  magazine  in 
its  August  issue  takes  a  cold  hard  look  at  perform- 
ance results  for  the  past  6  and  12  month  periods 
and  uncovers  some  startling  facts.  You'll  be  sur- 
prised when  you  read  some  of  the  eye  opening  data 
. . .  especially  the  fact  that  GO-GO  FUNDS  DON'T 
AUTOMATICALLY  TURN  IN  TOP  PERFORMANCE,  par- 
ticularly in  mixed  market  periods  such  as  we've  had 
in  the  past  year. 

INTERESTED  IN  GROWTH?  ? 

During  the  first  6  months  of  1968  the  Dow  Jones 
Industrial  Averages  showed  a  gain  of  0.9%  (adjusted 
for  dividends),  while  all  mutual  funds  tabulated 
grew  7.6%  in  average  value.  In  fact,  85%  of  the 
funds  outperformed  the  DJIA,  and  14  funds  rang 
up  growth  records  of  more  than  20%.  All  this 
despite  the  fact  that  more  than  half  of  the  so  called 
Go  Go  funds  registered  below  average  results. 

And  during  the  past  12  months  (ending  6/30) 
FundScope  shows  that  mutual  funds  gained  18.1% 
in  average  value  vs.  only  7.5%  for  the  Dow  Jones 
Industrials . . .  with  32  funds  showing  better  than 
30%  appreciation  and  one  relatively  unknown  fund 
posting  a  133%  increase. 

FUNDSCOPE  NAMES  ALL  THESE  FUNDS  IN  ACTUAL 
ORDER  OF  PERFORMANCE  FOR  BOTH  PERIODS.  At  a 
glance  you  can  pick  out  the  TOP  25  and  BETTER- 
THAN-AVERAGE  performers.  See  how  your  fund  com- 
pares with  other  funds.  You'll  probably  be  amazed 
to  see  the  number  of  smaller  funds  generally 
unknown  to  the  general  public  that  show  very 
impressive  growth  records. 

If  you  want  successful  performance  from  mutual 
funds,  let  FUNDSCOPE  provide  you  with  the  facts 
you  need  to  help  you  find  and  understand  the  trends 
and  opportunities.  NO  OTHER  PUBLICATION  IS  LIKE 
FUNDSCOPE.  IT  PROVIDES  INFORMATION  NOT  AVAIL- 
ABLE ANYWHERE  ELSE -AT  ANY  PRICE.  Before  you 
buy,  sell  or  switch  any  mutual  fund,  see  for  yourself 
why  each  month  over  18,000  investors,  brokers  and 
money  managers  from  every  state  and  48  foreign 
nations  read  FundScope,  the  new  mutual  fund  bible, 
to  help  point  the  way  toward  profitable  investing. 
SPECIAL  OFFER:  (new  trial  subscribers  only).  Send 
just  $11  and  receive  a  3-month  subscription  to 
FundScope  beginning  with  the  previously  mentioned 
August  issue.  In  addition,  you'll  receive  the  Sep- 
tember "Dollar  Cost  Averaging"  issue  and  the 
October  "5-year  Performance  Results"  issue.  PLUS 

1.  The  annual  "1968  MUTUAL  FUND  GUIDE"  with 
260  pages  of  vital  data  on  more  than  300  funds, 
including  their  addresses. 

2.  "ARE  NO-LOAD  FUNDS  A  BARGAIN?"  FundScope's 
best  selling  reprint,  updated  for  1968.  Lets  you  see 
for  yourself  how  No-load  funds  compare  in  perform- 
ance with  Load  funds. 

3.  COMBINING  MUTUAL  FUNDS  &  LIFE  INSURANCE 
FOR  FINANCIAL  SECURITY.  A  special  reprint  that 
tells  what  is  behind  these  combination  packages. 
Remember,  FundScope  is  the  only  publication  of  its 
kind,  and  spotlights  unusual  news  and  features 
items  out  of  the  ordinary  which  may  mean  dollars 
in  your  pocket.  We  do  not  sell  mutual  funds  or  have 
any  connection  whatsoever  with  any  fund  or  related 
company.  No  salesman  will  call.  Not  on  newsstands. 
ACT  NOW:  Mail  your  $11  today,  or  if  you  prefer  the 
above  offer  with  a  full  14-month  subscription,  send 
$35.00  (10-day  returnable  guarantee).  Include  ZIP. 

FundScope  Dept.  F-85,  Gateway  East 
Century  City,  Los  Angeles,  Calif.  90067 


STOCK  ANALYSIS 

By  Heinz  H.  Biel 


Mixed  Blessing 


Most  people  will  agree  that  the  past 
12  months  posed  unusually  difficult 
problems  for  the  investor.  For  example, 
until  mid-year  several  major  groups, 
such  as  the  oils  and  the  utilities,  did 
not  participate  at  all  in  the  advance 
which  carried  the  broadly  based  aver- 
ages to  new  all-time  highs.  No  doubt, 
this  has  been  a  most  challenging  period 
for  the  investment  manager.  But  those 
of  us  who  have  been  around  for  a  while 
know  that  this  complaint  is  not  new.  I 
do  not  recall  any  year  that  did  not 
offer  similar  fine  opportunities  for  mak- 
ing mistakes,  for  being  wrong. 

In  recent  years  it  became  fashion- 
able to  make  more  frequent  portfolio 
changes  and  to  incur  greater  risks  in 
order  to  maximize  the  capital  gains 
potential.  This  trend  originated  with 
the  mutual  funds  where  there  was  an 
obvious  competitive  advantage  in  out- 
performing the  other  guy.  Then  it 
spread  to  the  bankers  who  administer 
far  larger  sums  for  pension  funds  and 
trusts.  While  the  brokers,  of  course, 
had  always  been  in  the  performance 
race,  this  attitude  really  did  not  seem 
quite  appropriate  for  the  staid  banker, 
the  investment  adviser  or  the  manager 
of  foundations  or  university  endow- 
ments. But  they  all  had  to  do  it.  Even 
the  European  money  managers  have 
begun  to  feel  the  rising  heat  of  com- 
petition and  have  had  to  change  their 
habits  accordingly. 

Bad  Side  Effects 

Nothing  is  wrong,  per  se,  with  com- 
petition. Everyone  is,  and  should  be, 
trying  to  be  smarter,  better  informed 
and  harder  working  than  the  man  with 
whom  he  competes.  That's  where  the 
money  is,  and  being  guided  by  this 
incentive  is  a  cardinal  concept  of  our 
free  enterprise  system. 

For  Wall  Street  this  performance 
race  has  not  been  an  unmixed  blessing. 
First  of  all,  it  exploded  trading  volume 
to  a  level  which  the  experts  at  the  New 
York  Stock  Exchange  had  predicted  as 
an  objective  for  some  time  in  the  1970s. 
As  a  result,  the  entire  financial  com- 
munity is  "fouled  up."  If  one  major 
firm  is  falling  behind  in  its  paper  work, 
this  reverberates  through  the  whole 
system,  and  the  normally  simple  prob- 


Mr.    Bid    is    a    partner   in    the    New    York    Stock 
Exchange   firm   of    Emanuel.    Dectjcn    &  Co. 
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lems  involved  in  the  processing  of 
transactions  in  listed  and  unlisted 
securities  becomes  more  and  more  un- 
manageable—perhaps in  geometrical 
proportion.  Despite  the  Wednesday 
closings,  despite  computers  and  other 
aids,  despite  overtime  and  Saturday 
work,  there  will  be  tens  of  thousands 
of  people  who  have  legitimate  com- 
plaints to  the  NYSE  or  the  Securities 
&  Exchange  Commission  for  missing 
dividends,  late  payments  for  proceeds 
of  sales,  and  interminable  delays  in 
getting  stock  certificates.  All  of  this  is 
not  good. 

Another  bad  side  effect  is  that  all 
the  pros  favor,  more  or  less,  the  same 
stocks.  This  predilection  for  "quality 
growth"  has  driven,  nay,  forced  the 
individual  investor  out  of  the  market 
for  stocks  like  Xerox,  Polaroid,  IBM 
and  a  host  of  others  of  similiar  caliber. 
It  is  not  surprising,  therefore,  that  indi- 
vidual investors  have  been  sellers  on 
balance  for  the  past  several  years.  As 
individual  and  institutional  investors 
no  longer  operate  on  equal  terms,  the 
individual— and  I  am  talking  about 
the  intelligent  investor  rather  than  the 
shrewd  operator— is  throwing  in  the 
towel.  He  may  be  giving  his  money  to 
those  hot-shot  mutual  funds  which 
seemed  to  be  doing  so  much  better  than 
he  was  doing  for  himself,  or  to  a  bank 
or  an  investment  counsel  firm.  If  capi- 
talistic democracy  is  our  aim,  as  al- 
leged by  the  NYSE,  this  is  not  a 
desirable  development. 

All  the  negative  aspects  of  the  per- 
formance race  might  be  acceptable  if 
the  pros  did  perform.  (Now,  let  this 
be  clearly  understood,  somebody's  gain 
must  be  someone  else's  loss.  If  a  bril- 
liantly managed  fund  succeeds  in  sell- 
ing out  at  the  top,  somebody  is  going 
to  be  stuck.)  For  a  while,  it  seemed 
they  did  perform.  Especially  those  who 
were  early  in  the  game,  who  were 
smarter  and  more  aggressive.  As  a  re- 
sult, the  sales  of  such  mutual  funds 
zoomed.  They  were  heroes  until  the 
other  smart  fellows  wised  up.  Now  all 
of  them  play  the  same  game,  and  this 
has  magnified  the  difficulty  of  handling 
huge  sums  of  money  without  losing 
momentum  or  superior  performance.  I 
doubt  that  there  can  be  perpetual 
champions  in  this  performance  game. 
One  mutual  fund  performance  cham- 
pion in  the  1950s   (who  bought  life 
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insurance  stocks  before  anyone  else  had 
the  same  idea)  finally  got  the  shakes 
'  so  badlv  that  he  could  hardly  light  a 
cigarette.  There  are  no  Gene  Tunneys 
in  this  business. 

Up  to  1967  the  mutual  fund  indus- 
try could  show  performance  and  felt 
completelv  justified  in  thumbing  its 
nose  at  the  SEC,  Congress  or  the 
advocates  of  the  Random  Walk  theory 
i  which,  in  essence,  says  that  you'll  do 
as  well  choosing  stock  at  random  as 
paying  someone  to  do  the  picking  for 
you).  But,  somehow,  something  must 
have  gone  wrong  this  year. 

According  to  statistics  prepared  by 
the  Capital  Cains  Research  Bureau, 
Inc.,  an  authority  on  the  subject,  not 
a  single  one  of  the  11  very  large  funds 
(over  SI  billion  assets)  succeeded  in 
matching  the  11.6%  gain  scored  by  the 
NYSE  index  for  the  latest  12  months' 
period  which  ended  June  30th.  To  be 
sure,  a  sizable  number  of  Kinds  did 
very  well,  but  it  is  interesting  and  per- 
haps significant,  to  note  that  many  of 
the  stellar  performers  of  recent  years 
have  fallen  by  the  wayside  and  are 
now  in  the  "below  average "  column. 

Awkward  Time 

This  unfortunate  development  comes 
at  a  time  when  Congress  is  considering 
legislation  aimed  at  reducing  manage- 
ment fees  and  selling  commissions,  and 
the  SEC  is  investigating  the  practice 
of  "give-ups"  made  at  the  behest  of 
mutual  funds.  Good  investment  advice 
is  priceless,  of  course,  and  for  the  in- 
vestor it  is  meaningless  whether  the  fee 
is  J*  or  i«  of  one  percent.  But  the  finan- 
cial community  is  beginning  to  wonder. 
How  is  it  possible  that  so  many  of 
the  large  funds  cannot  produce  even 
average  results  despite  big  research 
organizations  of  their  own,  aided  by 
computers,  charts  and  close  corporate 
management  contacts;  despite  a  greatly 
stepped-up  portfolio  activity;  and  de- 
spite the  advice  and  help  given  gratis 
by  brokerage  firms  which  are  being 
rewarded  for  their  services  with  com- 
mission business  or  give-ups?  It  sure 
has  been  a  difficult  year.  But  so  will  be 
next  and  every  year  thereafter. 

We  did  have  a  summer  rally  this 
year  which  reached  record  highs  on 
July  11th.  But  the  rally  came  a  cropper 
sooner  than  expected.  We  are  now  in 
the  process  of  bringing  the  Wunder- 
kinder  down  to  earth  and  pricking 
some  of  those  overblown  creampuffs. 
This  not  unfamiliar  process  also  hurts 
the  innocents  who  are  being  taken 
along  in  the  raid.  But  that's  the  way 
the  game  is  played.  Don't  be  in  too 
much  of  a  hurry  to  put  your  cash  re- 
serves to  work.  But,  also,  don't  panic!  ■ 

Mr.  Hooper  is  on  vacation.  His  column 
tcill  appear  in  the  next  issue. 
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Here's  how  WE  pick  stocks 


(How  do  you  do  it?) 

First  we  narrow  the  field  down  to  a 
relative  handful  of  more-active-than- 
average  growth  contenders. 

Next  comes  the  computer  treatment. 
Our  specially  designed  "3rd  genera- 
tion" computer,  here  in  Babson  Park, 
Massachusetts,  is  hooked  up  directly 
with  the  N.Y.S.E.'s  high-speed  ticker 
(on-line).  Now,  hold  on  to  your  hat  .  .  . 
each  transaction  on  the  Exchange  is 
instantaneously  recorded  by  our  com- 
puter which  makes  hundreds  of  per- 
formance calculations  for  each  of  our 
programmed  stocks  —  and  all  of  this 
happens  before  the  next  ticker  trans- 
action takes  place  (real-time). 

Result:  we  get  vital  information  in 
seconds  .  .  .  information  that  used  to 
take  hours  and  often  days  to  dredge 
up.  And  in  today's  swiftly  moving  mar- 
ket, fast  action  can  often  mean  the 
difference  between  profit  and  loss. 

So  now,  by  having  our  computer  print 
out  the  stocks  in  order  of  their  ratings 
—  strongest  to  weakest  —  we  can  im- 
mediately zero-in  on  our  "best-buy" 
candidates. 

But  that's  only  the  beginning.  Every 
programmed  stock  is  closely  scrutin- 
ized by  our  seasoned  analysts.  Exten- 
sive information  files  are  kept  on  each 
company.  Financial  reports  are  crit- 
ically examined.  If  a  question  comes 
up,  company  management  is  contacted 
and  interviewed.  If  a  revision  of  a  com- 
pany's earnings  outlook  and  growth 
rate  appears  justified,  the  stock's  in- 
dex is  recomputed.  By  continually  re- 
examining the  fundamental,  technical, 
and  volatility  factors  of  each  of  our 
stocks  with  the  aid  of  our  advanced 
computer,  we  believe  that  our  ability 


to  make  sound  investment  decisions  is, 
today,  virtually  unparalleled. 
And  that,  basically,  is  how  we  "pick 
stocks"  .  .  .  and  how  we'd  like  to  help 
you  pick  yours.  We  call  our  method 
COM-STAT  (COMputer  Stock  Timing 
and  Analysis  Technique).  Since  its  in- 
ception in  1963,  after  a  decade  of 
research  and  development,  COM-STAT 
has  proven  capable  of  building  capital 
at  a  surprisingly  fast  annual  rate  of 
gain.  Of  course,  as  long  as  the  future 
remains  unknowable,  we  can't  guar- 
antee its  continued  success. 
But,  what  it  all  boils  down  to  is  simply 
this:  can  you  make  more  money  in  the 
market  with  COM-STAT  than  by  "going 
it  alone"?  We'll  make  it  easy  and  quite 
painless  for  you  to  find  out. 

Put  COM-STAT  to  the  test 
without  risking  a  cent 

We've  put  together  an  introductory  trial 
package  for  you  that  consists  of  .  .  . 

•  latest  computer  ratings  on  450 
stocks 

•  latest  computer  ratings  of  67  indus- 
try groups 

•  latest  results  of  COM-STAT's  three 
automatic  buy-sell  plans 

•  COM-STAT's  measurement  of  to- 
day's stock  market  with  specific  ad- 
vice for  the  period  ahead 

•  latest  COM-STAT  stock  comments 
with  growth  channel  projections  on 
carefully  selected  top-rated  issues 

•  specific  instructions  on  how  to  ap- 
ply COM-STAT  to  growth,  income,  or 
speculative  portfolios 

All  of  this  is  yours  for  a  token  payment 
of  $10,  which  will  be  fully  refunded  if 
you  tell  us  that  you  can  do  better  on 
your  own.  Return  the  coupon  now;  it 
could  change  your  entire  approach  to 
investing. 


COM-STAT 


® 


A  division  of  Spear  &  Staff,  Inc.,  Dept.  CF81S 

Babson  Park,  Mass.  02157 

Here  is  my  $10  (refunded  in  full   if  I  am  not  convinced  of 

COM-STAT's  worth  and  fully  credited  if  I  become  a  member). 

Please  send  me  COM-STAT's  Introductory  Trial  Package. 

D  Check  here  to  receive  ALL  of  the  above  as  a  BONUS  with 

a   90-day  Guest  Membership  at  $95  ($90   if  payment  is 

enclosed). 


Address. 


City. 


.State. 


-Zip. 


(For  new  readers  only  ...  not  assignable  without  your  consent) 
□  Check  here  if  you  are  an  investor  with  more  than  $15,000  in  the  market  and  would  like  to 
be  informed  about  Spear  &  Staff's  Investment  Management  Program.  No  obligation. 
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TECHNICIAN'S  PERSPECTIVE 

By  John  W.  Schulz 


The  Second  Discount  And  Other  Straws 


Almost  everything,  it  seems,  com- 
bined to  bug  investors  during  the 
second  half  of  July.  Fundamentally 
oriented  investors  were  unsettled  chief- 
ly by  a  crescendo  of  forecasts  warning 
of  disinflationary  "fiscal  overkill"  re- 
sulting in  a  squeeze  on  corporate  pro- 
fits, and  there  were  indications  in  the 
gross  national  product  data  for  the 
second  quarter  that  the  economy  was 
beginning  to  cool  off  sooner  than 
generally  expected.  Those  who  are 
technically  minded  were  uncomfortab- 
ly aware  that  the  new  highs  posted  by 
the  major  averages  around  mid-July 
were  both  marginal  and  short-lived 
and,  worse,  had  materialized  against  a 
background  of  faltering  strength  in 
market  breadth.  For  added  aggrava- 
tion, there  were  the  Iron  Curtain  crisis, 
uncompromising  words  from  Hanoi, 
saber-rattling  in  the  Mid-East,  the 
question  of  a  steel  strike  and  rioting  in 
major  cities. 

Obviously,  in  an  atmosphere  where 
grounds  for  caution  are  only  too  self- 
evident,  any  effort  to  muster  reasons 
why  stock  prices  should  not  be  very 
vulnerable  or  might  even  rise  must  look 
unconvincing  and  smack  of  clutching 
at  straws.  But  sometimes,  and  particu- 
larly when  the  stock  market  is  taking 
the  obvious  and  self-evident  tack,  it 
can  pay  to  look  at  the  other  side  of 
the  argument. 

Good  Question 

A  good  "contrary"  question  to  start 
with  is,  how  much  scope  is  there  for 
the  market  to  go  down?  How  likely  is 
a  full-fledged  bear  market  at  this  stage? 
For  an  answer  we  can  look  to  the  long- 
term  record,  which  indicates  that  the 
average  price  earnings  multiple  for 
common  stocks  tends  to  rise  (rather 
than  fall)  when  over-all  corporate 
earnings  turn  flat  or  trend  down,  es- 
pecially when  the  over-all  supply  of 
money  expands,  and  interest  rates  de- 
cline at  the  same  time.  In  light  of  this 
experience,  and  using  recent  bench- 
marks set  by  earnings  and  stock  prices, 
it  is  possible  to  maintain  that  even  a 
forthcoming  drop  in  earnings  compara- 
ble to  that  of  1966-67  need  not— should 
not— carry  the  major  averages  down 
through  the  intermediate  reaction  lows 
posted  last  March   (see  aho  this  col- 


Mr.  Schulz   is  a  partner  in  the  New  York  Stock 
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umrt  for  July  15) .  This  conclusion  alone 
can  refute  the  view  that  the  mid-July 
bull  markets  were  final,  and  that  there- 
fore a  bear  market  has  since  been  in 
progress,  because  it  is  currently  impos- 
sible to  envisage  a  major  downtrend 
without  also  expecting  the  March  lows 
to  be  broken. 

On  this  premise,  any  retreat  from 
the  mid-July  highs  should  prove  to  be 
at  most  an  intermediate-trend  correc- 
tion retracing  some  part  of  the  ground 
gained— about  100  Dow  points-during 
the  March-July  advance.  Another  rea- 
son for  thinking  that  the  decline  from 
last  month's  highs  should  not  exceed 
intermediate-trend  scope  is  that  it  was 
quite  obviously  prompted  by  much  the 
same  apprehensions— prospective  defla- 
tion and  lower  •arnings— which  moti- 
vated the  intermediate  downtrend  of 
January-March  1968.  But,  as  I  tried  to 
show  here  two  weeks  ago,  these  pros- 
pects seem  to  have  been  fully  or  even 
excessively  discounted  at  the  March 
lows  ( Dow  825 ) ,  which,  by  past  stand- 
ards, accounted  for  a  greater  drop  in 
corporate  earnings  than  even  our  more 
bearish  forecasters  currently  anticipate. 

So  the  decline  from  the  July  highs 
can  be  regarded  as  a  second  discount— 
a  rare  event  in  the  stock  market,  which 
almost  never  discounts  the  same  pros- 
pect twice.  And  if  the  first  discount 
(at  the  March  lows)  was  excessive  or 
at  least  adequate,  then  the  second  dis- 
count could  reasonably  be  expected  to 
do  less  price  damage  than  the  first; 
indeed  it  could  reasonably  be  expected 
to  remain  within  normal  minor-down- 
trend limits  ( about  5%  maximum )  and 
therefore,  in  this  case,  also  within  stan- 
dard retracement  expectancies  (about 
50% )  relative  to  the  prior  advance  from 
the  March  lows  (Dow  825-924).  This 
would  mean  that  the  reaction  from  the 
July  peak  should  bottom  out  around, 
or  even  above,  Dow  875— or,  making 
allowance  for  the  possibility  of  a  cli- 
mactic selling  wave,  no  lower  than  the 
875-850  zone. 

If  it  seems  premature  to  write  off 
the  bull  market  on  essentially  funda- 
mental grounds,  it  would  also  be  rash 
to  do  so  in  a  strictly  technical  sense. 
True,  an  unfavorable  trend  divergence 
materialized  last  month  between  the 
Dow  and  the  daily  Advance-Decline 
index,  which  failed  to  post  a  new  re- 
covery high  and  so  suggested  flagging 


vigor  in  "breadth."  Often  but  not  al- 
ways in  the  past,  such  divergences 
have  initiated  broad  intermediate 
downtrends.  But  the  long-term  record 
indicates  that  DJI-A/D  divergences 
should  not  be  read  as  foreshadowing  a 
bear  market  until  at  least  three  of  them 
appeared  during  a  given  bull  market. 
Only  two  have  so  far  emerged  since 
the  October  1966  bear-market  low.  In 
the  present  case,  moreover,  the  sec- 
ond-discount thesis  militates  against 
intermediate  and  in  favor  of  minor 
downtrend  expectancies. 

So,  despite  all  the  gloom  that  began 
to  envelop  the  market  last  month,  it 
may  make  sense  to  insist  on  clutching 
at  straws  that  point  to  higher  prices. 
Possibly  the  sturdiest  straw  around 
is  the  recent  rally  in  the  bond  market, 
where  yields  were  falling  at  a  pace 
strongly  reminiscent  of  late  1966.  Now 
as  then,  these  bond-market  trends  sug- 
gest that  interest  rates  will  decline 
across  the  board  sooner  or  later;  now 
as  then,  they  provide  an  inducement 
for  investors  to  capitalize  corporate 
share  earnings  at  a  higher  average 
multiple,  even  though  corporate  profits 
may  be  shrinking. 

Encouraging  Factor 

As  was  noted  earlier,  expansion  of 
the  money  supply  seems  to  be  a  key 
factor  in  this  relationship  between  ris- 
ing P/E-multiple  trends  and  falling 
earnings  trends.  That's  why  there  is 
encouragement  in  the  fact  that  time 
deposits  rose  sharply  last  month  as 
lower  interest  rates  lessened  the  com- 
petitive attraction  of  other  fixed-income 
investment  media.  As  a  result,  the 
over-all  money  supply  (currency  plus 
private  demand  deposits  plus  time  de- 
posits at  commercial  banks)  was  again 
growing  at  a  clearly  accelerating  rate. 
It  is  precisely  this  background  which 
suggests  that  the  average  level  of  stock 
prices  need  not  now  fall  significantly, 
that  instead  it  can  defy  "common 
logic"  by  rising,  as  the  average  P/E 
multiple  goes  up  faster  than  over-all 
earnings  go  down. 

Straw-clutchers  might  be  wise  also 
to  listen  to  those  who  dissent  from 
the  gloomy  view  of  business  and  earn- 
ings prospects  over  the  next  12  months. 
Conspicuous  among  today's  optimists 
is  Standard  &  Poor's,  which  expects  a 
slowdown  in  the  third  quarter  but  a 
resumption  of  earnings  growth  by  the 
fourth  quarter  and  into  1969.  Latest 
available  S&P  estimates  of  1968  earn- 
ings for  the  Dow's  30  components  add 
up  to  the  equivalent  of  about  $58  "per 
share."  If  they  are  at  all  close  to  the 
mark,  and  if  S&P  is  correct  in  apprais- 
ing the  1969  outlook,  the  Dow  should 
be  in  an  advantageous  buying  range 
between  850  and  900  (price/earnings 
14.5  to  15.5).  ■ 
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Never  Buy  a  Common  Stock 


Without  First  Checking  To  See  If  There  Is  A  CONVERTIBLE  For  The  Same  Company. 
You  Could  Be  Throwing  Money  Out  The  Window . . .  Here's  Why . . . 


(Special  Note:  The  explanation  and  computations  which  follow  are  not 
difficult  to  grasp,  but  they  require  care  and  attention.  We  feel  that  care 
and  attention  will  be  well  repaid.  Indeed,  we  feel  the  "Convertible"  can 
open  new  investment  horizons  for  you!) 

An    Example    of   Two    Alternatives: 

Common or  Convertible 

(Prices  as  of  mid-November  1967) 
(A)  Buy  217  shares  of  (B)  Buy  $5,000  face  amount  of  G.C. 

G.C.  Computer  common  Computer  Convertible  Bonds — the 

at  25.  6s  of  1968  —  at  108V2. 

Cost  .  .  .  $5,425  Cost  .  .  .  $5,425 

Conversion  Privilege:  Each  $100  face  value  of  bond  of  the  G.C. 
Computer  6s  of  1986  is  convertible  into  (exchangeable  for)  4.347  shares 
of  G.C.  Computer  common  stock  at  any  time  until  1986,  at  the  option  of 
the  holder.  Each  $100  face  value  of  bond  of  the  G.C.  Computer  6s  of 
1986  pays  $6  in  interest  annually,  and  will  be  redeemed  by  the  company 
in  1986  for  the  full  face  value  of  $100— hence,  the  "6s  of  1986".  Bonds 
are  quoted  in  the  newspaper  in  $100  units.  When  a  bond  sells  at  IO8V2, 
it  means  you  pay  $108.50  for  $100  face  value,  yielding  5.5%  at  that 
price  as  against  6%  at  100,  and  convertible  at  any  market  price  for  the 
bond  into  4.347  shares  of  G.C.  Computer  common.  The  odd  amount  of 
common  stock  used  in  our  example  (217  shares)  is  to  keep  the  Con- 
vertible Bond  purchase  on  an  "even"  basis  for  purposes  of  easier  com- 
parison. 

Important  Conversion  Fact:  In  mid  November  1967,  with  G.C.  Computer 
common  at  25  and  the  G.C.  Computer  Convertible  Bond  at  108.50,  the 
bond  was  selling  exactly  at  "Conversion  Parity,"  which  means  selling 
for  exactly  what  it  was  worth  in  conversion  value — the  market  value  of 
the  amount  of  common  stock  into  which  it  could  be  exchanged.  Thus, 
25  x  4.347  equals  slightly  more  than  108.50 — the  bond  was  selling  for 
108.50 — hence  it  was  selling  at  Conversion  Parity. 

An  ALL-IMPORTANT  Conversion  Fact:  When  any  Convertible  is  selling 
at  Conversion  Parity,  it  must  show  just  as  mucnpercentage  appreciation 
as  the  common  stock  on  the  upside,  dollar  for  dollar,  and  cannot  possibly 
show  any  greater  loss  than  the  common  on  the  downside.  It  can,  and 
usually  does,  show  less  loss  than  the  common  stock  on  the  downside, 
but  that's  a  later  part  of  this  explanation.  Let  us  first  mathematically 
demonstrate  the  ability  of  a  Convertible  at  Conversion  Parity  t,o  show  at 
least  as  much  profit  as  the  common  stock  on  the  upside,  dollar  for 


as  much  appreciation  as  the  common  stock.  (Try  this  calculation  your- 
self, at  any  price  level  for  G.C.  Computer  common,  75,  100,  200,  and 
you  will  grasp  this  point  exactly.) 

Turning  to  the  downside,  assume  G.C.  Computer  common  does  not 
double  from  25  to  50,  but,  instead,  is  halved,  from  25  to  12V2.  The 
$5,425  invested  in  the  common  stock  has  now  lost  50%  and  become 
$2,712.  At  12V2  for  the  common,  each  $100  face  value  of  Convertible 
Bond  must  sell  at  a  minimum  of  12.5  x  4.347,  or  54.33.  Each  $100 
bond  is  now  worth  a  minimum  of  $54.33;  $1,000  in  bonds  is  worth 
$543.30;  and  our  $5,000  in  bonds  is  worth  5x541.30  or  $2,716.50.  At 
this  minimum,  the  Convertible  loss  would  equal  that  in  the  common, 
dollar  for  dollar,  but  the  loss  could  not  be  greater,  since  at  12.50  for 
the  common,  the  minimum  value  of  the  Convertible  Bond  is  12.5  x 
4.347,  or  $2,716  as  against  the  value  of  the  common  of  $2,712. 

Conclusion  —  and  an  INVARIABLE  Conclusion 

When  any  Convertible  Bond  or  Convertible  Preferred  Stock  is  selling 
at  Conversion  Parity,  it  must  show  at  least  as  much  percentage  profit 
as  the  common  stock  on  the  upside,  dollar  for  dollar,  and  cannot  show 
any  greater  percentage  loss  than  the  common  stock  on  the  downside. 

NOW 
FIRST    Means   of    Throwing   Money   Out   The   Window   If   One    Buys  A 
Common  Stock  Without  First  Checking  To  See  If  There  Is  A  Convertible 
For  The  Same  Company. 

Continuing  with  G.C.  Computer  as  our  example  — 

1.  G.C.  Computer  common  pays  no  dividend  whatever. 

2.  G.C.  Computer  Convertible  Bonds,  the  6s  of  1986,  pay  interest  of 
$6  annually  per  $100  face  value  of  bond.  Thus,  to  go  back  to  our  two 
alternatives: 

(A)  Buy  217  shares  of  G.C.  Computer  common  at  25; 

Cost  $5,425  Dividend  Return— 0 

(B)  Buy  $5,000  face  amount  of  G.C.  Computer 
Convertible  Bond  at  108.50; 

Cost  $5,425  Interest  Yield— 5.5% 

If  we  have  mathematically,  and  undeniably,  demonstrated  that  the 
Convertible  must  do  as  well  as  the  common,  dollar  for  dollar,  on  the 
upside,  and  cannot  do  any  worse  on  the  downside,  why  buy  the  common, 
which  pays  no  dividend,  and  not  the  Convertible  Bond,  which  yields  5.5% 
at  the  above  price? 
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dollar,  and,  at  a  minimum,  to  do  no  worse  than  the  common  stock 
on  the  downside. 

Assume  G.C.  Computer  common  doubles  in  price  from  25  to  50.  The 
217  shares  purchased  at  25  for  $5,425  are  now  worth  $10,850  with  the 
stock  at  50.  But  at  50  for  G.C.  Computer  common,  the  Convertible  Bond 
must  be  worth  a  minimum  of  50  x  4.347,  or  217.35.  Since  each  $100 
bond  is  now  worth  at  least  $217.35,  each  $1,000  bond  is  worth 
$2,173.50  and  our  $5,000  face  value  of  bonds  is  worth  5  x  $2,173.50, 
or  $10,867.  A  value  of  $10,850  for  the  common  stock— $10,867  for  the 

!  Convertible  Bond — the  Convertible  Bond  has  shown  exactly  as  much 
appreciation  as  the  common  stock  on  the  upside,  dollar  for  dollar.  And 
it  is  mathematically  certain  that  at  any  level  of  appreciation  for  the 

:  common  stock,  the  Convertible  Bond  must,  at  a  minmium,  show  exactly 


The  investor  who  buys  the  common  instead  of  the  Convertible  in  this 
example,  literally  is  throwing  this  generous  return  out  the  window,  to  no 
purpose  whatever. 

Above  you  see  a  portion  of  a  computerized  statistical  analysis  of 
almost  900  Convertible  Bonds  and  Convertible  Preferred  Stocks.  There 
is  much  information  and  guidance  in  the  above  table,  but  for  the 
moment  let  us  only  direct  your  attention  to  the  three  columns  indicated 
by  the  arrows,  telling  us  (a)  the  premium  over  conversion  value  being 
paid  for  the  Convertible,  (b)  the  dividend  yield  on  the  common  stock 
as  of  the  current  price  of  the  common,  and  (c)  the  interest  or  dividend 
yield  on  the  Convertible  Bond  or  the  Convertible  Preferred  Stock  as  of 
the  current  price  of  the  Convertible. 
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(Advertisement) 

When  the  Convertible  sells  at  no  premium  over  Conversion  Value 
(0  in  the  tables),  and  provides  a  higher  yield  than  the  common  stock, 
you  are  throwing  money  out  the  window  if  you  buy  the  common  stock 
instead  of  the  Convertible.  Hence  our  initial  heading:  NEVER  BUY  A 
COMMON  STOCK  —  Without  First  Checking  To  See  If  There  Is  A 
CONVERTIBLE  For  The  Same  Company. 

We  could  stop  at  this  point,  and  we  would  feel  that  we  have  already 
presented  to  you  quite  sufficient  reason  for  reading  a  remarkable  study 
we  have  published,  by  a  remarkable  and  extremely  well-qualified  author, 
entitled 


Investing  &  Speculating 

With 
CONVERTIBLES 

by  Sidney  Fried 


There  is  already  more  than  enough  reason  for  reading  this  study 
because  without  the  insights  presented  in  it,  if  you,  for  example,  made 
one  purchase  of  the  217  shares  of  G.C.  Computer  common,  just  dis- 
cussed, instead  of  the  G.C.  Computer  Convertible  Bonds,  you  would  have 
lost  exactly  $276  in  interest  in  one  year  on  the  Convertible,  with  no 
offsetting  advantages  in  buying  the  common.  Each  time  thereafter  that 
you  bought  a  common  stock  without  checking  for  a  Convertible  in  the 
company's  capitalization,  you  would  take  the  risk  of  loss  of  income,  and 
the  larger  your  purchase  of  a  common  stock,  the  larger  your  possible 
loss. 

But  we  have  only  begun  to  tell  you  how  you  throw  money  out  the 
window  by  being  unaware  of  the  Convertibles  market,  and  permit  us 
to  continue. 


SECOND  Means  of  Throwing  Money  Out  The  Window 


Continuing  with  G.C.  Computer  as  our  example  (typical  of  many 
common-Convertible  relationships  at  any  stage  of  the  market  cycle): 

(a)  If  you  buy  217  shares  of  G.C.  Computer  common  stock  at 
25  for  a  total  cost  of  $5,425,  you  pay  a  total  brokerage 
commission    of    $72.25 

(b)  If,  instead,  you  buy  the  equivalent  amount  in  the  G.C. 
Computer  Convertible  Bond  at  108V2,  or  $5,000  face  amount, 
for  a  total  cost  of  $5,425,  you  pay  a  total  brokerage 
commission    of    $12.50 

In  buying  G.C.  Computer  common  in  this  instance,  you  are  not  only 
throwing  away  the  5.5%  yield  on  the  Convertible  Bond,  but  are  also 
paying  substantially  more  brokerage  commission  for  the  privilege.  On 
selling,  you  are  again  penalized.  Buying  common  stock  instead  of  an 
equivalent  amount  of  Convertible  Bonds  always  costs  much  more  in 
brokerage  commissions,  and  the  same  applies  to  a  slightly  lesser  extent 
to  the  typical  Convertible  Preferred  Stock. 


— —',        ■■mammmm     ■  •-  *• 

THIRD  Means  of  Throwing  Money  Out  The  Window 
AND  THE  MOST  IMPORTANT 


We  demonstrated  previously  with  G.C.  Computer  common  at  25,  and 
the  G.C.  Computer  Convertible  Bond  at  108.50,  exact  Conversion  Parity, 
that  if  G.C.  Computer  common  fell  by  50%  from  25  to  12.5,  G.C.  Com- 
puter Convertible  Bonds  could  not  possibly  show  any  greater  percentage 
decline  than  the  common.  But,  while  a  50%  decline  in  the  Convertible 
Bond  accompanying  a  similar  50%  decline  in  the  common  is  the 
maximum  decline  that  can  affect  the  Convertible,  there  is  no  necessity 
for  the  Convertible  to  decline  to  that  extent.  Indeed,  we  can  go  much 
further,  and  say  that  very  few  Convertibles  decline  to  the  maximum 
extent,  or  to  Conversion  Parity,  when  their  respective  common  stocks 
suffer  a  serious  decline.  For  Convertible  Bonds  and  Convertible  Pre- 
ferred Stocks  are  senior  securities  for  any  company,  having  a  prior 
claim  to  a  fixed  rate  of  interest  in  the  case  of  the  Bond,  or  to  a  fixed 
rate  of  dividends  in  the  case  of  the  Preferred  Stock,  which  must  be  paid 
before  the  common  stock  can  receive  any  dividend.  Furthermore,  as 
senior  securities,  Convertibles  have  a  prior  claim  to  all  assets  of  the 
company,  and  in  the  event  of  a  dissolution  of  the  company  for  any 
reason,  they  must  be  paid  off  at  full  face  value  before  the  common 
stock  shares  in  any  of  the  remaining  assets. 


Add  all  this  to  the  mounting  yield  on  the  Convertible  as  it  declines 
in  price,  and  to  the  valuable  long-term  conversion  right  of  the  Convertible 
into  a  specific  amount  of  common  stock,  and  we  can  readily  see  why  a 
Convertible  will  almost  always  refuse  to  accompany  its  common  stock  to 
the  full  extent  of  the  stock's  decline  but,  instead,  will  slow  its  own 
decline,  and  then  stabilize,  at  a  certain  level,  usually  well  above  the 
price  at  which  it  would  sell  at  straight  conversion  value.  Again  let  us 
look  at  G.C.  Computer,  and  at  the  actual  market  history  of  the  1966 
decline  for  both  common  and  Convertible  Bond,  to  fully  grasp  the 
important  benefits  of  the  Convertible  over  the  common  stock. 

In  November  1956,  along  with  many  other  rapidly  declining  stocks, 
G.C.  Computer  dropped  to  a  low  of  77/s.  At  7%,  the  Convertible  Bond, 
on  straight  conversion  value,  was  worth  only  7.87  x  4.347,  or  34.23. 
But  at  34.23  (had  the  btmd  actually  skidded  to  that  low  estate)  this  6% 
bond  would  be  yielding  17.5%!  Since  the  company  was  on  a  quite  sound 
footing  financially,  no  one  had  any  reason  to  expect  such  an  unprece- 
dented interest  yield.  Furthermore,  the  Convertible  Bond  still  retained 
the  right  until  1984  to  be  exchanged  for  4.347  shares  of  G.C.  Computer 
common  at  any  time  at  the  option  of  the  holder  (a  valuable  privilege). 

Adding  these  two  factors  of  value  together — the  rising  interest  yield 
on  the  bond  as  it  declined,  and  the  attraction  of  the  conversion  privilege 
— it  was  hardly  to  be  expected  that  the  G.C.  Computer  Convertible  Bond 
would  drop  to  34.23  and,  in  reality,  no  such  drop  took  place.  Instead, 
in  1966,  when  the  common  dropped  to  its  low  of  7%,  the  Convertible 
Bond  sold  no  lower  than  7L  And  it  is  a  fact  that  in  the  debacle  which 
took  place  for  so  many  common  stocks  in  the  latter  part  of  1966, 
almost  all  Convertible  Bonds  and  Convertible  Preferred  Stocks  refused 
to  accompany  their  common  stocks  into  the  cellar,  but  held  at  prices 
roughly  comparable  to  what  we  have  just  described  for  G.C.  Computer, 
the  higher  quality  Convertibles  holding  in  the  80's  and  90's,  and  some 
lowest  quality  Convertibles  dipping  to  the  60's.  But  in  virtually  all  cases, 
the  Convertibles  held  well  above  their  straight  conversion  value. 

Now,  returning  to  our  two  alternatives  of  (a)  217  shares  of  G.C. 
Computer  common  at  25  for  $5,425,  or  (b)  $5,000  face  amount  of 
G.C.  Computer  Convertible  Bonds  (6s  of  1986)  at  108^  for  $5,425, 
assume  the  market  suffers  another  serious  decline  and  G.C.  Computer 
common  and  Convertible  Bond  return  to  their  1966  lows  of  7%  for  the 
common  and   71   for  the  Convertible  Bond. 

The  217  shares  at  7%  would  be  worth  $1,708.87,  repre- 
senting a  loss  from  the  original  $5,425  investment  of  $3,716.13 

The  $5,000  face  value  of  bonds  at  71  would  be  worth  $3,550, 
representing  a  loss  from  the  original  $5,425  investment  of 
only   


$1,875.00 


The  common  stock  would  have  shown  almost  twice  the  loss  shown  by 
the  Convertible  Bond. 


Hence  —  The  Third  Means  of  Throwing  Money  Out  The  Window  —  And 
The  Most  Important  — 


If  a  Convertible  Bond  or  Convertible  Preferred  Stock,  selling  at  Con- 
version Parity,  can  not  show  any  greater  percentage  loss  on  the  down- 
side than  the  common  stock,  but  can,  and  many  times  does,  show  far 
less  percentage  loss  than  the  common  stock  when  a  falling  market 
ensues,  why  buy  the  common  instead  of  the  Convertible  and  expose 
yourself  quite  needlessly  to  this  greater  risk?  It  is  literally  choosing  to 
throw  more  of  one's  money  out  the  window  than  one  had  to,  if  a 
decline  does  in  fact  occur.  The  risk  is  accepted  needlessly,  for  on  the 
upside  at  Conversion  Parity,  the  Convertible  will  produce  exactly  as 
much  profit  as  the  common,  dollar  for  dollar. 

We  started  this  explanation  with  the  two  alternatives  for  buying 
G.C.  Computer,  when  the  common,  in  mid-November  1967,  was  selling 
at  25  and  the  G.C.  Computer  Convertible  6s  of  1986  were  selling  at 
IO8V2,  at  direct  Conversion  Parity. 

It  should  now  be  clear  that  the  investor  who  bought  the  common 
stock,  instead  of  buying  the  Convertible  Bond  was: 

(a)  accepting  a  0  yield  on  his  common  stock  investment  as  against 
the  5.5%  yield  if  he  bought  the  Convertible  Bonds; 

(b)  paying  $72.25  in  commissions  for  the  common  stock  instead  of 
only  $12.50  for  the  Convertible  Bonds; 

(c)  needlessly  accepting  the  far  greater  downside  risk  of  the  com- 
mon  stock,  as  against  the  Convertible. 

The  investor  buying  the  common  stock  instead  of  the  Convertible  was 
accepting  all  these  disadvantages  without  any  offsetting  advantages 
whatever! 
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A  LISTING   OF   PRESENTLY-TRADING   CONVERTIBLE  BONDS  &  CONVERTIBLE  PREFERRED  STOCKS 


Convertible   Bonds 


(A  full,  updated  statistical  description  of  each  Convertible  is  given  in  "Investing  &  Speculating  with  CONVERTIBLES") 


Collins  &  AiK 
Collins  Radio 
Col  Fuel  &  Iron 
Columbia  Pict 
Combustion  Eng 
Comm  Solvents 
Common  Oil  Ref 
Comp  Applic 
Comp  Leasing 
Condec  Corp 
Cons  Electro 
Cons  Elec  Ind 
Cont  Airlines 
Cont  Baking 
Con  Comp  Assoc 
Cont  Telephone 
Control  Data 
Copperweld  Stl 
Crane  Co 
Crescent  Corp 
Crestmont  Oil 
Crow  Coll  Mac 
Cuneo  Press 
Curtis  Noll 
Cyber-Tronics 
DPA 

DWG  Corp 
Daitch  Crystal 
Dallas  Airmot 
Data  Proc  Fin 
Daylin 

Dearborn  Comp 
Di  Giorgio 
Disney  Prod 
Divers  Metals 
Dixon  Chem  Res 
Dow  Chem 
Duro-Test 
Dynamic  Instr 
E  G  4  G  Inc 
Eastern  Air 
Edo  Corp 
Ehren  Photo  Op 
Eitel  McCull 
Elco  Corp 
Elcor  Chem 
Electron  Assoc 
Electron  Mem 
Electron  Spec 
Electrospace 
El  Paso  Nat  Gas 
Equity  Funding 
Executone 
F&  B/Ceco 
FMC  Corp 
Fabri  Tek  Inc 
Fairbanks  Mors 
Fairchild  Hill 
Farrington  Mfg 
Fed  Pacific  El 
Fidelity  Corp 
Filmways 
First  Natl  Atl 
First  Natl  Cty 
Fischer  &  Port 
Flintkote 
Fla  East  Coast 
Fla  Gas  Co 
Fla  Power  Corp 
Foood  Fair  Strs 
Foremost  Dair 
Fotochrome 
Frontier  Airl 
Fruehauf  Trail 
Garan  Inc 
Gateway  Sptg 
Gearhart-Owen 
Gem  Intl 
General  Accept 
General  Atron 
General  Devel 
General  Instr 
General  Inter 
Gen  Tel  Elect 
General  Time 
Gibralter  Fin 
Giddings  Lewis 
Girard  Trst  Bk 
Glenmore  Dist 
Grace  W  R 
Grand  Union 
Gran  Cty  Stl 
Gran  Eqpt  Lsg 
Grant  WT 
Graphic  Cont 
Graph  Sciences 
Gray  Mfg 
Greatamerica 
Grt  North  Pap 
Great  West  Fin 
Green  Giant 
Greyhound  Comp 
Grolier  Inc 
Grow  Chemical 
Grumman  Aire 
Gulf  Amer  Land 
Gulf  &  Western 
Hardeman  Paul 
Harper  &  Row 
Hart  Schaf  Marx 


Harvey  Alum 
Hawaiian  Elec 
Head  Ski  Co 
Helmerich  &  Pay 
Henrys  Drive-In 
Hess  Oil  &  Chem 
Hoffman  Intl 
Holly  Sugar 
Home  Oil 
Horizon  Land 
Howmet  Corp 
Hudson  Leasing 
Hunt  Foods 
Hydrometals 
IPL  Inc 
I  TE  Circuit 
Indian  Head 
Infotronics 
Instrument  Sys 
Intercom  Dyn 
Intermtn  Gas 
Intl  Min  &  Chem 
Intl  Proteins 
Intl  Silver 
Interstate  Bak 
Interstate  Dept 
Irwin  Ind 
Jackson  Min  Mkt 
Jarrell-Ash 
Jervis  Corp 
Jessop  Steel 
Kaltman 
Kaman  Corp 
Kauf  &  Broad 
Kawecki  Chem 
KerrMcGee 
Keyes  Fibre 
Keystone  Steel 
Keystone  Valve 
King  Resources 
Kleer  Vu  Ind 
Kresge  S.S. 
LTV  Aerospace 
LTV  Electrosys 
Lafayette  Radio 
Lake  Cent  Airl 
Lane  Wood 
Lear  Jet 
Leece-Neville 
Leggett  &  Piatt 
Leslie  Fay 
Lev-Town  Comp 
Liberty  Lsg 
Lin  Brdcstg 
Lionel  Corp 
Litton  Indus 
Lockheed  Aire 
Loral  Electron 
Lucky  Stores 
Lums  Inc 
Lundy  El  &  Sys 
Lynch  Comm  Sys 
MSL  Ind 
Macke  Co 
Macy  R  H 
Madison  Sq  Gard 
Mgmt  Assistance 
Mgmt  Data  Corp 
Mansfield  Tire 
Maryland  Cup 
McCall  Corp 
McCory  Corp 
McCullough  Oil 
McDonnell  Dour, 
McGraw  Hill 
Medusa  Port  Cem 
Mid  Cont  Tele 
Miles  Labs 
Mohawk  Airl 
Mohawk  Rubber 
N  Y  N  H  &  Hart 
NMC  Corp 
NAFI  Corp 
Natl  Bell  Hess 
Natl  Cash  Reg 
Natl  City  Lines 
Natl  Dist  Chem 
Natl  Equip  Rent 
Nortek  Inc 
North  Am  Rock 
Northeast  Airl 
North  Ind  Pub 
Northrop  Corp 
Nuclear  Corp 
Nytronics 
OKC  Corp 
Oak  Elec/Netic 
Offshore  Co 
Ogden  Corp 
Ohio  Water  Svc 
Okonite  Co 
Ormand  Ind 
Outlet  Co 
Owens-Illinois 
Ozark  Air  Lines 
Ozite  Corp 
Pac  Pwr  &  Lgt 
Pan  American 
Parker-Hannif 
Parkview  Drugs 


Pall  Corp 
Pauley  Petrol 
Penn-Dixie  Cem 
Penn  Real  Est 
Pepsi-Cola 
Pert  Photo 
Petrolane  Gas 
Pettibone  Mull 
Phoenix  Steel 
Piedmont  Avia 
Pioneer  Plast 
Power  Ind  Prod 
Pueblo  Spmkts 
Quaker  City 
Rapine  Hyd 
RCA 

Ralston  Purina 
Randolph  Comp 
Rapid-American 
Recog  Equip 
Reeves  Bros 
Res  Oil  &  Gas 
Ret  Cntrs  Amer 
Revere  Copper 
Reynolds  Metal 
Richfield  Oil 
Richford  Ind 
Riegel  Textile 
Riker  Video 
Ritter  &  Co 
Rohr  Aircraft 
Rohr  Corp 
Ryder  Systems 
SCM  Corp 
Sanders  Assoc 
Santa  Fe  Drill 
Saturn  Airways 
Saturn  Ind 
Saxon  Paper 
Schaefer  J  B 
Scot  Lad  Foods 
Scott  Paper 
Seab  Wrld  Air 
Servo  Corp 
Simplex  Wire 
Sinclair  Oil 
Skil  Corp 
Smiths  Trans 
Sola  Basic  Ind 
Solitron  Dev 
Southern  Airw 
So  Calif  Edis 
So  West  Airm 
Space  Corp 
Spacerays 
Spartans  Ind 
Spector  Ind 
Speedry  Chem 
Sprague  Elec 
Std  Computers 
Std  Intl  Corp 
Std  Packaging 
Sta  Rite  Ind 
Stauffer  Chem 
Stelber  Cycle 
Stevens  J  P 
Stokely  Van  Cp 
Storer  Brdcstg 
Stylon 
Sundstrand 
Systems  Cap. 
TST  Industries 
Talcott  James 
Talley  Ind 
Taylor  Instr 
Tehnical  Tape 
Telautograph 
Teledyne 
Telev  Mfrs 
Telex  Corp 
Tenna  Corp 
Tenneco  Corp 
Thriftimart 
Trane  Co 
Trns  Carib  Air 
Trancon  Inv 
Trans-Lux 
Trans  World  Airl 
Tridair  Ind 
Trinity  Steel 
Twen  Cent- Fox 
Tyco  Labs 
Unexcelled  Inc 
Union  Oil  Cal 
United  Ind 
United  Aircrft 
United  Air  Lin 
United  Imp  Inv 
United  Merch 
United  Nuclear 
United  Util 
U  S  Finance 
U  S  Industries 
U  S  Natl  Gas 
U  S  Smelt  Rfg 
Utah  Cons  Min 
Vail  Natl  Bk  Ar 
Vanadium  Corp 
Van  Dusen  Aire 
Vendo  Co 


Vernitron 
Victoreen 
Va  Elec  &  Pwr 
Visual  Electron 
Volume  Mdse 
Vornado 
Vulcan  Mold  lr 
Wallace  Prop 
Ward  Foods 
Warner-7  Arts 
Wayne  Mfg 
Wean  Ind 
Webb  Del  E 
Welded  Tube 
Wells  Fargo  Bk 
West  Coast  Airl 
Westates  Pet 
Westcoast  Trans 
Western  Airl 
Western  Pwr  Gas 
Westgate  Calif 
Wetterau  Foods 
White  Cons  Ind 
Whittaker  Corp 
White  Motor 
Will  Ross 
Williams  Bros 
Winston  Muss 
Work  Wear  Corp 
Yale  Exp  Sys 
Zapata  Off-Sh 

Convertible 
Preferreds 


AMK  Corp 
APL  Corp 
Air  Prod  Chem 
Alco  Std 
Alleghany  Corp 
Alleg  Lud  Stl 
Allied  Prod 
Amer  Bakeries 
Amer  Electron 
Amer  Genl  Ins 
Amer  Home  Prod 
Amer  Metal  Cli 
Amer  Std 
Amer  Sugar 
American  WW 
Ashland  Oil  Ref 
Atlan  City  Elec 
Atlan  Richfield 
Auto  Sprinkler 
Automation  Ind 
Avco  Corp 
Avnet 
Bait  Gas  &  Elec 


Bangor  Punta 
Bank  of  NY 
Basic  Inc 
Beatrice  Foods 
Bendix 

Beneficial  Fin 
Boise  Cascade 
Boston  &  Maine 
Bristol-Myers 
Brown  Co 
Bunker-Ramo 
CCI  Marquardt 
C  I  T  Fin 
CNA  Financial 
Case  J  I 
Cenco 

Central  Sees 
Certain-Teed 
Channing  Fin 
Chris-Craft 
Chromalloy  Am 
Cities  Serv 
Clevite  Corp 
Coastal  States 
Coburn  Corp 
Cole  Natl 
Colt  Ind 
CBS 

Combustion  Eng 
Commercial  Sol 
Comm  Edison 
Cons  Edison 
Continental  Oil 
Cooper  Ind 
Cooper  Tire 
Crow  Coll  Mac 
Crum  &  Forster 
Curtiss-Wright 
Dayco  Corp 
Dennison  Mfg 
Denny's  Rest 
Detroit  Edison 
Diamond  Sham 
Di  Giorgio 
Dillingham 
Dorr  Oliver 
Dravo  Corp 
Dresser  Ind 
Eat  Yale  Towne 
Emerson  Elec 
Engel  Min  Chem 
Equity  Corp 
Ethyl  Corp 
FMC  Corp 
Fairmont  Foods 
Fed  Pacific  El 
Fed  Sign  &  Sig 


First  Natl  Rlt 
Flintkote 
Foote  Mineral 
Foremost-  McKes 
Foster  Wheeler 
Frank  Natl  Bk 
Fund  American 
GAC  Corp 
GAF  Corp 
Gamble-Skogmo 
Gar  Wood  Ind 
Genl  Instr 
Genl  Mills 
Genl  Prec  Eq 
Genl  Signal 
Genl  Tel  &  El 
Genesco 
Georgia-Pac 
Glatfelter  Co 
Glen  Alden 
Global  Marine 
Grt  North  Pap 
Greyhound 
Gulf  Res  Chem 
Gulf  &  Western 
Gulton  Ind 
Heinz  H  J 
Heller  Walter 
Hercules  Inc 
Hitco 
Honeywell 
Hooker  Chem 
Houdaille  Ind 
Household  Fin 
Hydrometals 
Ideal  Bas  Ind 
Indpls  Pwr  Lgt 
Indian  Head 
Interco  Inc 
Intl  Silver 
Intl  Tel  &  Tel 
Intl  Utilities 
Interspace 
ITT  Cons  Svc 
Jim  Walter 
Jupiter  Corp 
Kaiser  Alum 
Kaiser  Cement 
Kaman  Corp 
KerrMcGee 
Kewanee  Oil 
Kidde  Walter 
Kinney  Natl 
Kroger  Co 
Krueger  W  A 
LTV  Ling  Altec 
Lake  Cerr  Airl 


Lanvin-Ritz 
Lear  Siegler 
Lehigh  Vail  Ind 
Liberty  Loan 
Ling  Temco-Vgt 
Lionel  Corp 
Litton  Ind 
Lone  Star  Gem 
L  I  Lighting 
MCA  Inc 
Madison  Fund 
MAPCO   Inc 
Maremont  Corp 
May  Dept  Store 
McCrory  Corp 
McGraw  Hill 
Mead  Corp 
Midland-Ross 
Miller  Wohl 
Molybdenum 
Murphy  G  W  Ind 
Murphy  Oil 
Natl  Can  Corp 
NekoosaEdwards 
Newmont  Mining 
North  Amer  Rck 
Northrop  Corp 
Northwest  Ind 
Occidental  Pet 
Ogden  Corp 
Orange  &  Rock 
Owens-Illinois 
Oxford  Electric 
Pargas  Inc 
Parvin-Dohrmann 
Pennsalt  Chem 
Penn  Co 
Pet  Inc 

Phil  Long  Dist 
Pickands  Mather 
Pike  Corp 
Pitney-Bowes 
Potomac  El  Pwr 
Pratt  &  Lambert 
Puerto  Rico  Tel 
Purex 
RCA 

Ralston  Purina 
Rapid-American 
Raytheon  Co 
Reading  &  Bates 
Reliance  Elec 
Revlon 
Rexall  Drug 
Rex  Chainbelt 
Reynolds  Metals 
Richmond  Corp 


Safeco  Corp 
St  Louis  SF  Ry 
Schenley  Ind 
Scovill  Mfg 
Seaboard  Fin 
Searle  G  D 
Shelter  Globe 
Shop  Rite  Foods 
Signal  Co 
S  W  Forest  Ind 
Spartans  Ind 
Squibb  Beech-Nut 
Std  Alliance 
Std  Oil  of  Ohio 
Std  Packaging 
Stauffer  Chem 
Sterling  Drug 
Studebaker-Wth 
Sunasco 
Sundstrand 

Sprmkts  Genl 

Susquehanna 

Swiss  Chalet 

TCO  Industries 

TRW  Inc 

TSC  Industries 

Teledyne 

Tenneco  Corp 

Tenneco  Inc 

Texas  East  Tr 

Texas  Gas  Trans 

Textron 

Tide  Mar  Svc 

Tracor  Inc 

Transamerica 

Trans  World  Airl 

Travelers  Corp 

Union  Oil  Calif 

United  Fruit 

United  Ind 

U  S  Gypsum 

U  S  Ply-Champ 

United  Util 

Victor  Comp 

Wallace-Murray 

Warnaco  Inc 

Warner-Lambert 

Wayne-Gossard 

Wean  United 

Werner  Cont 

Western  Union 

Wheelabrator 

Whittaker  Corp 

Witco  Chemical 

Wyle  Labs 

Zale  Corp 

Zayre  Corp 


"Investing  &  Speculating  With  CONVERTIBLES,"  by  Sidney  Fried, 
begins  with  the  thoughts  we  have  just  described,  which  certainly  makes 
the  point: 

Never  Buy  A  Common  Stock  —  Without  First  Checking  To  See 
If  There  Is  A  CONVERTIBLE  For  the  Same  Company  — 

But  it  js  only  a  beginning,  because  from  this  point,  Sidney  Fried  takes 
you  on  a  rewarding  journey  through  the  entire  spectrum  of  "Opportunities 
In  Convertibles,"  and  time  and  time  again  you  are  certain  to  be  sur- 
prised (dismayed  might  be  the  better  word)  by  a  growing  realization  on 
your  part  that  on  many  past  occasions,  quite  unknowingly,  you  have 
given  up  income,  accepted  higher  commission  costs,  taken  needless 
risks  with  your  capital,  and  a  most  important  injury  to  yourself,  been 
completely  unaware  of  a  whole  range  of  profitable  opportunities  where 
potential  gain  far  outweighed  chance  of  loss,  simply  because  you  were 
not  knowledgeable  in  the  field  of  Convertibles. 

Consider  the  following  all-important  fact:  At  any  moment  in  today's 
stock  market,  almost  900  Convertible  Bonds  and  Convertible  Preferred 
Stocks  have  a  logical  relationship  to  their  common  stocks,  capable  of 
producing  potentially  profitable  commitments  today,  or  promising  to 
move  into  proper  position  tomorrow.  The  most  frequent  and  most 
fruitful  relationship  is  a  simple  and  logical  one.  The  Convertible  is  at 
a  point  near  Conversion  Parity  where  any  further  upside  movement  of 
the  common  stock  will  begin  to  push  the  Convertible  up  with  the 
common,  dollar  for  dollar,  on  a  percentage  basis.  Yet,  the  Convertible 
is  ajso  not  far  away  from  a  point  where  it  has  previously  resisted 
declines  when  the  common  moved  down. 

How  simple  and  fruitful  an  approach  then:  Buy  the  Convertible  in- 
stead of  the  common,  and  if  the  market  in  the  common  moves  up  — 
enjoy  these  profits,  dollar  for  dollar  with  the  common  stock.  But  if  the 
market  in  the  common  moves  down,  avoid  the  bulk  of  the  losses  which 
the  common  will  then  endure.  And  we  have  already  pointed  out  that 
many  such  positions  can  be  taken  offering  far  higher  interest  or 
dividend  yields  on  one's  investment  than  if  one  had  purchased  the 
common  stock,  and  at  invariably  lower  commission  costs,  many  times 
far  less.  From  this  starting  point,  "Investing  &  Speculating  With 
CONVERTIBLES"  takes  you  down  a  dozen  pathways,  illuminating  methods 
by  which  you  can  draw  profits  from  Convertible  positions  in  varying 
types  of  markets,  and  to  meet  the  varying  needs  of  individual  investors. 


)RBES,  AUGUST  15,  1968 


73 


(Advertisement) 


Thus,  to  give  but  one  example,  the  tendency  of  the  market  to  move 
in  Groups  (Group  Movement)  is  well  known  as  a  valid  and  useful 
approach  to  investment  timing.  Are  Integrated  Oils,  for  example,  be- 
ginning to  show  strength  in  the  market?  As  we  write,  there  are  Ashland 
Oil  Convertible  Bonds,  Associated  Oil  &  Gas  Convertible  Bonds,  Richfield 
Oil  Convertible  Bonds,  Union  Oil  of  California  Convertible  Bonds,  Sinclair 
Oil  Convertible  Bonds,  and  one  could  go  on  with  this  list  for  there  are 
21  Convertible  Bonds  and  Convertible  Preferred  Stocks  among  the 
Integrated  Oils.  The  Steel  Group,  the  Computer  Leasing  Group,  the  Paper 
Group,  Drug  Group,  Retail  Stores  Group— with  any  Group,  the  repre- 
ssntation  of  Convertible  has  to  be  present  in  depth,  for  with  almost 
900  Convertibles  trading,  all  market  Groups  fall  within  the  Convertible 
domain.  ("Investing  &  Speculating  With  CONVERTIBLES"  contains  a 
valuable  list  giving  you  a  complete  breakdown  of  almost  900  Convertibles 
by  Group.  You  will  find  this  a  valuable  reference  as  different  Group 
moves  develop  in  the  market,  week-to-week,  month-to-month.) 

At  this  point,  let  us  give  just  a  few  concrete  examples  of  how 
strategic  moves  in  Convertibles  can  develop,  keeping  in  mind  that  the 
examples  used  are  purely  for  the  purpose  of  explaining  the  logic  of 
the  Convertible,  and  recognizing  that  there  are  material  differences 
among  the  individual  Convertibles  of  this  type,  so  there  can  be  no 
assurance  that  past  performance  would  necessarily  be  repeated  by  other 
Convertibles.  Before  presenting  these  examples,  let  us  use  a  paragraph 
to  explain  the  illustrative  "Conversion  Ratio  Charts"  shown  below,  first 
developed  by  the  author,  Sidney  Fried,  about  15  years  ago.  (Sidney 
Fried's  eminent  qualifications  as  author  of  this  study  are  underlined 
by  his  wide  range  of  experience,  covering  several  decades  as  professional 
trader  for  prominent  brokerage  firms  and  as  Editor  of  a  leading  invest- 
ment service  on  Convertibles  for  the  past  11  years.) 

The  common  stock  in  each  chart  is  plotted  on  the  right  hand  scale 
in  the  normal  manner,  and  the  Convertible  is  plotted  on  the  left  hand 
scale  in  a  similarly  normal  manner.  But  because  each  point  on  the 
left-hand  (Convertible)  scale  is  the  opposite  point  on  the  common  scale, 
multiplied  by  the  conversion  factor,  the  Chart  shows  the  common  and 
the  Convertible  in  exact  relationship  to  one  another.  When  there  is 
little  or  no  gap  between  the  heavy  line  and  the  light  line  —  therefore, 
between  the  market  price  of  the  common  and  the  market  price  of  the 
Convertible  on  the  Conversion  Ratio  scales — the  Convertible  is  selling 
at  or  near  Conversion  Parity  and  any  rise  in  the  common  must  produce 
a  corresponding  rise  in  the  Convertible  of  exactly  the  same  percentage 
increase,  due  to  its  conversion  privilege.  When  there  is  a  considerable 
gulf  between  the  two  lines,  the  Convertible  is  selling  at  a  substantial 
premium  over  its  straight  conversion  value — the  wider  the  gulf,  the 
larger  the  premium.  Each  Chart  also  contains  a  Sales  and  Earnings 
record  and  an  inset  chart  giving  an  extended  price  history  of  common 
and  Convertible.  "Investing  &  Speculating  With  CONVERTIBLES"  fully 
explains  the  construction  of  the  Chart  and  uses  many  as  illustrations  of 
the  various  points  made.  Going  on  now  with  our  examples  of  possible 
"strategic  moves"  with  Convertibles: 


Bausch  &  Lomb  43/4's-'80  had  held  above  par  (100)  ever  since 
issuance  in  1960  even  when  worth  only  in  the  60's  on  straight  con- 
version value.  When  the  common  stock  pushed  up  to  the  30's  late  in 
1965,  the  convertible  bond  was  an  obvious  strategic  purchase  at  the 
time  indicated  by  the  arrow.  The  Convertible  did  go  up  sharply  with  the 
common  as  it  had  to.  propelled  by  its  conversion  privilege.  Had  the 
move  reversed  itself  instead,  with  the  common  sliding  back  to  the 
20's,  the  convertible  bonds  would  quite  likely  have  continued  to  hold 
near  par.  The  Convertible  had  presented  the  opportunity  to  equal  the 
gain  of  the  common  on  the  upside,  but  promised  to  conserve  capital 
to  a  far  greater  degree  on  the  do.vnside. 
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Flying  Tiger  Line  51/2,s-74  were  an  excellent  speculative  purchase 
throughout  1964  and  early  1965  selling  around  the  90  level  for  most 
of  that  time  as  the  common  moved  up  steadily.  Yielding  above  6%  at 
that  price  (Flying  Tiger  common  paid  no  cash  dividend  at  all!),  and 
representing  a  call  on  a  quite  promising  airline  in  the  dynamic  air  cargo 
field,  the  convertible  bond  had  also  proved  its  ability  to  protect  capital 
by  remaining  above  the  80  level  even  when  the  common  dipped  to  a 
point  where  the  bond  was  worth  only  in  the  40's  on  conversion  value. 
On  the  other  hand,  when  the  common  continued  its  advance,  the  Con- 
vertible quickly  followed  along,  reaching  the  325  level.  The  convertible 
bond  had  provided  greater  safety  than  the  common,  almost  as  much 
appreciation  and  an  excellent  yield.  There  are  many  high-yielding  con- 
vertible bonds  and  convertible  preferred  stocks  on  more  speculative 
situations  which  will  deserve  (and  reward)  the  future  attention  of 
investors. 


Opportunities  In  Newly-Issued  Convertibles 

Since  new  Convertibles  generally  do  not  sejl  at  too  great  a  premium 
over  actual  conversion  value  at  time  of  issuance,  they  must  be  watched 
carefully  for  potential  opportunities  since  they  represent  a  long-term 
call  on  the  common  stock  (usually  10  to  20  years),  usually  possess 
considerably  greater  safety  than  the  common  on  the  downside,  and  may 
even  provide  a  far  better  yield,  or  return  on  investment,  than  their 
common  stocks.  For  example,  both  Itek  5's-'86  and  Scientific  Data  Sys- 
tems 51/2,s-'86  were  providing  attractive  yields  where  neither  common 
stock  paid  any  dividend,  would,  in  our  opinion,  have  held  up  far  better 
than  ether  common  stock  in  a  falling  market,  and  enabled  their  holders 
to  enjoy  almost  as  much  appreciation  on  the  upside  as  the  considerably 
more  risky  common  stocks  when  both  stocks  ran  up.  Needless  to  say, 
new  Convertible  issues  are  not  all  an  easy  road  to  stock  market  profits. 
Far  from  it!  This  serves  to  emphasize  the  need  for  the  type  of  thorough 
research  and  careful  analysis  which  this  study  describes.  "Investing  & 
Speculating  With  CONVERTIBLES"  presents  many  useful  guidelines  for 
selecting  new  issues  of  Convertible  Bonds  and  Convertible  Preferred 
Stocks  aimed  at  superior  opportunities  for  capital  gain  plus  excellent 
return,  plus  greater  safety,  as  against  the  common  stock  in  each  case. 
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Iher  Important  Insights  Into  The  "Convertible" 

It  is  not  possible  in  these  few  descriptive  pages  to  adequately  de- 
:ribe  the  many  useful,  and  potentially  profitable,  approaches  to  the 
avertible  presented  by  Sidney  Fried  in  a  most  illuminating  manner 
this  study.  For  example,  one  chapter  deals  with  "Merger  Con- 
irtibles."  A  continuous  progression  of  corporate  mergers  and  acquisi- 
jns  has  taken  place  in  the  past  year  or  more,  and  continues  unabated, 
th  many  of  these  mergers  involving  the  issuance  of  new  Convertibles 
exchange  for  the  common  stock  being  acquired.  Important  oppor- 
nities  can  arise  for  the  'creation'  of  the  forthcoming  new  Convertibles 
irough  immediate  purchase  of  the  common  stock  which  is  being  ex- 
langed  for  the  Convertible  under  the  announced  plan.  "Investing  & 
peculating  With  CONVERTIBLES''  tells  the  reader  how  to  quickly  evaluate 
ie  worth  of  the  new  Convertible,  and  the  desirability,  or  lack  of 
fsirability,  of  'creating'  the  new  Convertible.  Such  potential  oppor- 
nities  in  "Merger  Convertibles"  are  in  the  financial  news  very  fre- 
lently  these  days,  and  profitable  commitments  can  eventuate  for  those 
westors  who  understand  what  they  involve  at  their  outset.  This  study 

ens  the  door  to  such  understanding. 

Another  chapter  deals  with  the  "Convertible  Hedge,"  and,  in  our 
inion,  is  alone  worth  many  times  the  small  price  of  this  study.  It  is 
possible  to  explain  this  fascinating  approach  to  the  Convertible  in 
ese  paragraphs  in  any  depth,  and  we  can  only  say  that  it  involves 
ing  simultaneously  "Long"  the  Convertible  and  "Short"  the  common 
ick,  in  specific  ratios,  taking  advantage  of  the  fact  that  in  any  decline, 

typical  Convertible  will  refuse  to  fall  as  fast  or  as  far  as  its  common 
*k.  One  type  of  Hedge  is  aimed  at  upside  profits  to  benefit  from  an 
ticipated  rise  in  the  common.  This  is  a  Half  Hedge — Long  X  amount 

Convertible  and   Short   V2   the  amount  of  common  stock  for  which 

Convertible  can  be  exchanged  which,  in  effect,  gives  you  a  net  50% 
ng  position  on  any  upside  move,  while  the  Hedge  portion  sharply 
luces  possible  net  loss  on  the  downside.  The  other  type  of  Hedge  is 
led  at  downside  profits  to  benefit  from  an  anticipated  decline 'in  the 
Timon.  This  is  a  FuM  Hedge  —  Long  X  amount  of  Convertible  and 
Mt  the  full  amount  of  common  stock  for  which  the  Convertible  can 

exchanged.  When  taken  at  Conversion  Parity,  no  upside  loss  is  pos- 
le  with  the   Full   Hedge,  while  if  the  anticipated  downside  move  in 

common  does  occur,  a  net  profit  is  enjoyed  to  the  extent  that  a 


premium  over  Conversion  Value  develops  for  the  Convertible.  This  is 
a  riskless  commitment  with  which  to  benefit  from  any  falling  market. 
Well-timed  and  properly  selected,  risk  in  the  Half  Hedge,  seeking  profits 
in  a  rising  market,  can  also  be  reduced  to  close  to  the  0  level  in  many 
cases,  as  explained  by  Sidney  Fried   in  this  rewarding  chapter. 

Since  latest  Federal  Reserve  Board  margin  regulations  rule  that 
Convertible  Bonds  traded  on  any  Exchange  require  only  60%  margin 
upon  purchase,  as  against  80%  margin  for  its  respective  common  stock, 
one  can  obtain  greater  leverage  for  one's  funds  in  both  straight  pur- 
chase and  in  Hedge  positions  by  using  the  Convertible  as  against  the 
common,  and  the  author  describes  the  potential  benefits  of  this  pro- 
vision from  a  number  of  standpoints  in  the  study. 

Tax  benefits  flowing  from  proper  use  of  the  Convertible  in  one's 
investments,  aiming  at  capital  gains  with  its  lower  tax  rate,  are  fully 
discussed  by  the  writer  in  another  valuable  section  of  the  study,  and 
some  of  the  guideposts  will,  we  believe,  surprise  you  and  cause  you  to 
wonder  why  you  have  never  previously  been  aware  of  them. 

Many  more  potentially  profitable  insights  are  contained  in  "Investing 
&  Speculating  With  CONVERTIBLES"  by  Sidney  Fried,  and  we  can  only 
urge  you  to  read  the  study.  For  failure  to  utilize  the  "Convertible"  in 
today's  market  is  nothing  short  of  self-injury,  and  even  the  first  few 
points  made  in  the  opening  paragraphs  should  have  been  enough  to 
demonstrate  this  point,  while  much  more  is  possible  with  the  Convertible 
than  indicated  by  those  opening  points  —  all  carefully  described  in 
the  study. 

"Investing  &  Speculating  With  CONVERTIBLES"  by  Sidney  Fried,  costs 
only  $3,  and  can  be  ordered  for  immediate  delivery  using  the  coupon 
below.  We  will  include  in  the  study  a  valuable  current  compilation  of 
almost  900  Convertible  Bonds  and  Convertible  Preferred  Stocks  trading 
in  today's  market,  giving  a  comprehensive  statistical  description  of  each 
Convertible.  We  will  also  include  a  complete  breakdown  of  the  almost 
900  Convertibles  by  Group,  to  aid  you  in  your  day-to-day  investment 
decisions,  along  lines  discussed  by  Sidney  Fried  in  the  study  where  he 
outlines  methods  for  utilizing  these  Convertibles  in  your  investment 
programs. 

Upon  reading  "Investing  &  Speculating  With  CONVERTIBLES",  we  feel 
you  will  fully  concur  with  us  that  every  page  of  the  study  is  must  read- 
ing for  every  investor.  In  today's  stock  market,  and  in  tomorrow's, 
hundreds  of  common  stocks  will  attract  investor  interest,  leading  to  the 
purchase  of  those  common  stocks.  In  buying  those  common  stocks, 
investors  by  the  tens  of  thousands  will  have  completely  ignored  the 
possibility  that  a  well-situated  Convertible  might  be  trading  for  that 
same  company,  and  they  will  then  probably  pay  the  penalty  of  a  lower 
yield  on  each  dollar  invested,  higher  commission  rates  for  the  privilege 
of  sustaining  such  loss  (!),  and  worst  of  all,  needlessly  accept  greater 
risk  to  the  capital  they  invest. 

Not  to  read,  and  fully  absorb,  "Investing  &  Speculating  With  CON- 
VERTIBLES" by  Sidney  Fried,  can  only  be  described  as  accepting  dis- 
advantages and  ignoring  advantages! 

This  study  tells  the  story  of  the  Convertible  in  all  its  aspects  in  so 
lucid  a  manner  that  we  feel  confident  you  will  begin  to  benefit  from  it 
in  your  current  investments  as  soon  as  you  have  read  even  the  first 
few  pages  of  the  study.  (The  first  chapter  alone  will  open  your  eyes 
wide!).  We  urge  you  to  use  the  coupon  below  without  delay,  and  we 
do  thank  you  for  allowing  us  to  express  these  thoughts  on  the 
"Convertible"  to  you. 

R.H.M.  Associates 
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Gentlemen: 

I  enclose  $3.00  in  full  payment  for  "Investing  &  Speculation  With  CONVERTIBLES",  by  Sidney  Fried. 

I  understand  it  will  include  a  full,  current,  statistical  outline  of  about  900  Convertible  Bonds  and  Con- 
vertible Preferred  Stocks,  trading  in  today's  market,  presenting  necessary  data  to  evaluate  those  Convertibles, 
and  that  the  study  will  also  include  a  complete  breakdown  of  those  nearly  900  Convertibles  by  individual 
stock  Group. 

I  understand  that  if  I  am  in  any  way  displeased  with  this  study,  I  can  return  it  for  a  full  refund. 

Please  mail  "Investing  &  Speculating  With  CONVERTIBLES",  by  Sidney  Fried,  immediately. 

(Pleas*  Print) 
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THE  MARKET  OUTLOOK 

By  Sidney  B.  Lurie 


'Vis-inflation' 

To  me,  attempts  to  rationalize  the  rea- 
sons for  a  change  in  stock-market  di- 
rection usually  are  little  more  than  an 
exercise  in  futility.  The  stage  is  almost 
always  set  hefore  the  event  becomes  an 
actuality.  Hut  it's  also  true  that  an  ap- 
praisal of  what  might  happen  tomorrow 
requires  an  understanding  of  what  took 
place  before.  Which  is  why  I  think  it 
significant  to  pinpoint  the  reasons  for 
the  Juh  about-face  in  speculative  psy- 
chology. One  reason  is  the  fact  that 
the  second  half  started  with  the  market 
groping  for  and  awaiting  the  answers 
to  such  fundamental  questions  as  were 
outlined  in  previous  columns.  Another 
is  the  fact  that  stock  prices  are  made 
by  psychology  as  well  as  statistics. 
Thus,  once  the  momentum  faltered,  the 
potential  debits  became  the  issue  of 
the  day  and  crystallized  the  existing 
price  vulnerabilities. 

In  other  words,  and  I  want  to  empha- 
size this  point,  the  change  of  pace  is 
not  the  end  reflection  of  something  new 
or  something  unexpected.  It's  still  true, 
for  example,  that  there  has  been  a 
marked  improvement  in  the  interna- 
tional monetary  climate— that  the  new 
spirit  of  cooperation  probably  means 
the  end  of  an  era  of  recurrent  crises. 
And  the  domestic  credit  background 
is  even  more  impressive  in  the  indica- 
tions that  an  historic  peak  in  interest 
rates  has  passed.  Not  only  is  the  Fed- 
eral Reserve  Board  moving  away  from 
its  previous  policy  of  restraint,  but 
there  are  persuasive  arguments  point- 
ing to  lower  interest  rates  and  more 
freely  available  credit  this  winter. 

A  More  Vigorous  Economy 

All  ol  which— as  the  first  quarter  of 
this  year  and  the  third  quarter  of  1966 
will  testify— is  basically  important  to 
the  stock  market's  well-being.  But  there 
arc  two  sides  to  this  coin  in  the  sense 
that  the  bond  market— which  I  think  is 
in  the  early  stages  of  a  significant  up- 
turn—now may  be  providing  competi- 
tion for  equity  money.  Particularly 
when  the  risk-reward  ratio  of  deep-dis- 
count high-grade  bonds  is  compared 
with  thai  of  main  already  exploited 
common  stocks.  Furthermore,  a  lasting 
upturn  in  the  prices  of  senior  securities 
would  cool  ofl  the  blind  inflationary 
psychology  was  a  latent  factor  in 

Mr.  Luric  is  a  partner  in  the  New  York  Stock 
Exchange    firm    of    Josephthal    &    Co. 


the  second-quarter  rise  in  stock  prices. 
I  also  suspect  that  the  market's  pres- 
ent mood  reflects  fear  of  "dis-inflation" 
rather  than  belated  recognition  of  the 
nonrecurring  and  unsustainable  nature 
of  the  first-half  boom.  Sure,  it  can  be 
argued  that  the  government  budget 
will  change  from  a  large  deficit  in  the 
second  quarter  (which  is  stimulating 
to  the  economy)  to  a  small  surplus  a 
year  hence  (which  is  deflationary). 
Further,  with  manufacturing  plants 
now  operating  at  80^-85%  of  capacity 
and  profit  margins  being  squeezed,  in- 
dustry's capital-spending  boom  proba- 
bly has  peaked.  But  I  still  feel  as  I  did 
a  month  or  two  ago  that  no  more  than 
a  marked  slowdown  in  the  rate  of 
growth  lies  ahead.  And  this,  after  all, 
was  the  purpose  of  the  fiscal  package. 
My  point  is  that  easier  money,  a 
sharp  upturn  in  residential  building 
activity,  the  stimulus  of  new  automo- 
bile models,  psychological  adjustment 
to  the  tax  surcharge— all  could  make  for 
a  more  vigorous  economy  than  exists 
today.  I'm  not  talking  about  a  new 
business  boom.  Rather,  /  believe  that 
the  economy  will  plateau  on  a  high 
level—somewhat  similar  to  the  experi- 
ence of  the  fourth  quarter  of  1966— to 
the  first  quarter  of  1967.  And  this  was 
a  mini  recession  most  people  didn't 
even  notice.  If  my  hopes  are  realized, 
the  transition  will  take  place  with  the 
benefit  of  one  highly  constructive  fac- 
tor: This  time,  the  business  plateau 
should  be  free  of  recurrent  psycholog- 
ical shocks  in  the  world  and  domestic 
monetary  area. 

Meanwhile,  as  I  see  it,  the  market 
has  been  making  a  psychological  ad- 
justment to  this  coming  pattern  of 
events— not  just  via  a  correction  of  pre- 
vious speculative  excesses,  but  via  a 
change  in  issue  preferences.  As  a  matter 
of  fact,  the  internal  adjustment  via  a 
shift  away  from  last  winter's  so-called 
highfliers  started  even  before  the  sum- 
mer of  disillusionment. 

This  doesn't  mean  that  all  of  the 
so-called  glamour  stocks  still  carry 
above-average  suspicion.  Conventional 
standards  of  value  can't  be  used  in 
certain  areas.  But  there  also  is  little 
question  that  this  is  where  the  specu- 
lative excesses  and  absurdities  have 
been  concentrated.  In  this  connection. 
I  would  like  to  emphasize  another 
point:    Although   the    traditional    and 


too  widely  expected  summer  rally  has 
gone  by  default,  this  doesn't  neces- 
sarily mean  that  the  ultimate  1968 
highs  have  been  seen.  Particularly  in 
the  case  of  companies  with  sufficiently 
strong  internal  dynamics  to  offset  the 
coming  flat  trend  in  aggregate  cor- 
porate earnings.  In  other  words,  the 
winter  prospect  of  only  slight  year-to- 
year  improvement  in  the  aggregate 
measures  of  the  economy's  well-being 
need  not  be  a  barrier  to  individual 
.  earnings  gains. 

Cases  in  Point 

Illustrative  of  the  point,  it  seems  to 
me  that  there  are  some  special  pluses 
in  Chrysler  (around  60)  that  could 
make  the  stock  an  interesting  commit- 
ment in  this  period  of  lessened  over- 
all expectations.  For  one  thing,  1  think 
this  will  be  the  sixth  consecutive  year 
that  the  company's  share  of  the  auto- 
mobile market  has  increased— a  period 
during  which  the  company  more  than 
doubled  in  size.  Secondly,  I  think  a 
better  automotive  year  lies  ahead— 
what  with  the  scrappage  rate  up  to  a 
new  peak,  multiple-car  families  grow- 
ing and  the  1969  models  likely  to  stim- 
ulate wider  interest.  In  my  opinion, 
Chrvsler's  earnings  this  year  could  be 
in  the  $5.50-per-share  area  as  com- 
pared with  S4.35  in  1967. 

I  can  also  see  reason  for  interest  in 
an  international  oil  such  as  Standard 
Oil  of  California  (around  64),  which  is 
a  company  that  experienced  serious  op- 
erating problems  that  penalized  prof- 
its in  1967.  Now,  however,  I  believe  the 
company  has  reached  the  point  where 
the  plus  factors  will  predominate, 
and  earnings  will  increase  at  a  close 
to  l()'r  annual  rate  in  coming  vears. 
1968  earnings  should  be  about  S5.75 
per  share  vs.  $5.22  last  year. 

Emphasis  on  these  two  relatively 
low-multiple  stocks  doesn't  mean  that 
one  should  neglect  growth  companies, 
which  brings  to  mind  Gannett  Co. 
(around  33).  This  is  a  company  whose 
sales  and  earnings  have  more  than 
doubled  in  the  past  six  years.  The  fact 
that  I  believe  1968  earnings  will  ex- 
ceed 1967  profits  of  $1.71  per  share, 
despite  a  larger  capitalization,  is  not 
the  only  reason  I  mention  this  news- 
paper chain.  Rather,  I  believ  e  there  is 
an  unrecognized  but  excellent  growth 
potential  in  the  newspaper  publishing 
field  in  which  the  company  operates. 
And  the  management  factor  is  good. 
In  my  opinion,  the  company's  grovvtl 
in  coming  vears  could  be  even  fastei 
than  that  of  the  past— and  this  type  ol 
business  should  attract  increasing  so 
phisticated  professional  interest. 

1  mention  these  specifics  because 
think  there  is  more  chance  of  a  buyini 
opportunity  in   August   than  a  threa 
of  a  collapse  in  stock  prices.  ■ 
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Telegrowtli 


BABSON'S  NEW  TELEGRAPHIC  AGGRESSIVE  GROWTH  PORTFOLIO  SERVICE 


fELEGROWTH  is  the  result  of  requests  from  regular  Babson  clients  and  other  investors 
vho  have  expressed  a  desire  to  speculate  "on  the  side"  with  a  portion  of  their  funds  with- 
out materially  disturbing  their  basic,  long-range  investment  plans. 

[\s  its  name  implies,  TELEGROWTH  is  designed  to  be  a  very  closely  supervised,  high-per- 
jormance,  high-risk,  growth  portfolio  service  with  buy  and  sell  advice  flashed  to  clients  by 
elegram. 

Briefly,  here  is  how  TELEGROWTH  works: 


.  Babson's  specially  appointed  Aggressive  Investment 
lommittee  has  set  up  a  master  model  TELEGROWTH 
ortfolio  service  with  only  one  investment  objective  in 
liDd — substantial  capital  growth  in  the  shortest  possible 
me.  Securities  selected  for  your  TELEGROWTH  port- 
jlio,  although  likely  to  be  speculative  in  nature,  will  be 
arefully  researched  and  actively  supervised  in  an  all- 
ut  effort  to  obtain  maximum  performance. 

5.  If  you  decide  to  subscribe  to  TELEGROWTH,  we  will 
lail  you  YOUR  MASTER  MODEL  TELEGROWTH  PORT- 
OLIO  as  it  stands  on  that  day,  along  with  complete 
(istructions.  You  will  then  build  your  own  TELE- 
,ROWTH  portfolio  by  buying,  through  your  broker,  each 
If  the  recommended  TELEGROWTH  stocks  in  propor- 
jon'to  the  total  capital  you  are  willing  to  commit  to 
jch  a  venture. 


BABSOIVS  REPORTS  Inc. 

WELLESLEY  HILLS,  MASS.  02181 


FOUNDED  IN  1904  BY  ROGER  W.  BABSON 


3.  In  striving  for  maximum  performance,  Babson's  Ag- 
gressive Investment  Committee  will  keep  your  master 
model  TELEGROWTH  portfolio  under  continuous  super- 
vision. They  will  notify  all  TELEGROWTH  clients  of 
recommended  new  purchases  and  sales  by  telegram. 

The  annual  fee  for  TELEGROWTH  is  $240. 

It  should  be  clearly  understood  that  we  recommend 
TELEGROWTH  only  to  investors  whose  personal  cir- 
cumstances and  investment  outlook  permit  them  to 
allocate  a  portion  of  their  funds  to  a  frankly  speculative, 
but  diligently  supervised  venture.  If  you  are  among  this 
group,  however,  we  feel  confident  that  you  would  do 
well  to  add  TELEGROWTH  as  a  speculative  supplement 
to  your  present  long-range  investment  program.  For 
complete  information  on  TELEGROWTH,  simply  mail 
this  coupon. 


Babson's  Reports  Inc.,  Wellesley  Hills,  Mass.  02181,  Dept.  F-261 

Please  send  me  complete  details  on  TELEGROWTH, 
Babson's  new  Telegraphic  Growth  Portfolio  Service. 


Name. 


Street  &  No.. 


City. 


.State. 


-Zip. 
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HOW  TO  MAKE  -" 
A  SNOW-BALLING  MARKET 
WORK  FOR  YOU 


Stock  market  trends,  once  established,  resist 
change.  This  persistence  tends  to  produce  a 
snowballing  effect  —  magnifying  both  profits 
and  losses. 

The  technique  of  riding  with  the  trend  is  one 
of  the  highly  specialized  market  tools  made 
available  to  you  in  our... 

SPECIAL  OFFER:  Receive  our  Positive  Invest- 
ment Program  —  plus  a  5-week  trial  subscrip- 
tion to  Investors  Research  Reports.  These 
reports  analyze  price  trends  of  over  600  lead- 
ing stocks  and  provide  information  which  you 
may  find  invaluable.  All  you  send  us  is  $1  — 
but  act  now ! 


INVESTORS  RESEARCH  COMPANY 


Depr.  F-9.  924  laguna  Street 
Santa  Barbara,  California  93102 

For  $1  please  air  mail  my  trial 
subscription  plus  your  Positive 
Investment  Program. 


Name 

Address. 
City 


.  State- 


.  ZIP- 


HOW  to  place 

your  portfolio 

under  investment 

management 

starting  with 

as  little  as  $5,000 


If  the  money  you  have  today  is  to  grow  in 
the  future  toward  more  income,  or  for  edu- 
cation, travel,  leisure,  retirement,  it  must 
be  kept  working  full  time  to  achieve  your 
investment  goals. 

Yet  you  may  find  that  you  are  actually 
losing  ground  due  to  inflation,  taxes  or  lack 
of  time  for  investment  decisions. 

To  help  solve  this  problem,  clients  in  55 
countries  have  turned  to  The  Danforth 
Associates  Investment  Management  Plan. 
It  has.  we  believe,  proved  especially  effi- 
cient in  providing  continuing  capital  growth 
supervision  for  portfolios  of  from  $5,000 
to  $50,000— on  behalf  of  people  who  recog- 
nize and  can  share  the  risks  and  rewards  of 
common  stock  investments.  The  cost  is 
modest,  as  low  as  $100  per  year. 

For  a  complimentary  copy  of  a  42-page 
report  describing  this  tested  plan,  its  com- 
plete 10-year"performancerecord,"and  how 
it  may  help  you  now,  simply  write  Dept.B-54. 

the  Danforth  Associates 
Wellesley  hills,  Mass.,  u.s.a.  oh8i 

Investment  Management    •    Incorporated  1936 


(Continued  from  page  47) 
a  fund  has  done  over  several  years,  not 
just  over  the  summer.  It  also  shows 
how  consistent  a  fund's  management 
has  been,  not  only  in  making  money 
during  bull  markets,  but  in  protecting 
it  during  tailspins.  After  all,  if  the  tui- 
tion bill  comes  due  when  a  spectacular 
fund  just  happens  to  have  an  unfor- 
tunate 40%  drop  in  net  asset  value, 
what  it  can  do  during  the  next  upturn 
is  less  important. 

Eight  Tries 

Here's  how  the  survey  works.  Against 
a  sophisticated  set  of  standards  for 
mutual  fund  performance,  we  grade 
the  funds  on  a  scale  ranging  from  A  4/- 
to  D.  These  Consistency  Ratings  meas- 
ure a  fund's  performance  during  four 
rising  markets:  1)  Sept.  30,  1960  to 
Dec.  31,  1961;  2)  June  30,  1962  to 
Feb.  9,  1966;  3)  Oct.  7,  1986  to  Sept. 
25,  1967;  4)  Mar.  5,  1968  to  June  11, 
1968.  For  each  up  period,  Forbes  stat- 
isticians determined  whether  the  fund 
did  better  than  Standard  &  Poor's  aver- 
age of  500  common  stocks.  Funds  that 
kept  up  with  the  S&P  in  all  four  periods 
got  an  A—,  in  three  periods  a  B,  in  two 
periods  a  C-\-,  in  one  period,  a  C — . 

But  the  ratings  also  provide  for  funds 
that  beat  the  S&P  by  a  good  margin. 
Any  fund  that  beats  it  by  20%  on  aver- 
age gets  an  A+,  by  5%  to  19.9%  an  A. 
That  means  they  are  not  only  good,  but 
outstandingly  good. 

Each  fund  also  gets  a  rating  for  its 
consistency  in  down  markets.  Again, 
Forbes  looks  at  four  periods,  in  this 
case,  of  decline.  They  are  1)  Dec.  31, 
1959  to  Sept.  30,  I960;  2)  Dec.  31, 
1961  to  June  30,  1962;  3)  Feb.  9,  1966 
to  Oct.  7,  1966;  4)  Jan.  12,  1968  to 
Mar.  5,  1968.  The  Consistency  Ratings 
for  the  down  periods  run  according 
to  a  formula  similar  to  that  for  the 
up  periods.  No  ratings  have  been  given 
when  a  fund  did  not  exist  for  at  least 
three  up  and  three  down  periods. 

In  addition,  the  ratings  are  weighted 
to  reflect  improvements  in  performance 
that  have  occurred  recently.  In  other 
words,  a  fund  is  given  a  chance  to  es- 
cape some  of  the  consequences  of  a 
poorer  performance  of  several  years 
ago.  Or,  if  a  fund  has  perked  up  in  the 
later  periods,  the  ratings  give  credit  for 
this.  The  earliest  period  is  given  a 
weight  of  10%,  the  second  20%,  the 
third  30%  and  the  last  40%.  All  of 
these,  of  course,  add  up  to  100%.  A 
really  spectacular  showing  the  last 
period  might  be  enough  to  raise  a 
fund's  consistency  rating  by  half  a 
grade,  that  is,  from  a  B—  to  a  B.  But 
it  is  practically  impossible  for  a  fund 
to  make  a  good  enough  showing  in  any 
one  period  to  move  its  Consistency 
Rating  up  by  more  than  half  a  grade. 

What  trends  do  this  year's  ratings 


show?  Of  the  150  load-charging  com- 
mon stock  funds  covered  here,  108, 
72%,  outperformed  the  market;  only 
42,  28%,  did  not.  Was  this  because  fund 
management  has  improved  greatly 
over  the  days  when  funds  were  doing 
well  to  barely  keep  up  with  the  mar- 
ket? Or  was  it  because  the  funds'  huge 
purchasing  power  inevitably  pushes  up 
the  prices  of  the  stocks  they  concen- 
trate in  and  tends  to  depress  the  ones 
they  shun?  For  the  moment,  the  ques- 
.  tion  is  academic:  Most  common  stock 
mutual  funds  are  performing  very  well 
indeed,  and  that  is  what  the  public 
wants  to  see. 

The  strong  performances  were  not 
limited  chiefly  to  tiny,  agile  funds. 
For  example,  the  most  spectacular 
numbers  in  the  entire  stock-load  group 
were  turned  in  by  the  $582-million- 
assets  Enterprise  Fund,  where  $100  in- 
vested five  years  ago  would  have  grown 
to  $642.19  by  last  June  30  (vs.  $181.88 
for  the  Standard  &  Poor's  500),  and 
$100  invested  in  mid- 1967  would  have 
grown  to  $150.90  by  mid- 1968  (vs. 
$109.86  for  the  S&P) .  The  three  Fidel- 
ity funds  also  ranked  well,  with  assets 
of  over  $3  billion,  as  did  the  Dreyfus 
Fund,  with  $2.5  billion. 

Among  the  funds  with  the  hot  repu- 
tations, Ivest  continued  to  do  well, 
sharply  outperforming  the  S&P  in  ris- 
ing markets  and  doing  fairly  well  in 
declining  ones.  Putnam  Growth  and 
State  Street  also  earned  high  ratings. 
But  Manhattan  Fund,  while  it  had  not 
existed  long  enough  to  achieve  a  rat- 
ing, barely  managed  to  outperform  the 
S&P  index  in  the  last  12  months. 

The  well-established  older  funds 
were  a  mixed  bag.  Both  Massachusetts 
Investors  Trust  funds  showed  either  a 
high  rank  or  good  improvement,  and 
the  three  largest  Keystone  Funds  did 
extremely  well.  But  the  ranking  of  big 
($2.2-billion  assets)  Investors  Stock 
Fund  remained  low  enough— particu- 
larly when  seen  in  combination  with  a 
deterioration  in  ranking  of  its  $3-billion 
sister  balanced  fund,  Investors  Mutual 
Fund— to  spell  real  problems  for  the 
whole  widespread  Investors  Diversi- 
fied Services  complex. 

Significantly,  it  wasn't  only  the  load- 
charging  funds  that  did  well;  they  were 
at  least  equaled  by  the  performance  of 
the  no-load  funds  and  the  closed-end 
investment  companies. 

Of  course,  no  rating  system  can  pre- 
dict the  future;  it  can  merely  analyze 
what  happened  in  the  past.  But 
Forbes'  system  of  measuring  consisten- 
cy rather  than  simple  vertical  move- 
ment is  not  without  its  predictive  val- 
ue: of  the  51  funds  that  ranked  "A"  or 
better  either  in  up  or  down  markets 
in  the  last  year's  Consistency  Ratings, 
a  total  of  34,  or  67%  of  them,  continued 
to  rank  "A"  or  better  this  year.  ■ 
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Send  for  this  new  United  Report... facts,  figures,  comparisons 

91  MUTUAL  FUNDS 


•  Reports  1 968  Results  for  the  first  half 

•  Shows  which  have  the  most  growth  since  1962 

•  Shows    Loading  Charges    and  Expense  Ratios 


Rates  the  performance  of  91  Funds  against 
each  other  and  the  Dow-Jones  Average 

Shows  actual  performance  of  "No-Load"  Funds 


Affiliated  Fund 
Amer.  Investors 
Axe-Houghton 
Bullock  Fund 
Channing  Fund 
Colonial  Funds 


Which  3  does  United  Favor? 

Here  is  just  a  partial  list  of  the  funds  included 


deVegh  Fund 
Diversified  Funds 
Drexel  Fund 
Dreyfus  Fund 
Energy  Fund 
Enterprise  Fund 


Fidelity  Funds 
Group  Securities 
Ivest  Fund 
Johnston  Fund 
Keystone  Funds 
Manhattan  Fund 


Mass.  Investors 
Nat'l  Securities 
One  William  St. 
Op'heimer  Fund 
Penn.  Sq.  Fund 
T.  Rowe  Price 


Putnam  Funds 
Scudder,  Stevens 
TV-Electronics 
United  Funds 
Value  Line  Funds 
Wellington  Fund 


SPECIAL  FEATURE  INCLUDED 


12  SO  CALLED  "GO  GO"  FUNDS 

What  is  their  5  year  record?  •    How  have  they  acted  since  year  end  1967? 


25  MOST  ACTIVE 


Buy?  Hold?  Sell? 


Facts,  figures,  analysis,  and  United's  latest  advice  on  each  stock 


Allis-Chalmers 
Amer.  Motors 
Amer.  Photocopy 
Amer.  Tel.  &  Tel. 
"Auto."  Sprinkler 


Benguet  Consol. 
Brunswick  Corp. 
Chrysler  Corp. 
Control  Data 
Eastern  Air  Lines 


Glen  Alden 
Gt.  Western  Fin. 
Gulf  &  Western 
Int'l  Paper 
Litton  Ind. 


McDonnell  Dougl. 
Monogram  Ind. 
Occidental  Petr. 
Pan  Am.  World  Air. 
Polaroid  Corp. 


Rexall  Drug 
Sperry  Rand 
Standard  Oil  (N.  J.) 
Teledyne,  Inc. 
Union  Carbide 


PLUS  A  GUEST  SUBSCRIPTION  TO  UNITED  REPORTS 


Stock  Market  Analysis  and 
Specific  Recommendations 
General  Business  Forecast 


United's  Supervised  List 
Buying  Advices  of  Other  Services 
Bonds  and  Preferred  Stocks 
. . .  and  much  more 


Stocks  To  Sell  or  Avoid 
New  Product  Studies 
Views  of  Leading  Authorities 


MAIL  POSTPAID  AIRMAIL  CARD  TODAY!  SEND  NO  MONEY  .  .  .  WE  WILL  BILL  YOU 
If  the  card  has  already  been   removed,   simply   drop   us   a   postcard   at  Dept.  FM42 

UNITED  Business  &  Investment  SERVICE 

210  NEWBURY  STREET,  BOSTON,   MASSACHUSETTS  02116 
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252nd  COMMON  DIVIDEND 

A  regular  dividend  of  Forty- 
seven  and  One-half  Cents 
(47 '/20)  per  share  has  been 
declared  upon  the  Common 
Stock  of  The  American 
Tobacco  Company,  payable 
in  cash  on  September  3, 1968, 
to  stockholders  of  record 
at  the  close  of  business 
August  9,  1968.  Checks  will 
be  mailed. 

C.  A.  Mehos,  Treasurer 
July  30, 1968 


JlMjJE**, 


Products  of  (Jne/  <J¥rri£AAJZ<zn'  UvvcuejZfr-XjOTripjimJf' 

AMn  ci  iQCini ADirc  &  <s 


AND  SUBSIDIARIES 
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GROUP  OF  MUTUAL  FUNDS 

for  growth  possibilities 

□  FIDELITY  TREND  FUND 

□  FIDELITY  CAPITAL  FUND 

□  DOW  THEORY  INVESTMENT  FUND 

for  growth  possibilities  and  income 
D   FIDELITY  FUND 

for  income 

D  PURITAN  FUND 

□  EVEREST  INCOME  FUND 

Free  Prospectus  available  from  your  investment  dealer  or  check  fund(s)  above 

and   send  this  coupon    to:    Dept.  FO, 

THE   CROSBY   CORPORATION,    225   Franklin    St.,    Boston,    Mass.    02110 

Name 


Addres 


City. 


-State- 


.Zip  Code. 


Trends 

&  Tangents 

(Continued  from  page  10) 

Grow-lt-Yourself 

\  It  would  seem  that  the  Age  of  the 
Can  Opener  has  finally  come  full 
cycle.  Now  you  can  buy  from 
Campbell  Soup  a  can  of  soil  con- 
taining tomato  seeds,  add  water  and 
grow  your  own  tomatoes.  There  is 
even  a  guarantee  that  you  won't  get 
any  fewer  than  five  tomatoes  for 
your  35  cents.  "People  have  been 
getting  as  many  as  24  tomatoes," 
says  one  Campbell  spokesman  who 
sees  no  inconsistency  in  a  canned 
soup  outfit  encouraging  gardening. 

No  Fun  in  the  Sun 

The  boom  on  Wall  Street  has  cre- 
ated a  labor  shortage  in  New  York's 
securities  houses,  but  it's  even  worse 
in  the  California  brokerage  business. 
"All  we're  interviewing  out  there," 
says  Robert  Cuddy,  manager  of  pro- 
fessional employment  for  Bache  & 
Co.,  "are  runaways,  would-be  movie 
stars,  surf-boarders  and  college  and 
family  drop-outs.  It's  the  runaway 
state."  Cuddy  says  that  for  every 
man  he  hires  on  the  Coast  he  must 
interview  40  applicants,  compared 
with  20  in  New  York.  Part  of  the  I 
attraction  for  the  fun-loving  types 
may  be  that  California  brokers,  be- 
cause of  the  time  difference,  can 
knock  off  at  2  p.m.  The  trouble  is, 
they  must  be  at  work  by  7  a.m. 


i 


WASHINGTON 


Double  Tax 

Electric  utilities  are  lining  up  to' 
obtain  permission  to  pass  along  the 
10%  surtax  to  customers  as  part  of, 
the  electricity  bill.  The  Florida  Util-. 
ities  Commission  has  already  ruled 
that  two  utilities  can  pass  along  the 
tax.  Carolina  Power  and  Light  Co. 
has  also  filed  with  its  commission 
for  a  rate  increase  to  cover  the  tax 
In  1964,  these  regulatory  agencie: 
made  them  pass  the  benefit  of  tan 
cut  to  customers.  On  the  other  hand  ' 
the   Alabama   Commission   has  re 
fused  an  Alabama  Power  Co.  re  I 
quest  for  a  rate  increase  and  Yirgini.  'i 
Electric  Power  Co.,  on  its  own,  say  1 
it  will  try  to  absorb  the  new  tax. 

Costly  Float 

The  Navy  is  underwriting  a  $-4 
million  "float"  trip  for  Grumman  Aii  I 
craft  Engineering  Corp.  The  "tripl 
involves  a  Grumman-built  middle 
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depth  submarine  that  will  drift 
^long  with  the  Gulf  Stream,  sub- 
merged, from  Florida  up  to  Massa- 
chusetts early  next  year.  The  sub, 
called  Ben  Franklin,  will  be  piloted 
by  Dr.  Jacques  Piccard,  the  Swiss 
scientist,  whose  various  Jules  Verne- 
type  craft  have  reached  record 
ocean  depths.  Piccard.  now  a  con- 
sultant with  Grumman,  in  testimony 
before  a  Congressional  committee, 
insisted  that  the  ocean  is  the  next 
billion-dollar-business  frontier  and 
that  "expenditures  equaling  those  of 
\  \SA  .  .  .  are  justified." 

No  Thanks 

A  Federal  Power  Commission 
economist  says  that  utilities  are 
now  "staying  away  from  the  money 
market  in  droves,"  waiting  to  get 
expected  lower  interest  rates  later 
this  year  and  early  next  year.  This 
abstention  from  borrowing,  FPC 
sa\  s,  is  in  itself  a  factor  that  is  help- 
bg  to  push  interest  rates  down. 


OVERSEAS 


Lining  Up 

The  fact  that  Germany  lias  no 
payments  deficit  and  therefore  can 
export  capital  has  not  been  lost  on 
nternational  borrowers.  World 
3ank  head  Robert  S  \1<  Vimara  in 
une  called  Germany  "a  more  and 
nore  important  capital  lender  in 
he  world."  The  World  Bank  had 
ust  received  a  loan  of  400  million 
Deutsche  marks,  and  McNamara 
vas  asking  for  more.  Apart  from 
he  World  Bank,  there  are  dozens 
if  other  foreign  institutions  i  ,  g 
he  Inter-American  Hank  of  Devel- 
opment), cities  (Kobe  and  Helsinki) 
nd  nations  (Mexico  and  New  Zetl- 
and) standing  in  line  for  loans  from 
0  million  to  100  million  marks, 
ays  Walter  Hesselbach,  president 
f  a  big  Frankfurt  bank:  "With 
xpqrts  of  marks,  we  also  let  off  ex- 
essive  steam." 

\loth  Worlds 

\  With  an  estimated  $300  million  of 
[luropean  money  flowing  into  U.S. 
Mutual    funds    last   year   (Forbes, 
\me  1 ) ,  some  fund  managers  are 
1  lying  to  take  advantage  of  the  for- 
l»gn  buying  spree  by  pushing  their 
'  pares  abroad.  But  others  are  setting 
>  jp  special  funds  overseas.  By  setting 
ip  an  off-shore  mutual  fund  in  Ber- 
muda, Nassau,  Panama  or  the  Jer- 
ry Islands,  a  fund  sponsor  can  issue 
tore  than  one  classification  of  stock 
id  set  aside  some  shares  for  him- 
;lf,  something  that  he  cannot  do 
ith  a  fund  set  up  in  the  U.S.  ■ 


Should  you  move  from 
stocks  to  strong  mutual  funds? 

WHICH  3  of  these  popular 

NO-LOAD 
FUNDS 

(no    broker   tee) 

are  moving  far  in  front  of  other  mutual  funds? 


—  AMERICAN  INVESTORS 

—  JOHNSTON  FUND 

-NEW  HORIZONS 

—  OREXEL  EQUITY 

— LOOMIS  SAYLES  CAP. 

-ONE  WILLIAM  ST. 

—  ENERGY  FUND 

-MATES  FUND 

—  PENNSYLVANIA 

— HUBSHMAN  FUND 

—MATHERS  FUND 

— SCUDDER  SPECIAL 

—  IVY  FUND 

— NEUWIRTH  FUND 

—STEIN  ROE  STOCK 

AGGRESSIVE 

GROWTH 

FUNDS 

REPORT 


SPECIAL  SURVEY  OF  SELECTED  NO-LOAD  FUNDS 

No-load  funds  charge  you  no  commission  on  your  purchases  or  sales.  AGFR 
Survey  covers  ten  selected  no-load  funds  of  which  three  are  far  outpacing 
the  entire  mutual  fund  market. 


CURRENT    AGFR    REPORT 

Each  of  28  high-performance  funds  are  continuously  rated  each  month.  You 
receive  concise,  unbiased  information  on  important  actions  within  these  dynamic 
new-breed  mutual  funds.  Each  month  you'll  stay  abreast  of  the  mutual  fund 
market  with  this  profitable  guide  to  investment. 

NOW...  BOTH  FOR  JUST  $1.00 


AGFR  is  a 

completely 

unbiased 

monthly 

newsletter 

keeping  you 

abreast  of 

important 

changes  in  28 

fast  growing 

funds. 


Chas.  H.  Thomas  Co.  Dept.  F-5 

P.O.  Box  667 

Los  Altos,  Calif.  94022 

Gentlemen:  I  enclose  $1.  Please  send  me  Current  AGFR 

Report  plus  survey  of  10  NO-LOAD  FUNDS  that  are 

equalling  the  28-Fund  AGFR  average. 


Name_ 


Address. 

City 

State 


Zip. 
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T.ROWE  PRICE 
GROWTH  STOCK 
FUND,  INC. 

I.  1950 

A  NO-LOAD  FUND 

Investing  in  stocks 

carefully  selected  for  long  term 

growth  possibilities 

Individuals  &  institutions 
are  invited  to  request  free  prospectus 

NO  SALES  CHARGE 

Self-Employed 

Retirement  Plan 

(Keogh  Act) 

Available 


|    T.  Rowe  Price  Growth  Stock  Fund, 

I    One  Charles  Center,  Dept.  B 
Baltimore,  Md.  21201  Phone  (301)  539-1992 

I  Address 
rip 


YES... 

every  dollar  you  invest 

is  invested  for  you 

at  net  asset  value  without 

salesmen's  fees 
and  redemption  charge. 

A  BEACON  HILL 
-ft MUTUAL  FUND 

a  no-load  growth  fund 

75  Federal  St.,  Boston,  Mass.  02110 
Please  send  me  Prospectus  and  full  infor- 
mation including  Dividend  Reinvestment 
and  Periodic  Purchase  Plan.     F 


address  

city  &  state 


MARKET  TIMING  and 
STOCK  SELECTION 

by  POINT  and  FIGURE  technique 

This  method  oi  market  analysis  builds  your 
independent  judgment  in  helping  to  select 
the  right  stocks  at  the  right  time.  Widely 
used  by  professional  traders  and  investors 
in  their  market  operations. 

FREE  ON   REQUEST 

Literature  on  Figure  Charts  of  Stocks  and 
Commodities  ...  a  daily  or  weekly  price 
change  service  .  .  .  and  instruction  material. 
All  will  be  sent  free  on  request.  Just  write 
for  Portfolio  F-99. 

MORGAN,    ROGERS   &    ROBERTS,    Inc. 
150   Broadway     •      N-w  York   38,   N.Y. 


READERS  SAY 


(Continued  from  page  11 ) 
Sib:  Your  type  of  shallow  thinking 
probably  makes  the  Communist  Party  sit 
back  in  gleeful  silence.  Think  twice  before 
preparing  any  kind  of  master  list  which 
the  Communists  could  use  in  the  future  in 
the  U.S. 

—  GlFFORD  E.  RUNYON 

Scottsdale,  Ariz. 

Sir:  Nearly  every  family  in  the  West 
will  have  at  least  one  shotgun  for  bird 
hunting,  rifles  for  deer  and  elk  hunting. 
The  only  trouble  we  have  with  shootings 
is  in  big-game  hunting,  when  some  city 
dude  comes  out  and  gets  boozed  up  and 
can't  tell  a  man  from  an  animal.  Regis- 
tering and  licensing  guns  would  create 
another  bureau  and  more  taxes  to  pay  for 
overburdened  people. 

— C.C.   Wyckoff 
Wallowa,  Ore. 

Encouraging 

Sir:  Your  Aug.  1  Side  Lines  article  on 
MRA  consultants  [in  the  New  York  ghetto] 
is  the  most  practical,  down-to-earth,  and 
encouraging  approach  to  involvement  and 
the  channeling  of  "effective  money"  I've 
seen  to  date. 

—Robert  D.  Johnson 

Corporate  Training  Manager, 

Mack  Trucks,  Inc. 

Allentown,  Pa. 

Energy 

Sir:  An  unlimited  source  of  energy— the 
sun  .  .  .  (Forbes,  July  15,  p.  13}  A  con- 
cept for  a  satellite  to  absorb  solar  energy, 
convert  it  to  electric  energy,  and  by  means 
of  microwaves  transmit  it  to  an  earth  re- 
ceiving station.  The  technology  required 
is  nearly  at  hand. 

—Peter  E.  Glaser 

Arthur  D.  Little,  Inc. 

Cambridge,  Mass. 

David  &  Goliath 

Sib:  In  highlighting  the  differences 
among  funds  size-wise  ("So  You  Want  to 
Start  a  Mutual  Fund"  Forbes,  ]une  15),  I 
feel  that  you  did  a  grave  injustice  to  Afu- 
ture  Fund,  Inc.  In  your  journalistic  zeal 
you  emphasized  and,  incidentally,  dis- 
torted the  negative  aspects  of  our  en- 
deavor. For  example,  no  mention  was  made 
of  the  fact  that  from  Mar.  1,  1968,  shortly 
after  the  fund  went  public,  to  June  7, 
1968,  the  fund's  net  asset  value  per  share 
increased  33%,  which  compares  with  a  15% 
increase  in  the  Standard  &  Poor's  425  in- 
dustrials. 

It  would  seem  to  me  that  Forbes  maga- 
zine has  a  moral  and  ethical  obligation 
to  the  financial  community  to  protect  and 
preserve  our  competitive  and  capitalist 
system.  Some  years  ago  David  slew 
Goliath. 

—Edward  A.  Wilson 

President, 

Afuture  Fund,  Inc. 

Drexel  Hill,  Pa. 


BEFORE  YOU  INVEST 
IN  MUTUAL  FUNDS 

WHY  NOT 
ASK    YOUR    INVESTMENT   DEALER   ABOUT 

KEYSTONE 


Keystone  S-4  is  for  the  invest- 
or who  seeks  higher  than 
average  capital  growth  possi- 
bilities, through  professionally 
selected  speculative  stocks, 
and  who  is  willing  to  assume 
higher  than  average  risks. 

FOR  FREE  PROSPECTUS 

Mail  coupon  below  to  Dept.  G~79 

THE  KEYSTONE  COMPANY 

50  CONGRESS  ST..  BOSTON,  MASS.  02109 

Name 

Address . 


crowth 
industry  ^ 
Shares, 
inc. 


Since  1946 


A  MUTUAL  FUND 

INVESTING  IN 

GROWING  COMPANIES 


You  Buy  Direct 

GIS  has  no  salesmen  . . . 
pays  no  commissions 

Prices:  Net  Asset  Value  per  share  plus 
3%  on  investments  under  $2000,  reduc- 
ing to  1%  on  $25,000  or  more. 


Mail  coupon  below  for  copy  of  prospectus. 


Growth  Industry  Shares, Inc., Room  1018 
6  N.  Michigan  Ave.,  Chicago,  III.  60602 


City 


AGGRESSIVE 
INVESTMENT  ACCOUNTS 

managed  personally  by  our  Partner 

John  W.  Schulz 

minimum  $50,000  buying  power 

Wolfe  &  Co. 

Members  New  York  Stock  Exchange 
120  Broadway,  N.  Y.  10005 


|T«HD 


8.VALU 
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No  Passengers,  Please 

Sir:  I  oppose  a  very  significant  part  of 
our  space  program  [but]  I  do  nor  oppose 
satellites  or  unmanned  space  probes.  In 
fact,  the  money  spent  for  this  should  be 
greatly  increased,  especially  the  basic  re- 
search into  other  forms  of  propulsion  than 
the  giant  firecrackers  in  use  today.  The 
nearest  Solar  System  to  our  own  is  Alpha 
Centauri,  some  four  light  years  from 
Earth,  not  far  as  space  is  measured,  but 
transposed,  it  would  take  100,000  years 
at  25.000  miles  per  hour  to  get  there. 
There  is  no  way  around  this  barrier,  no 
way  to  alter  the  speed  of  light  and  no  way 
to  attain  this  speed.  Man  is  a  detriment 
rather  than  an  asset  on  any  space  journey. 
I  believe  a  more  meaningful  program 
would  be  to  expand  basic  research,  in- 
■nsase  the  number  of  space  probes  and 
confine  the  manned  part  of  the  program  to 
the  hostile  atmosphere  of  the  sea,  quite 
similar  in  many  ways  to  the  hostile  at- 
mosphere of  spate. 

— S.  P.  Antine,  President, 

Spaco  Products,  Inc. 

Cleveland,  Ohio 


Out  of  Focus 

Sir:  There  is  one  point  I  would  like  to 
clarify  in  "The  Case  for  Space"  (  Forbes, 
July  1 ) .  The  caption  on  page  6 1  below 
the  picture  of  the  RCA  camera  [gives]. 
I'm  afraid,  the  erroneous  impression  that 
I  developed  the  camera.  In  fact,  it  was  il<- 
veloped  at  the  Laboratory  by  the  Instru- 
mentation Section  of  the  Space  Science 
Division. 

—  \\  n  i  i  wi  1 1    I'kki  RING,  Director, 

Jet  Propulsion  Laboratory 

Pasadena,  Calif. 

In-Law  Trouble 

Sir:   In  the  July  1  issue  on  page  114, 
Dr.  T.  O'Connor  Sloanc  was  not  a  son-in- 
law  of  Thomas  A.  Edison,  but  the  father 
i  his  son-in-law. 

—David  Crecc: 
St.  Michaels,  Md. 

Physical  Telepathy? 

,    SiH:   Please  name  two  or  three  of  the 
bther  kinds  of  telepathy  (Forbes,  Juli/  1, 

mil). 

—Frank  C.  Brooks 

Brooks,  Montgomery  &  Matthews 

Dallas,  Texas 

Zan  Words  Kill? 

!  Sir:  If  history  records  that  this  decade 
jaw  the  final  slaughter  of  capitalism,  it 
vill  also  record  that  the  axe  was  swung 
Dv  political  conservatives,  most  business- 
men, and  the  editors  of  Forbes.  You 
cted  irresponsibly  in  branding  Blue  Chip 
jitamp  Co.  "one  of  the  neatest  monopolies 
■round."  The  careless  use  of  the  word 
'monopoly"  is  burying  capitalism. 

—David  R.  Camp 
Vestal,  NY. 


Do  You  Qualify 

For  Our  Special  Kind 

of  Professional 

Investment 
Management? 


TAKE  THIS  BRIEF  TEST  AND  SEE. 
IT  COULD  ENHANCE  YOUR 
ENTIRE  FINANCIAL  FUTURE. 


1.  You  are  vitally  interested  in  accumu- 
lating wealth  for  retirement,  travel, 
children's  education,  your  own  per- 
sonal objectives  or  simply  to  combat 
inflation. 


Yes  □ 


No  □ 


2.  By  necessity,  most  of  your  waking 
hours  are  involved  in  thinking  about 
your  occupation,  business  or  profes- 
sion, leaving  relatively  little  time  for 
investment  planning. 


Yes  □ 


No  □ 


3.  You  recognize  that  full-time  profes- 
sionals backed  by  complete  research 
facilities,  "3rd  generation"  computers 
and  decades  of  intensive  market  ex- 
perience, are  probably  better  equipped 
to  help  fulfill  your  investment  goals, 
than  you  are,  "going  it  alone." 


Yes  □ 


No  □ 


4.  You  agree  with  an  investment  philoso- 
phy which  seeks  to  concentrate  funds 
in  companies  that  are  growing  faster 
than  our  economy. 


Yes  □ 


No  □ 


5.  You  appreciate  that  there  are  risks 
and  no  guarantees  in  investing  in  com- 
mon stocks,  yet  realize  it  is  one  of  the 
few  remaining  ways  you  may  accumu- 
late wealth  under  today's  conditions. 


Yes  □ 


No  □ 


6.  You  would  be  interested  in  a  manage- 
ment program  for  your  account  of 
$5,000  or  more  at  a  surprisingly  mod- 
est fee,  especially  since  you  may  have 
been  under  the  impression  that  invest- 
ment management  was  reserved  only 
for  the  very  wealthy. 


Yes  □ 


No  □ 


7.  As  a  good  business  manager  you  have 
the  temperament  that  will  allow  you 
to  delegate  responsibility  for  making 
investment  decisions  on  your  behalf  to 
experienced  investment  managers. 


Yes  □ 


No  D 


8.  You  would  like  more  specific  informa- 
tion about  Spear  &  Staffs  Decision 
Management  Plan  such  as:  How  your 
account  would  be  managed;  how  trans- 
actions are  carried  out;  how  quickly 
you  can  get  extra  funds  from  your  ac- 
count; what  kind  of  records  you  will 
receive;  how  dividends  are  handled; 
how  you  can  arrange  for  regular  with- 
drawals; how  you  add  to  your  ac- 
count; where  your  stock  certificates 
are  kept;  management  fees  and  other 
details. 


Yes  □ 


No  □ 


If  you  answered  "YES"  to  most  of  these 
statements,  your  next  logical  step  is  to 
send  for  our  32-page,  fact-filled  booklet, 
"Declare  Your  Own  Dividends."  Use  the 
coupon  below  to  receive  it  at  no  cost 
or  obligation. 


SPEAR  &  STAFF,  INC.  oePt.  mfsis 

Investment  Management  Div. 
Babson  Park,  Mass.  02157 

Please  send  your  booklet  "Declare  Your  Own  Dividends" 
without  cost  or  obligation. 


OWN 
DiV'DEND.S 


AH^rpsc 

(please  print) 

/    «2S.        j 

City 

S#9*P 

Zip 
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«jM^  Investments  Geared  to  America's  Future 

% JOHNSTON 

MUTUAL  FUND 

for  investors  seeking  possible  growth 
of  capital  and  income 

A  NO-LOAD  FUND 

No  Redemption  Charge 
Systematic  Investment  Plan 

NO  SALES  CHARGE 

Self-Employed  Retirement  Plan 
Available  (KeoghAct) 

Mail  Today  For  Free  Prospectus 


The  Johnston  Mutual  Fund  Inc. 

230  Park  Ave.,  N.Y.C.  10017    Dept.  C 

Phone:  (212)  679-2700 

NAME 


ADDRESS. 


COMMODITY     TRADERS! 

Send  $1  for  chart  and  next  5  issues  of 

COMMODEX 

Alerl  traders  look  to  COMMODEX  for  needed  dailj 
technical  Information.  They  know  that  COMMODEX  is 
the  onl  rmai]    trend  and  dally  Indices 

»f  fast-moving  futures  markets  after  each  day's  close. 
COMMODI  K  '..  .illy  -1)111  '  and  "sell"  signals  in 
trains  copper,    silver. 

bellies,  i  tc  .  with  amazing      curai      COMMODEX  8- 
help  you   time    row    trades   with   greater 
confid. ,  i  >]  today  for  5-day  trial. 


MANAGED  ACCOUNTS — Personal  management  un- 
der   lln  I  I    ati j    is   available   for 

mires    The  so- 

llcltatl il 

lea  of  which  nuv  be  ol 
from  ( in-  undersigned  where- 

in the  undersigned  i-  nol   legallj   qualified, 

COMMODITY   FUTURES    FORECAST 

90  W.  B'way,  New  York  7,  BA  7-6484 


COMMODEX 

90  West  Broadway,  New  York  7,  BArclay  7-6730 


PORTEC 

Formerly  1 1~|  Q 

Poor  &  Company 


Manufacturers  of  railway  equip- 
ment products,  steel  forgings  and 
castings,  pit,  quarry  and  road  build- 
ing machinery,  stitched  canvas  and 
woven  belting. 

DIVIDEND  NOTICE 

The  Board  of  Directors  of 
Portec  inc.  declared  a  quar- 
terly dividend  of  30  cents  per 
share  on  the  common  stock 
payable  September  1,  1968  to 
stockholders  of  record  at  the 
close  of  business  August  2, 
1968. 

A.  J.  FRYSTAK 

Vice  President 

&  Secretary 

July  24,  1968 


Improvement  or  Change? 

Sir:  The  news  item  pertaining  to  the 
adoption  of  the  metric  system  (Forbes; 
July  15,  p.  8)  brings  up  old  memories.  It 
is  too  bad  that  it  was  not  adopted  years 
ago.  But  as  an  old-timer  who  can  look 
back  over  50  years  experience  in  machin- 
ing, tooling  and  engineering,  I  fail  to  see 
that  the  metric  system  possesses  any  mer- 
its that  would  warrant  its  adoption  today, 
and  I  wonder  if  its  proponents  are  not 
well-meaning  souls  who  cannot  see  the 
difference  between  making  an  improve- 
ment and  making  a  change. 

— HjALMAR  T.   LUNDQUIST 

Kennett  Square,  Pa. 

Snoring 

Herewith,  from  the  many  received,  a 
selection  of  cures  for  snoring  (Forbes, 
June  15,  p.  14): 

Sir:  ...  all  I  do  is  nudge  (my  hus- 
band )  a  few  times  until  he  rolls  over  on 
his  stomach. 

—Mrs.  M.  DelGuercio  Sr. 
Hammonton,  N.J. 

Sir:  See  a  good  ethical  hypnotist  in  your 
area  and  I  guarantee  he  can  help  you. 

— S.  Rodriquez 
Tampa,  Fla. 

Sir:  Fasten  a  tennis  ball  to  your  pa- 
jamas between  the  shoulder  blades.  You 
won't  snore  when  you  sleep  on  your  stom- 
ach and  you  won't  sleep  when  you  turn 
over  with  the  tennis  ball  on  your  back! 

— F.W.  von  Meister 
Peapack,  N.J. 

Sir:  I  sleep  in  the  next  room  so  I  can't 
hear  myself. 

— Adolph  F.  Dauber 
Largo,  Fla. 

Sir:  I  use  half-inch  air- vent  tape  ap- 
proximately 1!»  inches  long  and  tape  my 
upper  and  lower  lips  together.  Should  your 
demand  for  air  become  greater  than  the 
nostrils  will  pass,  your  mouth  will  invol- 
untarily break  the  seal. 

—Herbert  S.  Malany 
Cincinnati,  Ohio 

Sir:  .  .  .  Just  have  your  surgeon  re- 
move your  larynx. 

— Cmdr.  Frederick  D.  Powers 
Seal  Beach,  Calif. 

Sir:  ...  a  chin  strap  that  fastens 
around,  over  and  on  top  of  the  head. 

—Mrs.  W.W.  McKeown  Jr. 
Salem,  Ohio 

Sir:    .  .  .  stop  sleeping. 

—Bill  Henderson 

Brokerage  Manager, 

Occidental  Life  Insurance  Co. 

of  Calif. 

Dallas,  Tex. 

Sir:  It's  the  sweetest  music  in  the 
world.  Ask  any  widow. 

—Mrs.  John  C.  Hathaway 
St.  Clair  Shores,  Mich. 


For  Free  Prospectus 
on  Gibraltar 
Growth  Fund 
(No  Load) 
mail  coupon 


Gibraltar  Growth  Fund  is  a  no  load 

leveraged  fund  which  seeks  possible 

capital  appreciation. 

It   is   designed   for   growth-oriented 

investors  who  can  assume  the  risks 

inherent  in  an  aggressive  investment 

policy. 

There  is  a  one  percent  redemption 

fee. 


Gibraltar  Growth  Fund 

P.O.  Box  7171,  2455  E.  Sunrise  Blvd. 

Fort  Lauderdale,  Florida  33304 

Please  send   me  fund  prospectus  without 

cost  or  obligation. 

Name 


Address^ 
City 


State. 


-Zip 


F8-15 


/ 


NEUWIRTH  FUND,  INC. 


No  Sales  Charge  •  No  Redemption  Charge 

NO  LOAD 

Investment  Objective: 
To  Seek  Maximum 
Possible  Growth 
of  Capital 

Neuwirth  Fund  Inc. 

East  Brunswick  Professional  Park 
East  Brunswick,  N.  J.  08816  I 

(201)247-6100  | 

Please  send  free  prospectus  and  report  i 


I  City Slate Zlp_ 
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SOUTHERN 

NATURAL  GAS 

COMPANY 

Birmingham,  Alabama 

Common  Slock  Dividend  No.  118 

A  regular  quarterly  dividend  of  35 
cents  per  share  has  been  declared 
on  the  Common  Stock  of  Southern 
Natural  Gas  Company,  payable 
September  13,  1968  to  stockholders 
of  record  at  the  close  of  busi- 
ness on  August  30, 1968. 

PETER  C    SMITH 

Vice  President  and  Secretary 

Dated:  July  26,  1968 
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Maybe  she  will. 
Maybe  she  won't. 

And  maybe  you  won't  know 
until  it's  too  late.  For  both  of 
you.  Drive  defensively. 

Watch  out  for  the 
other  guy.  (or  gal) 


Published  to  save  lives  in  cooperation  with 
The  Advertising  Council  and  The  National  Salety  Council. 
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DIVIDEND  NOTICE 

More  than  765,000  owners  of 
Standard  Oil  Company  (  New 
Jersey)  will  share  in  the  earn- 
ings of  the  Company  by  a  divi- 
dend of  90C  per  share  declared 
July  25.  1968  and  payable  Sep- 
tember 10,  1968  to  shareholders 
of  record  August  8,  1968. 

1968  is  the  86th  consecutive 
year  in  which  cash  dividends 
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THOUGHTS... 


ON  THE 
BUSINESS  OF  LIFE 


Every  man  has  within  himself  a 
continent  of  undiscovered  character. 
Happy  is  he  who  proves  the  Columbus 
of  his  soul.  -Goethe. 


Nothing  is  at  last  sacred  but  the  in- 
tegrity of  our  own  mind. 

—Ralph  Waldo  Emerson. 


Integrity  without  knowledge  is  weak 
and  useless,  and  knowledge  without  in- 
tegrity is  dangerous  and  dreadful. 

—Samuel  Johnson. 


Every  animal  esteems  itself. 


The  latter  part  of  a  wise  man's  life 
is  taken  up  in  curing  the  follies,  prej- 
udices and  false  opinions  he  contracted 
in  the  former.        —Jonathan  Swift. 


Some  men  are  just  as  firmly  con- 
vinced of  what  they  think  as  others  are 
of  what  they  know.  —  Aristotle. 


Tis  with  our  judgments  as  our 
watches,  none  go  just  alike,  yet  each 
believes  his  own.  —Alexander  Pope. 


Ignorance  and  impudence  always  go 
together;  for  in  proportion  as  we  are 
unacquainted  with  other  things,  must 
we  feel  a  want  of  respect  for  them. 

—William  Hazlitt. 


-Cicero. 


B.  C.  FORBES 

Your  success  depends  upon 
you.  You  must  make  your  own 
decisions.  You  must  abide  by 
the  consequences  of  your  acts. 
You  may  have  spread  before 
you  the  wisdom  of  the  ages,  but 
unless  you  assimilate  it  you  de- 
rive no  benefit  from  it.  You  are 
the  creator  of  your  own  person- 
ality. You  have  to  write  your 
own  record.  You  have  to  be  you. 


Humanity  is  alone  real;  the  individ- 
ual is  an  abstraction. 

— Auguste  Comte. 


Nature  has  given  to  us  the  seeds  of 
knowledge,  but  not  knowledge  itself. 

—Seneca. 


Let  men  decide  firmly  what  they 
will  not  do,  and  they  will  be  free  to  do 
vigorously  what  they  ought  to  do. 

— Mencius. 


It  is  costly  wisdom  that  is  bought 
by  experience.  Learning  teacheth  more 
in  one  year  than  experience  in  20. 

—Roger  Ascham. 


Experience  is  of  no  ethical  value;  it 
is  simply  the  name  we  give  our  mis- 
takes. It  demonstrates  that  the  future 
will  be  the  same  as  the  past. 

—Oscar  Wilde. 


Great  is  wisdom;  infinite  is  the  value 
of  wisdom.  It  cannot  be  exaggerated; 
it  is  the  highest  achievement  of  man. 
—Thomas  Carlyle. 


Life  cannot  exist  without  a  certain 

conformity  to  the  surrounding  universe. 

—Thomas  Huxley. 


Making  myself  known  is  not  what  is 
uppermost  in  my  mind.  I  am  aiming  at 
something  better:  to  please  myself. 

— Gustave  Flauhert. 


The  chief  aim  of  wisdom  is  to  enable 
one  to  bear  with  the  stupidity  of  the 
ignorant  -Pope  Xystus. 


Experience  without  learning  is  better 
than  learning  without  experience. 

-H.  G.  Bohn. 


If  a  plant  cannot  live  according  to 
its  nature,  it  dies;  and  so  a  man. 

—Henry  David  Thoreau. 


Singularity  in  the  right  hath  ruined 
many;  happy  those  who  are  convinced 
of  the  general  opinion. 

—Benjamin  Franklin. 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book  at 
$5.95.  Send  check  and  order  to: 
Forbes  Inc.,  60  Fifth  Avenue,  New 
York,  NY.  10011.  (Sales  tax:  New 
York  City,  add  5%;  other  Netc  York 
State,  2%  to  5%  as  required.) 


Man  really  kn  hing  save  what 

he  has  learned  by  his  own  experience. 

-Cristoph  M.  Wieland. 


A   moment's   insight    is   sometimes 
worth  a  life's  experience 

—Oliver  Wendi  i      Holmes. 


A.  Text ... 


Sent  in  by  Florence  Peck,  Parlin, 
\  I  What's  your  favorite  text  ? 
The  Forbes  Scrapbook  of  Thoughts 
on  the  Business  of  Life  is  pre- 
seated   to  senders  of  texts  used. 


Mark  the  perfect  man  and  behold  the 
upright:  for  the  end  of  that  man  is 
peace.  —Psalm  37:37 
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Celanese  is  in  gas  and  oil 


exploration,  drilling,  refining  and  marketing 


In  1964,  Celanese  entered  the  petro- 
leum busin'  s  through  the  acquisition 
of  Champlii.  Petroleum  Company  of 
Fort  Worth,  '  vas.  In  1967,  Celanese 
acquired  the  5b,  0  barrel  a  day  Pontiac 
refinery,  which  is  managed  by  Champlin. 
Champlin  and  Pontiac  now  have  a 
combined  refining  capacity  of  89,000 
barrels  a  day.  Champlin  operates  1200 
service  stations  and  bulk  depots  in  the 
Great  Plains  area.  These  facilities  are 


backed  up  with  an  aggressive  explora- 
tion and  development  program  and  a 
network  of  pipeline  and  other  distribu- 
tion facilities. 

Champlin  fits  well  into  the  Celanese 
program  for  long  term  growth  and 
diversification.  It  is  a  sound,  well- 
managed,  profitable  operation  in  its 
own  right.  Its  exploration  activities  and 
reserves  provide  a  base  for  Celanese' 
future  hydrocarbon  requirements.  And 


its  substantial  refining  capacity  pro 
vides  the  corporation's  chemical  com 
pany  with  additional  product  lines  anc 
future  feedstock  options. 

Celanese  currently  operates  mon 
than  100  plants  in  27  ^^^^ 

countries  producing         ^0       ^ 
fibers,  plastics,  chem- 
icals,  coatings   and 
forest   products   as 
well  as  petroleum.  CELANESE 
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What's  new  at  Warner  &  Swasey 


18  new  product  lines  added  by  purchase  or  major 
change  and  improvement,  in  the  last  five  years  —  to 
help  industry  do  more  things  better,  faster,  at  less  cost 
—  that  is  —  fight  inflation  and  increase  profits. 

Here  they  are  — 


Beller  Steel  Company 

of  Canada  — 

logging  machinery. 


Lima  coil  conversion 
equipment. 


Balas  collets  and  tools. 


Hydraulic  cranes. 


Haskell-Dawes 

heavy  duty  twisters 

for  cordage  and  wire. 


Wiedemann  tape  controlled 

turret  presses  and 
mechanical  testing  machines. 


Manchester  cutoff  and 
grooving  tools. 


New  telescoping  boom 
excavating  machines. 


Machines  which  cut,  trim, 

de-bark  trees  for 

pulpwood  industry. 


New  scientific  instruments 

such  as  this  Rapid 

Scanning  Spectrometer. 


Material  handling  loader 
and  lift  truck. 


Electronic  readout  device 

which  monitors  a  machine's 

operation  during  use. 


Numerically  controlled 
positioning  table. 


Lahr  triple-spindle  tape- 
controlled  gun  drill. 


Three  new  sizes  of 
automatic  turret  lathes. 


Permanent  tooling  concept 

for  numerically  controlled 

turret  lathes. 


Higher  production 
textile  Pin  Drafter. 


Automatic  machine 
cleaning  system  for 
textile  Pin  Drafter. 


These  18  additions  or  major  improvements  are  typical  of  what  is  going  on  at 
Warner  &  Swasey  today.  For  more  information  about  any  of  them,  and  what 
they  signify,  write  Warner  &  Swasey,  5701  Carnegie  Avenue,  Cleveland, 
Ohio  44103. 

YOU  CAN  PRODUCE  IT  BETTER,  FASTER,  FOR  LESS  WITH  WARNER  &  SWASEY  MACHINE   TOOLS,  TEXTILE  MACHINERY,  CONSTRUCTION  EQUIPMENT 


WARNER 
SWASEY 

Cleveland 

PRECISION 
MACHINERY 
SINCE  1880 
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Energy,  to  i 

the  world ...  to  power  industry.  Gigawatts  for  megalopolis.  And  the  best  hope  for  quenching  tl 
credible,  ever-increasing  thirst  for  energy  lies  in  the  nucleous  of  the  tiny  atom.  Crane  recognize  I 
a  quarter  of  a  century  ago  when  we  pioneered  the  use  of  stainless  steel  valves  for  nuclear  rea  I 
Since  then,  we've  designed  and  built  hundreds  of  special  valves,  plus  fittings  and  pumps  for  sco  1 
demanding  nuclear  applications.  Crane-Cochrane  water  treatment  systems  are  a  vital  part  of  ni ! 
power  plants  throughout  the  world.  And  Crane  research  is  nearing  breakthroughs  in  makin  1 
breeder-type  reactor  workable  (providing  more  usable  fuel  at  lower  cost)  with  a  sophisticated,  se;  < 
leakproof  liquid  sodium  pump.  Experts  predict  35%  of  America's  energy  will  be  nuclear-generat  I 
1 980!  Satisfying  the  need  for  power  is  a  growing  challenge.  But  as  the  challenge  grows,  so  grows  ( 


FLUID  CONTROL/WATER  TREATMENT/AIRCRAFT  &  AEROSPACE  /COMFORT  &  SANITARY  CONTROL 


CRANE 


300  PARK  AVENUE,  NEW  YORK, 
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GARFINCKEL,  BROOKS  BROTHERS,  MILLER  &  RHOADS   17 

With  a  little  prodding  from  Genesco, 
Washington's  swankiest  retailer  is  now 
looking  for  profits  as  well  as  prestige. 


STAUFFER   CHEMICAL 

Two  executives  were  vying  for  Stauffer's  top 
executive  spot.  Then  one  of  them  got  the  job. 


18 


AN  INTERVIEW  WITH  THEODORE  H.  MAIMAN  42 

A  scientist  turned  businessman,  the  inventor  of 
the  laser  suggests  that  businessmen  sometimes 
understand  business  no  better  than  scientists  do. 

HOOVER   CO.  46 

A  bitter  factional  dispute  over  the  com- 
pany's   direction    ended    just    in    time. 


LOADED   LAGGARDS:   1968  20 

Is    your    company's    stock    selling    below    book    value? 
These  days,  that  makes  you  a  prime  take-over  candidate. 


DEL  E.   WEBB   CORP. 

Who  nearly  wrecked  the  company?  That 
depends   on   whom   you   happen   to   ask. 
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A  series  of  recent   court  decisions   has   dras- 
tically changed  the  rules  for  U.  S.  businessmen. 

AMERICAN   HOME   PRODUCTS  37 

One  of  U.S.   industry's  great  growth   companies   is 
now  having  to  cope  with  the  problems  of  success. 
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Two  brothers,     two     companies,     two 
widely  divergent  corporate  strategies. 
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This  man's  plugged  into 
the  largest  information 
network  in  the  world. 

He  just  hasn't  learned 
how  to  use  it. 


See  that  black  instrument  on  his  desk,  covered  with 
paper?  He  thinks  that's  a  telephone. 

But  it's  much  more. 

It's  an  input  device  to  the  largest  information  network 
in  the  world.  The  Bell  System. 

Oscar  Mayer  &  Co.  rned  how  to  plug  their  computer 
into  the  network  to  speed  error-free  invoices  to  customers. 


Within  24  hours  after  delivery! 

Tower  Paint  Manufacturing  Co.,  Miami,  Fla.,  lean 
how  the  network  could  help  customers  get  informal 
without  waiting.  It  made  an  ambitious  twelve-store  ex 
sion  program  possible. 

Learning  how  to  use  the  network  even  made  it  ea 
for  H.  K.  Porter  Company,  Inc.  to  keep  track  of  36,< 


gm 


pXvMK 


V 
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s  in  seven  warehouses  and  eight  producing  plants, 
emember:  a  phone  is  just  a  phone  until  you  learn 
to  use  it.  That's  why  we  keep  a  man  on  our  payroll 
;d  a  Communications  Consultant.  You  can  reach  him 
)ur  Bell  Telephone  Business  Office, 
is  job— to  show  you  how  to  plug  into  the  world's 
sst  information  network. 


Looking  for  new  money? 


We  deliver. 


-  _.  ',  _■  ■  ■  ^>  -?-*"^>— %\. 


We  can  provide  your 
corporation  with  money  for 
the  long  haul,  or  the  short. 
For  today's  inventory.  Or 
tomorrow's  plans.  Wells 
Fargo's  staff  of  corporate 
financing  specialists, 
working  in  cooperation  with 
your  firm's  executives,  will 


tailor  a  program  to  meet  your 
specific  requirements. 
Perhaps  your  program  will 
call  for  speeding  customer 
payments  by  use  of  our  lock 
box  banking  service.  Or 
maybe  it  will  be  financing  for 
accounts  receivable.  Or  lines 
of  credit  for  current  needs 
and  future  expansion.  Or  our 
Equipment  Leasing  Service, 
which  enables  you  to  acquire 


and  use  equipment  without 
committing  large  sums  of 
money.  Thus  freeing  your 
capital  for  other  needs.  And 
there  are  dozens  of  other 
possibilities.  All  available  to 
be  developed  into  an 
imaginative  and  efficient 
program  for  you. 


So  if  your  corporation  is 
looking  for  new  money,  just 
contact  the  oldest  bank  in 
the  West:  Wells  Fargo. 
Northern  California  Head- 
quarters, National  Division, 
464  California  Street, 
San  Francisco  94120; 
Southern  California  Head- 
quarters, National  Division, 
415  West  Fifth  Street, 
Los  Angeles  90054. 


xA  WELLS  FARGO  BANK 


MEMBER  fEOERAt  DEP 


va  CORPORATION 


FORBES,  SEPTEMBER  1.1968 


Forbes 


Editor:  James  W.  Michaels 

Art  Director:  Ed  Wergeles 

Executive  Editor:  Dero  A.  Saunders 

Senior  Editors:  Harold  Lavine,  James  Cook, 

Ruth  A.  Meyer 

Associate  Editors:   Robert  J.  Flaherty,  Wayne  Welch 

Staff  Writers:  Thomas  J.  Gilgut,  Henry  Neiger,  Geoffrey 

Smith,  Howard  Rudnitsky,  Art  Detman  Jr.,  David  Pauly, 

Thomas  Stevenson 

Statistical  Department:  Editor,  Donald  E.  Popp,-  Edward 

Sakalian,  Jerome  D.  Fischer 

Reporters:  Edward  Riner,  Louis  Licht,  Edward  Dalski, 

Walter   Rogers,    Robert   Kearns,   V.   Judith   Bowman, 

Manfred  Riedel 

Editorial  Researchers:  Chief,  C'othield  Spencer,-  Marsha 

Beckerman,    Janet   Drachman,    Betty   Franklin,    Janet 

Hirschen,   Jeremy  G.   Warner,    Ronnie  Sue   Nemens, 

Vivienne  Whitson 

Art    Department:    William    E.    Galbreath,    Assistant 

Director;  Nicolette  Caliendo,  Renee  A.  Lee,  Suzanne 

Rinas 

Los    Angeles    Bureau:    Stephen    Quickel,    Manager; 

Ellen  Melton.  Alvin  A.  Butkus 

Washington  Bureau:  Peter  Weaver,  Manager;  James 

Fianigan,  Florence  Summers 

Columnists:  Heinz  H.  Biel,  George  J.  Henry,  Lucien  0. 

Hooper,  Sidney   B.   Lurie,  John   W.  Schulz,   Raphael 

Yavneh 

Production  Manager:  John  J.  Romeo; 

Assistant,  Stephen  F.  Grogin 

Advertising,  Sylvia  Schwartz 

Librarian:  Dolores  Angevine 


President:  Malcolm  S.  Forbes 

Publisher:  James  J.  Dunn 

Administrative  Vice  President:  Leonard  H.  Yablon 

Secretary  Treasurer:  G.  Weiner 

Vice  President— Business:  Leslie  C.  Quick  Jr. 

Vice  President — Circulation:  Richard  E.  Kline 

Vice  President:  Wallace  F.  Forbes 

Controller:  Joel  B.  Redler 

Director,  Special  Activities:  Lawrence  J.  McKearney 

Director  of  Sales  Promotion:  Wm.  Donald  Garson 

Director  of  Circulation  Promotion:  George  Casey 

Advertising  Representatives: 

New  York:  60  Fifth  Ave.  1 00 1 1 

Raymond  P.  Murray,  Mgr. 

Stephen  G.  Nicoll,  George  C.  Clissold 

Arnold  J.  Prives,  William  P.  Cooley, 

William  R.  Evans  Jr.,  Edward  G.  Ballard 

Chicaoo:   1829  Tribune  Sq. 

John  H.  W.  Rhein,  Mgr. 

Frank  A.  Duffy 

Mkhael  C.  Shea 

Cleveland:  562  Hanna  Bldg. 

Donald  W.  Murk,  Mgr. 

Richard  L.  Harter 

Detroit:  It 04  Penobscot  Bldg., 

R.  Clarke  Williams,  Mgr. 

Los  Angeles:  711  S.  Vermont  Ave.,  Zunich 

&  Follansbee,  Inc. 

San  Francisco:  315  Montgomery  St.,  Zunich 

&  Follansbee,  Inc. 

Dallas:  LTV  Tower,  Donald  R.  Brown 


Mgr.  Subscription  Service:  T.M.  York 
60  Fifth  Ave.  New  York,  N.Y.  10011 


Paid  circulation  over  530,000 


FOUNDED  1917  BY  B.C.  FORBES  (1880-1954) 

FORBES,  SEPTEMBER  1,  1968 


Side  Lines 


Everything  but  the  Corpse 

\\  hex  we  do  a  story  on  a  company,  and  its  executives  don't  like  what  we  say, 
we  are  often  accused  of  doing  a  "hatchet  job."  We  don't  object  to  the  term, 
because  we  think  we  are  simply  interpreting  the  facts.  As  journalists,  we  are 
used  to  terms  like  "hatchet  job."  They're  part  and  parcel  of  our  patois. 

For  example,  to  produce  this  issue,  Forbes  editors  killed  a  large  number 
of  widows.  There  was  no  blood  on  the  well-carpeted  floors  of  our  offices.  To 
"kill  a  widow"  is  a  common  term  for  the  elimination  of  odd  words  that  hang 
at  the  end  of  a  paragraph  and  waste  a  valuable  line  of  type.  Why  are  they 
"widows'?  We  don't  quite  know.  One  authority  tells  us  that  the  term  used  to 
be  "bastards,"  but  it  was  softened  to  "widow"  when  the  presence  of  females 
became  more  common  in  what  was  once  an  exclusively  masculine  reserve,  the 
editorial  office. 

Hatchets  and  dead  widows  aren't  the  only  grisly  things  you  hear  about 
around  editorial  offices.  You  could  spruce  up  a  murder  mystery  with  some  of 
our  conversations.  Just  before  this  was  written,  we  heard  our  art  director  tell 
a  production  man  to  "make  it  bleed  in  the  gutter."  (He  was  simply  telling 
him  that  the  piece  of  artwork  should  extend  beyond  the  normal  margins  into 
the  center  fold  of  the  magazine. )  A  researcher  passed  by  on  her  way  to  the 
"morgue"  (i.e,  Library).  The  editor  was  warning  everybody  to  make  his  "dead- 
line" for  our  "magazine"— which  also  means  the  cartridge  chamber  in  a  gun. 

And  speaking  of  editors.  In 
Roman  antiquity,  the  editor 
was  the  superintendent  of 
public  games— the  man  who 
presented  the  gladiators  for 
the  arena. 

We  could  go  on  and  on. 
Reporters  often  accuse  editors 
of  "butchering"  their  stories. 
Editors  accuse  writers  of 
"beating  phrases  to  death"  by  overusing  them.  A  simple  advertisement  con- 
taining only  names  and  numbers  is  a  "tombstone."  When  we  relegate  an  ar- 
ticle to  a  minor  position  in  the  magazine  we  "bury"  it.  A  star  reporter,  like 
a  star  fighter  pilot  or  a  great  sharpshooter,  is  called  an  "ace." 

Why  is  the  journalistic  vocabulary  so  bloody-minded?  Nobody  seems  to 
know.  "We  had  a  professor  here  who  knew,"  said  a  librarian  at  the  Columbia 
University  School  of  Journalism,  "but  he  died."  "That's  a  good  question,"  said 
New  York  Times  Assistant  Managing  Editor  Theodore  Bernstein,  a  man  who 
has  written  books  on  journalism.  "I  wish  I  knew  the  answer." 

Edmund  C.  Arnold,  professor  of  journalism  and  chairman  of  the  graphic 
arts  and  publications  department  at  the  University  of  Syracuse,  had  an  answer 
at  least  for  some  of  the  terms.  "Killing  a  widow,"  he  recalls,  became  popular 
in  the  early  1800s  after  a  period  in  which  the  price  for  paper  had  risen  sharply. 
It  became  necessary  to  save  as  many  lines  as  possible,  and  a  single  word— or 
a  short  line— which  stood  alone— alone,  as  a  widow  lives— had  to  be  eliminated, 
or,  in  shorter  form,  killed. 

"Morgue"  entered  journalistic  slang  around  1885  and  originally  meant  the 
place  for  dead  copy— copy  that  had  been  used  or  purposely  unused— which  the 
editor  for  some  reason  nevertheless  did  not  want  to  throw  into  the  waste 
basket.  The  Wild  West  contributed  the  tombstone.  In  the  middle  of  the  pre- 
vious century  small  newspapers  out  West  made  their  living  from  a  special 
kind  of  advertising— real  estate  ads.  The  land  rush  sometimes  was  so  hectic 
that  ads  only  contained  the  name  and  address  of  a  company— a  tombstone 
contains  only  the  name  and  dates  of  a  dead  person. 

One  question  Professor  Arnold  could  not  answer  was  how  so  many  gloomy 
terms— cut,  kill,  morgue,  bleed— all  came  to  our  profession.  We  suppose  it  has 
to  do  with  the  pen  being  mightier  than  the  sword.  ■ 


Night  life.  Lynda  Gloria  al  Lc  Chateau  Champlain,  Montreal. 

Convention, 
anybody? 

A  convention  isn't  all  spangles  and  seltzer, 
you  know.  The  body  corporate  needs  space 
for  grouping  in  a  body.  And  more  space  for 
getting  away  from  bodies.  And  all  kinds  of 
audio-visual  paraphernalia  to  help  you  take 
the  big  view  of  things. 

Maybe  that's  why  more  conventions  con- 
vene at  Canadian  Pacific  hotels  (all  11  of 
them,  coast  to  coast)  than  at  any  other 
hotels  in  Canada.  Of  course,  it  may  not  be 
just  that  we  have  more  of  the  conventional 
trappings  to  give  you.  It  just  may  be  the 
uncon ".  nti<  rial  way  we  go  about  it. 

Convention, anybody?  Contact  Bill  Gray, 
National  Sale;  Manager,  Royal  York  Hotel, 
Toron'      Ontario. 

Canauian  (fhctfic  hotels 
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Trends 

&  Tangents 


BUSINESS 


Monster  Inside  the  Gates? 

Sales  of  prerecorded  tape  music 
almost  doubled  last  year  over  1966 
to  slightly  over  $100  million.  But* 
even  though  RCA's  record  division, 
which  markets  taped  music,  di- 
rectly benefited  from  the  surge, 
division  head  Norman  Racusin  is 
worried.  He  pointed  out  in  a  recent 
speech  that  several  manufacturers 
offer  devices  that  allows  the  listener 
to  push  a  button  and  record  the  mu- 
sic "off  the  air"  without  buying  rec- 
ords. "If  prior  experience  repeats 
itself,  and  consumers  —  especially 
youngsters— accept  the  invitation  to 
'roll  their  own'  instead  of  buying 
discs  or  prerecorded  tapes,"  Racu- 
sin warned  record  manufacturers, 
"where  will  the  music  come  from 
if  those  who  write,  publish,  perform 
and  market  it  are  deprived  of  their 
income  from  recordings?" 

Paging  Antitrust 

What,  a  Firestone  on  Goodyear 
Tire  &  Rubber's  board?  Quite  true. 
Vice  President  and  General  Counsel 
Arden  E.  Firestone  was  elected  to 
Goodyear's  board  of  directors  last 
month.  Only  he  is  not  related  to  the 
famous  rubber  family,  though  he 
was  born  in  Akron,  grew  up  there 
and  graduated  from  the  University 
of  Akron. 

Buying  Trouble 

Costly  and  unpleasant  as  they 
are,  crowded  airways  and  airports 
with  their  attendant  delays  have  not 
been  the  airlines'  only  troubles  this 
summer:  Some  they  brought  upon 
themselves.  For  example,  American, 
Eastern  and  TWA  reported  an  aver- 
age 11%  rise  in  revenue  passenger 
miles  in  July  over  the  same  month 
of  1967.  But  they  raised  capacity 
(seat-miles  flown)  even  more,  so 
that  the  average  load  factor  of  the 
three  lines  fell  by  almost  five  points 
to  58%.  Since  load  factor  is  the  most 
important  single  statistic  to  airline 
profitability,  all  three  lines  may  well 
show  declines  in  third-quarter  earn- 
ings. 

Interest  Dip 

Though  investors  may  have  been 
too  preoccupied  with  the  declining 
stock   market   to   notice,   the  bond 


market  has  simultaneously  been  en- 
joying a  sharp  rise.  Since  bond  in- 
terest rates  peaked  in  late  May, 
interest  rates  on  long-term  govern- 
ments have  declined  by  nearly  M%; 
on  representative  municipals  by  just 
over  /2%;  and  on  high-grade  callable 
utility  bonds  by  about  %%.  And  the 
general  expectation  is  for  a  further 
drop— which  means,  of  course,  still 
higher  bond  prices. 


WASHINGTON 


Turnabout 

The  announced  goal  of  recently 
appointed  Small  Business  Adminis- 
tration head  Howard  J.  Samuels— 
to  have  the  SBA  guarantee  more 
than  $1.5  billion  in  loans  to  ghetto 
enterprises  by  1970— awakens  some 
echoes  from  Samuels'  own  past. 
There  was  a  time  when  his  Kordile 
Corp.,  a  plastics  fabricator  that  is 
now  part  of  cash-loaded  Mobil  Oil, 
had  its  own  capital  troubles.  When 
Kordite  was  a  Textron  division,  Tex- 
tron founder  and  boss,  Royal  E.  Lit- 
tle finally  decided  to  get  rid  of  it 
despite  its  booming  sales— because, 
Little  said,  it  was  soaking  up  too 
much  capital.  ■ 
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CHANGE  OF  ADDRESS 

If  you  plan  to  move,  let  us  know 
a  month  before  so  we  can  change 
your  address  and  keep  FORBES 
coming  to  you.  Attach  a  recent 
mailing  label  and  fill  out  your  new 
address  in  the  space  provided 
below. 


ATTACH  PRESENT 

MAILING  LABEL 

HERE 


New  Address: 


Name 


Address 


City 


State 


Zip 


Mail  to: 

Subscription  Service  Manager 

FORBES 

60  Fifth  Avenue 

New  York,  New  York  10011 
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READERS  SAY 


Wore  Boob  Tube? 

Dr.  Russell  L.  Bright's  claim  on 
Mge  43  Forbes,  Aug.  1)  that  the  self- 
nstrucrJon  concept  makes  it  "far  better  to 
ia\  e  a  lar^e  class"  amply  ignores  the  basic 
■uses  '>t  today's  kids'  problems.  The  col- 
ege  age  or  genius  mind  may  survive  large 
lasses  anil  self-instruction,  but  at  the  ele- 
mentary and  secondary  levels  the  motiva- 
ional  lag  is  basic.  The  more  disturbed  the 
mild,  the  greater  the  need  for  more  teach- 
•r  contact.  No  gizmo  or  mechanical  baby- 
ratter  canfreinforce  the  parent  image]. 
saturated  with  TV,  these  kids  need  per- 
gonal guidance  first.   Not  more  boob  tube! 

—Barbara  1.  Macau. 
Royal  Oak.  Mich. 

Sih:  Probably  Mr.  B.F.  Skinner  is  gen- 
?rally  credited  with  first  formalizing  the 
mncept  of  individually  programmed  in- 
struction, but  I  do  not  believe  it.  \s  tar  as 
know.  I  was  the  first  to  conceive  this  idea 
n  19  $5  after  much  experience  with  the  old 
jBpitol  Motion  Picture  Projector  with  a 
ontiiuious  loop  of  1 6mm  film.  I  formalized 
i  completely  [new]  idea  of  college  educat- 
ion based  on  a  smaller  version  of  the 
Zapitol  projector  using  smaller  cartridge- 
oaded  film  and  a  headset  for  the  student.  I 
ried  to  interest  Dartmouth  College  in  this 
lew  method,  but  the)  turned  me  down.  I 
cnew  I  was  way  ahead  of  my  time  and  had 
lot  sufficient  money  to  further  this  idea. 

—Edwin  Schwarz 
Warwick.  HI. 

Sir:  Forbes  is  to  be  congratulated  for 

presenting  the  timely  article  "Tools  tor 
reaching."  I  am  unite  surprised,  however, 
hat  a  man  of  Mr.  Skinner's  stature  (  m 
lismiss  so  lightly  the  entire  field  of  coin- 
Intel-. issisted  instruction.  There  are  many 
acets  to  the  educational  process;  it  is  our 

oh  as  educators  to  investigate  the  spec- 
niin  of  possibilities  and  find  "tools"  which 
jest  perforin  particular  tasks  It  is  sheer 
oily  to  rule  out  certain  equipment  or  pro- 
edures  solely  on  the  basis  of  initial  cost. 
]osts  drop  as  objectives  are  clarified  and 
nore  sellers  enter  the  market-place. 

— Eahle  Hultberc 

Associate  Professor  of  Music, 

The  State  University  College 

Potsdam,  N.Y. 

Dogs?  Or  People? 

Sin:  Your  Aim.  I  story  "The  Pet  Indus- 
ry"  reminded  me  of  the  following  con- 
cept from  Paul  A.  Samuelson's  Economics: 
'In  the  first  place,  goods  go  where  there 
we  most  votes  or  dollars.  A  rich  man's  dog 
nay  receive  the  milk  that  a  poor  child 
needs  to  avoid  rickets.  Why?  Because  sup- 
ply and  demand  are  working  badly?  No. 
Because  auction  markets  are  doing  what 
hey  are  designed  to  do— putting  goods  in 
the  hands  of  those  who  can  pay  most,  who 
have  the  most  money  votes." 

—Everett  L.  Rothrock 
Mesa,  Ariz. 

(Continued  on  page  64) 


We  send  people;  not  just  brochures. 


That's  because  we  have  the 
perfect  people  to  send  when  you're  talking  plant  location. 
For  instance.  If  you're  food  people,  you  talk  to  food  people.  Chemical 
people  talk  to  chemical  people.  And  the  same  goes  for  you  metal, 
lumber  and  paper,  automotive,  freight  forwarder,  grain,  and 
stone/clay/glass  people.  You  talk  to  men  who  know  your  business 
as  well  as  ours.  C&O/B&O  Market  Managers. 

These  Market  Managers  join  up  with  our  Industrial  Development 
specialists  to  form  a  plant  location  team.  We  call  them  "answer 
people."  If  you've  tried  to  ask  a  brochure  a  question, 
then  you  know  what  we  mean.  Call  or  write: 
Vice  President,  Merchandise  Freight  Group,  One  Charles  Center, 
Baltimore,  Maryland  21201.  Tel.  301  237-2454. 

THE  C&O/B&O  RAILROADS    Cleveland 


Baltimore  21201 


We're 
bubbling 
with  ideas  in 
West  Central  Ohio 


Consider  the  snap-open  can,  a  Dayton 
"idea"  which  has  revolutionized  the  bev- 
erage industry.  Of  course,  ideas  that  take 
off  go  way  back  with  us.  The  airplane  was 
invented  here  and  the  automobile  self- 
starter.  The  electric  refrigerator  and  the 
cash  register  were,  too.  The  point  is: 
Innovative  minds  and  people  who  try  to 
do  things  better  are  part  of  the  heritage 
of  our  area. 

If  you're  looking  for  new  and  better  ways 
of  doing  things  get  the 
facts  about  West  Cen- 
tral Ohio,  where  people 
can  do.  For  an  opener... 
write  or  call  our  Area  De- 
velopment Department. 


184th  COMMON 
DIVIDEND    NOTICE 


The  Board  of  Directors  has 
declared  a  regular  quarterly 
dividend  of  38<:  per  share  on 
tha  Common  Stock  of  the 
Company,  payable  on  August 
30,  1968,  to  stockholders  of 
record  at  the  close  of  busi- 
ness on  August  13,  1968. 
JOSEPH  E.  THEOBALD 
Secretary 
August  2,  1968 


THE  DAYTON  POWER  AND  LIGHT  COMPANY 

An  investor-owned  company  serving  West-Central  Ohio     Dayton,  Ohio  45401 
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We  suspect  Paul  Revere 
had  no  idea  how  far  his  name 
might  go  some  day. 


The  Paul  Revere  Companies 
are  known  for  ideas. 
Nearly  75  years  ago  Paul 
Revere  people  recognized  the  need  for  Dis- 
ability Insurance.  The  company  which  they 
founded  has  since  established  itself  as 
number  one  in  the  noncancellable  income 
replacement  field. 

Later  Paul  Revere  carved  a  place  for  itself 
among  the  leaders  in  Life  and  Group  In- 
surance. 


When  an  innovator  like  this  joins  forces 
with  another  innovator-Avco— there's  bound 
to  be  a  surge  of  business  vigor  and  strength 
for  both  companies. 

For  Avco,  whose  interests  range  from 
aerospace  and  broadcasting  to  scientific  re- 
search and  farm  equipment,  itwas  an  oppor- 
tunity to  expand  its  financial  businesses.  For 
Paul  Revere,  it  was  a  chance  to  become  a 
key  member  of  one  of  America's  fastest- 
growing  business  complexes,  and  to  offer 
even  better  service  to  policyholders. 


After  all,  how  many  insurance  companies 
are  geared  to  the  same  pace  that's  helping 
to  put  a  man  on  the  Moon? 

Still,  there's  something  about  being  namec 
Paul  Revere  that  seems  to  go  with  exciting 
adventure. 

And  when  that  name  is  teamed  with  Avco 
anything's  possible. 


^A  " 


Avco-including  The  Paul  Revere  Life  Insurance  Company  of  Worcester,  Massachusetts-is  50,000  people  moving  ahead  in  a  dozen  growing,  expanding 
businesses.  Avco  Corporation,  750  Third  Avenue,  New  York,  New  York  10017.  An  equal  opportunity  employer. 
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'With  all  thy  getting  get  understanding" 


Fact  and  Comment 


RECESSION? 

Forget  it.  It's  not  in  the  cards.  Hut  recession? 

Here  and  there  a  bit  of  bloom  will  be  off  the  boom— and  a  No. 

good  thing  too.  Far,  far  from  it. 


WORTH  EVERY  ADDITIONAL  DOLLAR 


Never  underestimate  the  power  of  good  architecture. 
•    —Like     Saarinen's     unbelievably    graceful,    appropriate 
TWA  Terminal  at  Kennedy,  Sec  it,  walk  into  it,  and  indeed 
you  are  ahead)  Up,  Up  and  Awaj 

—Like  Liberty  Mutual's  enormous  new  Chicago  edifice, 
towering,  yet  graceful,  which  dominates  the  whole*Chicago 
skyline  dramatically  but  not  oppressively. 

—Like  the  new  General  Motors  Building  and  the  Seagram 
Building  and  the  Lever  Building  in  New  York  City,  rarities 
among  the  glass-slabbed  boxes  that  have  been  plunked  all 
over  OlidtOWn  Manhattan  since  World  War  II. 

There  are  some— not  yet  many— beautiful  factories  here 
and  there  around  the  country;  and  on  rare  occasions  some 
college  campuses  have  come  up  with  inspired  architecture, 
such  as  Vamasaki's  Woodrow  Wilson  School  of  Public  &  In- 


ternational Affairs  at  Princeton. 

When  you  think  of  it,  it's  fabulous  how  much  architecture 
can  achieve  over  and  above  providing  shelter. 

Design  concretely  reflects  the  caliber  of  the  management 
who  executes  it— their  imagination  or  their  dullness,  their 
broad  awareness  or  their  limited  vision.  It  provides  a  tangi- 
ble pile  of  intangible  morale  factors  for  those  who  work 
within.  The  value  of  a  good  structure  grows  with  time,  while 
that  of  the  ordinary  and  the  second-rate  declines. 

For  the  men  and  the  companies  who  grow  and  believe 
thev  have  a  future,  what  they  build  reflects  their  confidence. 
They  avoid  the  boring  banality  of  so  much  that  is  superficial- 
ly less  expensive.  It's  not. 

If  you  plan  to  build,  get  an  architect. 

A  good  one. 


CAN  YOU  TOP  THIS? 


A  lot  of  us  who  must  travel  a  lot  by  air  have  come  to  bore 
others  and  each  other  in  recent  months  with  tales  of  woe  at 
endless  delays  to  get  into  the  air  and  endle'ss-er  delays  get- 
ting down  again. 

But  I've  got  a  story  to  top  them  all: 
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The  other  day  I  flew  from  Chicago  to  New  York. 

The  plane,  United  flight  #220,  took  off  from  O'Hare  on 
time  and  landed  in  Newark  on  time. 

How  many  people  are  there  who  can  match  that  unique 
experience? 
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TWO  OUTSTANDING   ONES 


Two  recent  advertisements  thai  really  gel  their  jobs  done 

I 


r\      r/\\" 


"  l/t-  tnsuntin  rowponyf  iNVtei  /  Httfond  life,  »i  euurM  ' 


The  New  England  Life  page  is  part  of  the  most  refresh- 
ing, imaginative,  effective  insurance  advertising  campaigns 
I've  seen  in  years. 

The  Wilson  Sporting  Goods  spread  is  equally  a  stopper. 
Who  could  Hip  past  that  wonderful  little  face  under  the 


baseball  cap?  And  the  copy  that  accompanies  it  I'm  sure 
would  get  through  to  a  six  or  seven  year  old,  and  would 
equally  move  old  Dad. 

Let's  hope  these  ads  sell  a  lot  of  what  they're  selling  so 
that  the  genre  will  be  encouraged. 


.. 


QUOTES" 


Some  things  some  men  sa\  are  either  too  good  or  too 
bad  or  too  funny  to  be  forgotten.  Herewith  some  such: 

(From  MSF's  Foreign  Desk) 

Greek  [nterioi  Minister,  Brigadier  General  Styhanos  Fata- 
kns.  explaining  the  arresl  of  a  man  who  had  written  his 
American  son-in-law  that  there  was  no  freedom  ol  speech 

now  in  Greece:  "He  told  lies,"  said  the  Minister.  "Now  he  is 

paying  For  it  in  jail." 

Much  of  the  behavior  of  today's  rabble  esan  youth  lead- 
ers reminds  me  of  one  of  the  French  revolutionary  politi- 
cians who  interrupted  an  interview  when  he  saw  a  mob 
going  by:  "1  must  learn  where  it's  going;  I'm  its  leader." 

The  latch    drowned   Australian   Prime  Minister.   Harold 

Holt,  was  ardently  devoted  to  physical  exercise,  physical 

fitness.  Mrs.  Holt  would  have  none  of  it.  "1  am  thoroughly 
bored  with  the  whole  thing,"  she  told  the  press  one  day. 
'Tin  short  and  fat,  and  that's  that." 

(From  the  "How  True"  file) 

The  editor  of  the  Supreme  Court  Review,  Philip  Kurland, 
says  that  the  court's  opinions  have  "too  much  rhetoric  and 


too  little  reasoning.  They  don't  have  time  to  write  short 
opinions;  so  they  write  long  ones." 

Old  Arkansas  lawyer,  Senator  John  McClellan:  "I  found 
out  a  long  time  ago  that  no  matter  how  scared  you  are, 
you're  a  damn  sight  safer  if  nobody  knows  it." 

(From  the  tile  "Wit,  Intended  and  Unintended") 

A  Cleveland  businessman,  commenting  on  the  high  price 
for  a  tiny  room  in  the  new  Boston  Sheraton  Hotel:  "The 
room  was  so  small  1  had  to  go  out  in  the  corridor  to  change 
mj  mind."  (The  same  can  be  said.  I  might  add,  for  Phila- 
delphia's new   Penn  Center  Sheraton.) 

Comedian  Don  Adams:  "1  studied  karate,  but  I  don't 
reallx  know  what  good  it  does.  Of  course,  if  a  six-inch  board 
ever  attacks  me.  .  .  ." 

District  Attornev  Calm  describes  interview  ing  one  hood- 
lum who  claimed  his  income  came  from  his  work  lor  a  meat 
company.  Asked  about  prices,  he  volunteered  that  turkeys 
were  Fetching  40  cents  a  pound.  "Is  that  dressed?"  asked 
Mr.  Calm.  "Saw .  that's  ready  for  cooking,"  replied  the  hood. 

—Malcolm  S.  Forbes, 

Editor-in-Chief 


We  show  site-seeing 
businessmen  more  points 
of  interest  in  Chicagoland 


Any  company  scouting  for  a  new  land  site  today  is 
almost  obliged  to  put  metropolitan  Chicago  on  its  search 
list.  The  area's  economic  growth  rate  is  the  highest  in  the 
nation.  Last  year  alone  680  industrial  development 
projects  valued  at  S780  million  were  announced  for 
Chicagoland. 

The  magnet  is  the  area's  awesome  number  of  ad- 
vantages. Let's  look  at  just  a  few. 

Distribution  System 

Start  with  distribution  facilities.  Chicagoland  has 
32  railroads;  1.627  truck  lines  (339  of  them  interstate); 
nine  barge  lines  (using  the  only  Great  Lakes  connection 
with  the  Mississippi);  50  ocean  shipping  lines,  as  well  as 
lake  carriers;  a  web  of  superhighways  and  pipelines,  and 
40  domestic  and  foreign  scheduled  airlines. 

Consider  the  labor  force.  Chicagoland's  eight  coun- 
ties hold  a  labor  force  of  3!/2  million.  The  area's  85 
schools  of  higher  learning  pour  a  rich  supply  of  college- 
trained  people  into  this  pool.  And  hundreds  of  occupa- 
tional schools  add  extra-skilled  labor. 

The  cost  of  sites  is  broad,  ranging  from  $  1 ,000-an- 
acre  farmland  to  multi-million-dollar  air-rights  in  the 
city's  core. 

Ideal  locations  are  still  available  for  all  kinds  of 
businesses,  but  Chicagoland's  fantastic  growth  rate 
makes  finding  them  tougher  every  day.  This  is  where 
Continental  Bank  can  help  you.  Our  Area  Development 
Division  is  the  largest  of  any  bank  in  the  Midwest.  It  has 


the  experienced  staff,  the  information  and  the  contacts 
to  help  you  survey  and  decide  on  a  location  within  a  tight 
time  schedule. 

Getting  down  to  cases,  we  recently  worked  with  a 
major  medical  supply  company  that  needed  a  pilot  plant 
site.  Working  to  the  company's  specifications  we  rapidly 
narrowed  down  the  choices  from  information  in  our 
files. 

Next  we  took  company  executives  for  a  close-up 
look  at  the  last  round  contenders. 

Special  Information 

To  make  a  final  decision,  however,  the  company 
needed  special  information.  What  was  the  local  highway 
development  program  for  the  next  20  years?  The  popula- 
tion trend?  The  projection  for  labor  availability  and 
costs?  Our  experts  pulled  these  facts  from  their  special 
sources.  Working  with  our  analysts,  the  company 
wrapped  up  its  choice  of  a  site  in  just  one  year.  But  our 
assistance  didn't  end  there.  We  went  on  to  supply  the 
company  with  lists  of  leading  real  estate  brokers,  archi- 
tects, engineers,  builders  and  contractors.  When  neces- 
sary we  established  personal  contacts. 

If  you're  plant  site  scouting,  Continental's  Area 
Development  Division  can  save  your  company  substan- 
tial amounts  of  time  and  money.  And  we  can  help  you 
examine  not  just  the  Midwest,  but  every  other  sector  of 
the  nation.  You  can  get  in  touch  with  our  representative 
by  sending  in  the  form  below  or  phoning  312-828-7180 
or  7181. 

We  maintain  the  strictest  secrecy  on  inquiries. 
Though  we  spill  everything  we  know  about  Chicagoland. 

It's  what  you'd  expect  from 
the  biggest  bank  in  Chicago. 

Continental  Bank 


To:  Continental  Bank  Area  Development  Division  FB 

231  So.  La  Salle  Street 

Chicago,  Illinois  60690 
I  am  interested  in  your  Area  Development  service. 
Please  send  me  more  information. 

Name 

Firm  name 

Title 

Address 

City State 


-Zip- 


Continental  Illinois  National  Bank  and  Trust  Company  of  Chicago.  231  South  La  Salle  Street,  Chicago,  Illinois  60690.  Member  F.D.I.C. 
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A  progress 
report 

from  the 
Continental 

Forestry 
Company 


1.7  million  cords  of  wood  this 
company  used  last  year. 

Actually,  our  name,  Conti- 
nental Forestry  Company,  is  a 
pseudonym  for  the  Woodlands 
Division  of  Continental  Can 
Company,  Inc.  Like  all  nineteen 
divisions  of  Continental,  we  run 
almost  like  an  individual  com- 
pany. That's  the  Continental  de- 
centralized  management  pol- 
icy—move responsibility  down 
the  line. 

This  diversification  of  man- 
agement responsibility  helped 
us  develop  a  unique  systems 


SALES 
(IN  MILLIONS  OF  DOLLARS) 


.154  Ju}2*JM. 


1,339 


1,397 


PRE-TAX  EARNINGS 
(IN  MILLIONS  OF  DOLLARS) 

145  4 

131(1 

111  7 

85  2 

93  1 

1963  1964  1965  1966  1967   1963  1964  1965  1966  1967 

Our  financial  progress  report. 


We're  one  of  the  important  for- 
estry companies  in  America.  We 
control  1,321,310  acresof 
prime  wood- 
land through- 
out  seven 
southern 
states. 

Yet,  all  our 
output  goes 
only  to  one 
company— America's  second 
largest  producer  of  paperboard 
and  kraft  paper,  and  largest 
producer  of  fibre  drums.  We 
provide  a  major  portion  of  the 
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Our  mobile  chit 


approach  to  business. 

How  does  it  work?  Look  at 
the  record. 

Our  sales  have  grown  at  a 
rate  of  almost  5%  a  year.  Yet 
our  compounded  annual  earn- 
ings growth  is  more  than 
double  that-over  12%.  Divi- 
dends have  been  increased, 
66%%,  from  $1.20  per  share 
to  $2  per  share.  And  earnings 
increased  a  healthy  11%  last 
year. 

We  are  not  content  to  stand 
on  this  record.  We  have  the 
people,  knowledge,  and  re- 
sources to  move  even  further 
forward  in  packaging  and  other 
fields. 

We  are  now  searching  for 
new  areas  of  diversification, 
new  challenges  that  will  put 
our  systems  approach  to  even 
greater  tests. 


Continental 


Can  Company 

133  Thtrtf  AM..  H.V.N.Y.  1001 7 
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The  Store  with  the  Brooks  Brothers  Suits 

Over  the  years,  Washington's  Garfincke/'s  has  picked  up  some  of  the  U.S.'  most  prestigious 
stores.  But  with  Cenesco  breathing  down  its  neck,  prestige  may  no  longer  be  quite  enough. 


Whin  a  NEW  Brooks  Brothers  men's 
store  opens  for  business  on  Washing- 
Ion's  fashionable  Connecticut  Avenue 
this  tall,  only  a  handful  ot  Washing- 
tonians  are  likely  to  realize  that 
the  famous,  no-shoulder,  three-button 
"Brooks  Look"  has  been  a  Washington 
property  tor  more  than  two  decades. 
The  fact  is.  however,  that  ever  since 
! l)  16  Brooks  lias  been  owned  by  Wash- 
ington's most  prestigious  carriage- 
bade  store.  Julius  Garfinckel  &  Co. 
And  not  only  Brooks.  Garfinckel  also 
owns  DePinna  Co.,  New  York's  spe- 
cialty chain,  and  Richmond,  Va.'s  Mil- 
ler &  Rhoads  department  store  group, 

that  old  Southern  landmark,  which 
Garfinckel's  acquired  last  year  and 
which  gave  it  a  new  corporate  name 

•that  sounds  more  like  that  of  a  law 
firm  than  a  retailer:  Garfinckel,  Brooks 
Brothers,  Miller  &  Rhoads. 

"We  don't  want  the  general  public 
to  know  Brooks  is  a  part  of  Garfinck- 
el's," sa>  s  the  company's  56-year-old 
president.  Willard  O.  Bent.  "When  a 
man  goes  in  to  get  a  Brooks  suit,  it's 
a  personal  thine.  He  wants  to  leel  he's 
going  to  his  store." 

Carriage  Trade 

Garfinckel's  has  always  been  es- 
pecially talented  in  giving  its  cus- 
tomer such  proprietary  loyalty.  Year 
in  and  year  out,  chancered  limousines 
line  up  alongside  Garfinckel's  F  Street 
entrance  in  Washington  while  "madam 
is  shopping,"  and  it  is  this  cachet  with 
the  rich  and  the  fashionable  that  has 
been  the  loundation  of  the  company's 
success  from  the  very  beginning.  Julius 
Garfinckel,  the  company's  founder, 
was  a  high-fashion  buyer  for  Parker  & 
Bridgett,  the  most  fashionable  store  in 
Washington  at  the  turn  of  the  century. 
When  he  left  to  set  up  his  own  store 
downtown  in  1905,  Parker  &  Bridgett's 
well-heeled  customers  went  with  him. 


The  Brooks  Look.  Except  for 
his  suit,  few  Brooks  salesmen 
would  have  any  reason  to  think 
that  Garfinckel's  president  Will- 
ard  O.  Bent  (above)  had  any 
connection  with  the  store.  Like 
Garfinckel's  three  other  divi- 
sions, Brooks  Brothers  is  a 
largely  autonomous  operation, 
whose  exclusive  brand-name 
clothes  are  produced  by  its 
own  manufacturing  operations. 
Now  headed  by  its  own  presi- 
dent, John  C.  Wood,  Brooks 
was  in  financial  difficulties 
when  Garfinckel's  took  it  over 
in  1946,  but  has  since  be- 
come a  good  moneymaker. 


The  customers  have  stayed  ever  since, 
and  Parker  &  Bridgett  quietly  went  out 
of  business. 

"There's  an  awful  lot  of  quiet  money 
around  this  town,"  says  Bent,  who 
came  to  Garfinckel's  from  Associated 
Dry  Goods  ( Lord  &  Taylor  stores )  2M 
years  ago  and  who  now  wears  the 
Brooks  Brothers  suit  like  a  uniform. 
"We're  not  saddled  with  fluctuating  in- 
come problems.  We  have  a  well-fi- 
nanced, quality  store,  and  we  don't 
deal  in  popular  prices,  which  makes  for 
far  fewer  physical  and  financial  prob- 
lems." The  rich,  Bent  maintains,  always 
seem  to  have  the  money  to  buy  the  finer 
things— come  good  times  or  bad. 

But,  as  Bent  freely  admits,  the  rich 
are  no  longer  enough.  "We  have  the 
carriage  trade,"  he  says,  "but  you 
can't  live  on  just  that.  We  have  to 
attract  a  lot  of  those  government  sec- 
retaries on  their  lunch  hours.  We  have 
special  sales  for  them  so  they  can  pick 
up  a  designer  dress  which  previously 
had  been  in  the  price  range  of  a  cabinet 
officer's  wife."  As  they  rise  up  the  pay 
ladder.  Bent  explains,  these  govern- 
ment secretaries  want  to  hobnob  with 
the  big  names  in  town— the  Johnson 
girls,  after  all,  shop  in  Garfinckel's— 
just  as  the  young  management  men  on 
the  way  up  want  to  rub  elbows  with 
the  "in"  crowd  at  Brooks— the  Ivy 
Leaguers,  the  Influentials. 

Garfinckel's  may  be  as  redolent  of 
tradition,  family  and  money  as  the 
moneyed  customers  that  are  the  foun- 
dations of  its  success,  but  so  far  it  has 
failed  to  parlay  this  special  advantage 
into  the  high  rate  of  profitability  and 
growth  that  competitors  like  Associ- 
ated Dry  Goods  have  evidenced  in 
recent  years.  Garfinckel's  can  match 
the  May  Co.  in  growth,  and  Allied  in 
return  on  stockholders'  investment,  but 
its  9%  return  and  12%  annual  rate  of 
earnings    growth    look    feeble    beside 
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Associated's,  Gimbel's  or  Federated's. 

But,  as  die  acquisition  of  Miller  & 
Rhoads  last  fall  suggests,  Garfinckel's 
is  changing— not  quite  willingly  per- 
haps, but  changing.  And  the  reason  is 
that  in  early  1966  New  York's  diversi- 
fied retailer,  Genesco,  Inc.,  made  a 
tender  offer  for  the  company.  Sum- 
moning up  the  memory  of  its  long  tra- 
dition in  Washington,  Garfinckel's  shot 
off  a  series  of  letters  to  stockholders, 
pleading  for  their  support. 

Garfinckel  had  one  signal  advan- 
tage: its  stockholders,  most  of  whom 
had  held  the  stock  since  the  company 
went  public  in  1939.  When  Julius  Gar- 
finckel died  in  1936,  he  left  his  estate 
to  charity  with  a  provision  that  his 
store  he  bought  out  by  a  locally  formed 
corporation  of  customers  and  friends. 
Says  one  Washington  hostess,  a  share- 
holder and  loyal  customer:  "I've  al- 
ways bought  most  of  my  clothes  at 
Garfinckel's.  I  don't  want  them  to 
change.  Besides,  they've  never  missed 
paying  me  a  dividend." 

Confronted  with  sentiment  like  that, 
Genesco  was  able  to  pick  up  only  9% 
of  the  common  out  of  the  53%  it  had 
asked  for.  Since  then,  Willard  Bent 
admits,  Genesco  has  been  able  to  pick 
up  a  few  more  shares,  bringing  its  cur- 
rent total  to  14%.  "But  they  aren't  get- 
ting anywhere,"  he  says,  probably  more 
confidently  than  he  feels.  Genesco 
has  not  yet  even  succeeded  in  getting 
any  representation  on  the  board  of  di- 
rectors, because  Garfinckel's  doesn't 
have  cumulative  voting.  "We're  on 
speaking  terms  with  Genesco,"  says 
Bent,  "but  they  don't  get  any  special 
information  from  us." 

The  Way  Ahead 

Even  so,  Garfinckel's  is  taking  no 
chances.  The  Miller  &  Rhoads'  acqui- 
sition virtually  doubled  the  size  of  the 
company  —  sales  should  exceed  $120 
million  this  year.  And  Bent  is  expanding 
the  company  on  all  fronts— Garfinckel's 
recently  opened  a  lavish  suburban 
shopping-center  store  in  Montgomery 
County,  Washington's  wealthiest  sub- 
urb; Miller  &  Rhoads  is  planning  an 
enormous,  multimillion-dollar  shopping 
center  outside  of  Richmond;  and,  of 
course,  Brooks  Brothers  is  coining  to 
Washington. 

But  Willard  Bent  makes  it  clear  that 
the  main  thrust  of  Garfinckel's  growth 
in  the  coming  j  ears  will  be  the  acquisi- 
tion of  old-line,  Fi  utne  stores 
around  the  country.  'The  trouble  is," 
Bent  says,  "many  of  these  fine  stores 
have  already  been  gobbled  up.  There 
are  still  a  few  left,  though,  and  w<  are 
keeping  our  eyes  on  them  for  future 
acquisitions."  With  Gem  astute 
management  keeping  its  eyes  on  Gar- 
finckel, Bent  had  better  be  d 
than  looking.  ■ 


II 


And  Then  There  Was  One 

Stauffer  Chemical's  executive  vice  president  is  leaving 
14  months  after  his  rival  became  president.  Per- 
sonalities? Yes,  but  personalities  also  reflect  policies. 


It  would  be  hard  to  find  two  business 
executives  as  different  as  Roger  W. 
Guilder  and  Archie  E.  Albright.  Gund- 
er  is  59,  a  folksy,  unpretentious  man 
who  never  went  to  college  because  his 
father  a  small-town  accountant,  died 
when  his  son  was  only  18;  whatever 
higher  education  he  had  came  from 
studying  chemistry  and  management  at 
night  school  and  through  correspond- 
ence courses.  The  other  man,  Archie 
Albright,  is  just  48,  tall,  trim,  hand- 
some, at  home  in  Manhattan's  Liberal 
establishment,  a  graduate  of  Witten- 
berg College  and  Yale  Law  School. 

Stauffer's  66-year-old  Hans  Stauffer 
was  preparing  to  retire  after  13  years 
as  president,  and  until  a  little  over  a 
year  ago,  these  two  unalikes  were  rivals 
for  the  top  job  at  Stauffer  Chemical 
Corp.  Both  were  members  of  the 
board,  both  executive  vice  presidents. 
Gunder  had  grown  up  in  the  Stauffer 
tradition  of  concentrating  on  heavy  in- 
dustrial chemicals— sulfuric  acid,  soda 
ash,  phosphorus,  borax  and  the  like- 
where  growth  is  slow  if  steady.  Al- 
bright favored  putting  the  emphasis 
on  specialty  chemicals,  which  involve 
more  investment  and  risk  but  also  give 
a  shot  at  better  profits. 

In  other  words,  Gunder  stood  for 
staying  with  the  policy  that  had  made 
Stauffer  successful;  Albright  looked 
with  envy  upon  bigger  companies  like, 
say,  du  Pont.  The  numbers,  however, 
strengthened  Guilder's  hand.  Stauffer's 
industrial  chemical  division  is  still  its 
biggest  profit  producer.  It  accounted 
for  just  under  half  of  1967's  record 
$424  million  in  sales  but  well  over 
half  of  that  year's  $30.7  million  in 
earnings.  The  remaining  sales  and 
earnings  came  from  specialty  chem- 
icals (21%),  fertilizers  and  agricultural 
chemicals   (18%)   and  plastics   (12%). 

A  medium-size  chemical  company, 
Stauffer  has  72  plants  and  nine  mines 
in  the  U.S.  and  27  plants  overseas.  Be- 
cause the  company  originated  in  San 
Francisco  (see  box,  p.  19),  it  is  strong 
in  the  West  and  has  principal  offices 
in  Los  Angeles  and  San  Francisco  as 
well  as  New  York,  its  headquarters. 

It  was  the  solid,  steady  Guilder  who 
got  the  top  spot.  For  more  than  a  year 
Albright  stayed  on  as  No.  Two  man, 
but  this  month  he  departed  for  the 
more  glamorous  fields  of  Wall  Street 
where  he  became  a  partner  at  Kuhn, 
Loeb  &  Co.  One  reason  the  board 
chose  Gunder  for  president  was  Gun- 
der's  longer  experience  in  chemicals. 


Generation  Gap.  Stauffer  Pres- 
ident Roger  Gunder  (above)  and 
his  former  rival  Archie  Albright 
entered  business  life  in  two  dif- 
ferent eras — the  Depression 
and  the  post-World  War  II 
boom.  Gunder  began  working 
at  age  ten  and  worked  full  time 
while  in  high  school.  He  joined 
Stauffer  as  a  salesman  in  1934, 
for  $150  a  month.  Albright's  first 
job  was  as  a  Wall  Street  lawyer. 


III! 
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Selling   To  Industry.  Most  of  Stauffer's  sales  are  to  other 
manufacturers,  and  so  few  consumer  products  bear  the  Stauf- 


fer  trademark.  This  plant  in  Delaware  City,  Dela.,  produces 
carbon  bisulphide  for  use  in  viscose  rayon  and  cellophane. 


The  board's  apparent  design  was  to 
make  room  for  both  men.  Gunder 
would  retire  in  seven  years,  leaving 
Albright  as  the  natural  successor  with 
11  years  of  service  in  prospect  before 
reaching  retirement  age.  Albright  re- 
mained executive  vice  president  with 
salary  and  bonuses  of  over  $100,000. 
The  company's  seven  operating  divi- 
sions and  21  stall  departments  were 
split  between  the  two  men  to  giv<  \! 
bright  more  experience  in  operations 
and  Gunder  more  experience  in  staff 
functions. 

No  Bitterness 

Losing  the  presidency  was  a  dis- 
appointment to  Albright,  but  he  re- 
solved to  sta\  lor  at  least  a  year  to  see 
how  it  would  work  out.  "Inevitably," 
he  vi\s.  "the  preceding  years  had  cre- 
ated a  modest  strain  between  Mr, 
Gunder  and  myself.  This  was  over- 
come. Our  relationship  was  always 
Straightforward  and  became,  as  it  once 
was,  elose  and  friendly.  There  was  a 
real  effort  on  both  sides  to  make  it 
work,  and  it  really  worked  quite  satis- 
factorily on  an  organizational  level." 
(Says  Gunder:  "I  was  delighted  with 
the  way  Mr.  Albright  handled  the 
work;  I'm  sorry  to  see  him  go.  There's 


absolutely  no  bitterness  between  us." 
Why,  then,  did  Albright,  the  undis- 
puted No.  Two  man,  in  line  for  the  top 
spot,  quit  to  go  into  investment  bank- 
ing? Albright  says  he's  not  sure  he  can 
describe  his  exact  motivations.  Not  be- 
coming president  was  one  reason; 
watching  the  company  grow  in  a  differ- 
ent direction  than  he  preferred  was  an- 
other. "There  are  many  people  who 
might  go  along  in  that  kind  of  a  situa- 
tion, especially  if  they  thought  they 
could  get  the  brass  ring  in  six  or  seven 
years,"  he  says.  "But  I'm  me,  and  I 
have  to  make  this  kind  of  difficult  de- 
cision on  the  basis  of  my  own  set  of 
values." 

When  Albright  left,  Gunder  did  not 
replace  him  with  a  new  executive  vice 
president.  Instead,  Gunder  restruc- 
tured top  management  so  that  only 
five  vice  presidents— three  of  whom  he 
had  just  promoted— report  to  him.  The 
move  brings  Guilder's  image  into 
sharper  focus— and  Stauffer's  as  well. 
Whereas  the  company's  management 
was  structured  to  accommodate  two 
men,  now  there  is  one  strong  executive 
and  his  hand-picked  team. 

Guilder's  leaning  towards  basic 
chemicals  is  revealed  also  by  his  pro- 
motion of  the  general  manager  of  the 


industrial  chemical  division  to  vice 
president  in  charge  of  Stauffer's  seven 
operating  divisions.  Gunder  himself 
had  moved  up  from  industrial  chemi- 
cals to  head  all  operating  divisions. 

Careful  Does  It 

But  Gunder  hardly  intends  to  pull 
Stauffer  out  of  its  ventures  into  spe- 
cialty chemicals.  On  the  contrary,  he 
says,  "For  the  long  pull  this  is  where 
the  additional  profits  will  come  from." 
The  industrial  chemical  division  has 
declined  from  55%  of  sales  in  1965  to 
49%  last  year— mostly  because  of  ac- 
quisitions, such  as  Cowles  Chemicals, 
a  small  ($28  million  in  sales)  company 
acquired  eight  months  ago— and  will 
decline  further. 

Yet  the  fact  remains  that  Gunder's 
timetable  in  specialty  chemicals  is 
slower  than  Albright's,  and  Gunder's 
instinctive  emphasis  is  on  heavy  chem- 
icals. Meanwhile,  Gunder  has  his  work 
cut  out  for  him.  With  most  of  the  com- 
pany's heavy  chemicals  (except  sulfuric 
acid)  still  lagging,  per-share  earnings 
were  off  10.2%  in  the  first  half,  despite  a 
10.6%  sales  gain.  If  Gunder  succeeds 
in  reversing  this  disappointing  trend, 
there  will,  at  least,  be  little  doubt  as 
to  where  the  credit  belongs.  ■ 


FRANCO-GERMAN  COOPERATION,  U.  S.  STYLE 


Unlikely  as  it  seems,  Stauffer 
.  Chemical  Corp.  is  the  outgrowth  of 
a  chance  meeting  in  San  Francisco 
in  1885  between  a  French  count 
with  money  and  a  German  chemist 
with  ideas.  John  Stauffer,  who  had 
been  selling  chemicals  for  a  Belgian 
company,  started  his  own  company. 
Shortly  thereafter  Count  Christian 
de  Guigne,  a  well-to-do  San  Fran- 
cisco man  about  town,  put  up  a  few 
thousand  dollars  to  go  into  partner- 
ship with  Stauffer.  By  1920  there 
was  an  East  Coast  branch,  and  as 
Stauffer  &  Co.  grew,  the  two  fam- 
ilies shared  more  equally  in  both 
the  management  and  the  ownership 
of  the  company. 


In  1953,  to  ease  the  two  families' 
estate  tax  problems,  Stauffer  went 
public.  The  stock  was  split  120-for-l 
and  325,000  shares  were  sold.  At 
that  time  the  company  had  assets  of 
$77  million  (vs.  last  year's  $410 
million)  and  sales  of  $113  million 
(us.  $424  million).  When  Hans 
Stauffer,  John  Stauffer's  German- 
born  nephew  who  came  to  the  U.S. 
in  1920,  retired  as  president  last 
year,  the  era  of  family  management 
ended.  Christian  de  Guigne  III, 
grandson  of  the  count  and  a  former 
company  president,  is  still  chair- 
man, but  he  makes  his  office  in  San 
Francisco  and  leaves  the  running  of 
the  company  to  its  New  York-based 


president,  Roger  Gunder.  But  fam- 
ily control  of  Stauffer  is  by  no  means 
gone.  Hans  Stauffer  still  is  a  mem- 
ber of  the  board,  as  are  Christian 
de  Guigne  III  and  his  cousin,  Chris- 
tian de  Dampierre  (who  was  treas- 
urer for  several  years  in  the  1950s). 
It  is  estimated  the  Stauffers  own  a 
million  shares  of  Stauffer  common, 
as  do  the  De  Guignes  and  De  Dam- 
pierres,  which  means  that  together 
the  two  family  groups  own  better 
than  20%  of  the  9.7  million  shares 
outstanding.  So  even  today,  83  years 
after  that  meeting  in  San  Francisco, 
Stauffer  Chemical  is  very  much  a 
Franco-German  joint  venture,  U.S. 
style. 
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Loaded  Laggards-.  The  List  for  1968 


It  is  now  17  years  since  Forbes  ran 
its  first  list  of  so-called  "Loaded  Lag- 
gards," a  term  that  was  employed  to 
describe  a  company  whose  stock  price 
had  lagged  behind  the  value  of  its  as- 
sets. That  is  to  say,  $1  spent  on  the 
company's  stock  would  buy  more,  often 
a  great  deal  more,  than  $1  worth  of 
assets  on  the  company's  books.  In  the 
early  days,  in  fact,  it  was  often  possible 
to  buy  a  company's  stock  for  less  than 
the  value  of  its  net  working  capital. 
Theoretically,  a  purchaser  who  was 
successful  in  buying  up  all  of  such  a 
company's   stock   could   have   gotten 


back  his  purchase  price  in  liquid  assets 
at  once. 

Since  then,  it  goes  without  saying, 
times  have  changed.  The  long  boom, 
and  with  it  the  growth  in  corporate 
prosperity,  has  made  many  a  one-time 
laggard  look  better  than  it  once  did, 
and  therefore  of  more  interest  both  to 
the  investor  and  to  the  would-be  take- 
over artist.  Inflation  also  can— though  it 
does  not  always— help  the  asset-loaded 
company.  To  the  extent  that  the  price 
of  its  productive  equipment  and  its 
product  go  up,  a  company  has  an 
advantage     in     that     its     output     is 


made     on     lower-priced     machinery. 

In  recent  years,  therefore,  Forbes  has 
changed  the  criteria  for  inclusion  on 
the  Loaded  Laggard  list.  Last  year  and 
the  year  before,  the  criteria  were  that 
a  company's  stock  had  to  be  selling 
1)  near  or  below  the  per-share  value  of 
.  its  net  working  capital,  or  2)  substan- 
tially—meaning  at  least  20%— below 
book  value.  This  year  companies  are 
included  if  they  sell  on  the  market  at 
any  discount  from  book  value.  The  old- 
time  bargains  had  simply  vanished. 

This,  of  course,  destroys  some  of  the 
comparability  between  this  year's  list 


These  companies  sell 

of  a  discount  from 

book  value 

Company 

Total 
Assets 

(millions) 

Recent 
Price 

Book 
Value 

Discount 

from  Book 

Value 

Net  Working 
Capital 

(per   share)* 

latest 
12-Month 
Earnings 

P/E 
Ratio 

1967-68 
Price 
Range 

Major 
Holdings 

Capital   Goods: 

Allis-Chalmers 
American  Chain  &  Cable 
Archer-Daniels-Midland 
Case  (J.  1.) 
Crane  Co. 

$   637 
125 
149 
273 
247 

275/g 

37V4 

60  Vi 
15 
45  % 

$34.68 

37.65 
63.11 
17.23 
53.92 

20% 
1 

4 
13 
16 

$13.32 
20.46 
22.28 

d  10.84 
18.81 

$0.05 
2.57 
2.27 
0.30 
5.16 

14 

27 

50 

9 

381/4-21% 

491/2-35 

651/2-35% 

265/8-13V4 

58    -33% 

23.0% 
17.0 
54.0 
16.0 

Gar  Wood  Industries 
General  Refractories 
International  Harvester 

Massey  Ferguson 
McQuay  Morris 

40 

157 

1,812 

912 

21 

8% 
16 

323/4 
17 
19 

8.55 
20.78 
40.21 
24.09 
26.80 

2 

23 
19 
29 
29 

d7.57 
1.50 
17.07 
10.00 
21.12 

0.25 
dl.29 
2.74 
1.23 
1.02 

34 

12 
14 
19 

10     •  51/4 
20    -12% 
41     -30% 
255/8-15 
251/2-16V2 

11.4 
38.0 

8.0 

Mesta  Machine 

Pullman 

Screw  &  Bolt  Corp.  of  Amer. 

Smith  (A.  0.) 

United  Shoe  Machinery 

U.S.  Pipe  &  Foundry 

57 
411 

39 
191 
304 
163 

35  Vt 

47 % 

WA 

41% 

80 

25% 

42.34 
47.43 
12.07 
51.02 
85.09 
30.82 

17 
1 
5 

18 
6 

16 

20.89 
21.31 
3.37 
20.79 
23.72 
11.04 

2.83 
3.49 
0.53 
4.56 
5.76 
1.99 

12 
14 
22 
9 
14 
13 

42%-32'/4 
55%-43 
l-J  1/2-  5% 
44    -225/g 
83%-52i/4 
35    -171/4 

13.0 

26.0 
53.0 

Food: 

Allied  Mills 

American  Crystal  Sugar 
American  Sugar 
Anderson,  Clayton 

85 

93 

278 

320 

60% 

30  y2 

29% 
39  y4 

64.79 
38.61 
31.94 
61.55 

7 

21 

8 

36 

20.28 

2.09 

d15.71 

13.72 

5.51 

4.06 
2.46 
3.05 

11 
8 
12 
13 

661/2-441/4 
34%-14% 
36V2-23% 
44%-26% 

52.4 

24.0 

40.0 

Associated  Brewing 

I.P.L.t 

Libby,  McNeill,  &  Libby 

North  American  Sugar 

48 
148 
231 

38 

12y« 

15% 
15% 
20 '/4 

17.69 
18.42 
18.22 
29.71 

31 
14 
14 
32 

dl.88 
4.09 
6.55 
6.05 

d0.09 
0.02 
0.95 
1.56 

16 
13 

28%-IP/2 
30%-  8% 
191/s-  9% 

241/4-11V4 

27.0 
36.0 
31.0 

Staley  Mfg. 
Sucrest 
Swift  &  Co. 
Tobin  Packing 

122 
40 

758 
24 

37 1/4 

18 '/4 

25 

191/4 

39.67 
20.77 
33.01 
23.93 

6 
12 
24 
20 

12.41 
6.92 
6.12 
9.95 

2.07 
1.18 
1.57 
1.02 

18 
15 
16 

19 

41     -32% 
21%-ISVb 

365/8-22V4 
17     -231/4 

54.0 

25.2 

3.6 

17.0 

Merchandising: 

Acme  Markets 
Bond  Stores 
City  Stores 

Cunningham  Drug  Stores 
First  National  Stores 

275 
76 

150 
30 

123 

41% 

251/2 

23 

21% 

33% 

55.11 
37.54 
24.86 
28.42 
52.77 

25 
32 

7 
24 
36 

18.30 
23.84 
10.88 
18.29 
19.26 

3.10 
1.66 
1.68 
1.01 

d4.14 

13 
15 

14 
21 

46%-32 
31%-17% 
265/8-15% 
21%-!  1% 
353/4-21% 

74.6 
25.0 

Montgomery  Ward 
National  Tea 
Neisner  Brothers 
Newberry,  J.  J. 
Woolworth,  F.W. 

1,730 

205 

35 

146 

1,029 

36% 
14% 
151/s 

31% 
26% 

51.30 
15.53 
29.53 
35.35 
32.65E 

29 
5 

49 
11 

18 

22.04 

4.78 

13.38 

15.40 

4.63 

1.81 

1.07 
0.91 
2.39 
2.23 

20 
14 
17 
13 
12 

363/4-20% 

163/8-13 
16       -1|5/8 

39    -15% 
32%-19% 

57.0 

53.3 

32.0 

4.6 

Steel: 

Armco  Steel 
Bethlehem  Steel 
C  F  &  1  Steel 
Cyclops  Corp. 
Detroit  Steel 

1,450 

3,084 

227 

158 

139 

48 
2  8 1/2 
18% 
341/8 
19% 

59.62 
40.39 
36.46 
46.94 
21.17 

19 
29 
49 
27 
7 

5.90 
7.44 
10.73 
3.53 
0.63 

5.23 
3.44 
2.59 
4.04 
1.28 

9 
8 
7 
8 
15 

58%-455/g 
39 1/8  -28  % 
24V2-I1% 
40    -29% 
24     -11  Vi 

12~7 

•After  prior  obligations,  i.e., 

ong-term  debt, 

minority  interest  and  pre 

ferred  stock. 

tFormerly   International 

Packers.  d-Defi 

cit.   E-Estimate. 
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There  are  still  many  solid  stocks  where  $1  worth  of  assets  cost  /ess  than  $1  on 
the  stock  market.  Are  they  bargains?  Some  corporate  acquisitors  seem  to  think  so. 


and  last.  To  take  the  16  companies  on 
the  capital  goods  list,  for  example,  only 
three  show  a  discount  of  greater  than 
20?  from  market  value.  But  ten  show 
a  discount  of  15?  or  greater— which, 
allowing  for  the  impact  of  inflation  m 
the  meantime,  is  perhaps  reasonably 
comparable  with  last  year's  20%.  Nev- 
ertheless, it  is  still  worth  noting  that  the 
new  criteria  do  gather  in  companies 
whose  recent  market  price  represents 
a  discount  of  a  mere  \%  or  2%  from 
book  value,  and  that  there  are  others— 
Abex,  Amsted  and  Alcan  Aluminium— 
that  barely  missed  making^the  list. 


The  change  in  the  way  the  Loaded 
Laggard  list  is  put  together  is  more 
than  a  technical  change  in  criteria;  it 
also  mirrors  a  much  larger  change  in 
the  business  world  and  in  the  rules  by 
which  today's  management  game  is 
played.  The  rush  of  mergers,  of  acqui- 
sitions, of  tender  offers,  of  take-over 
bids  impels  the  management  of  a 
Loaded  Laggard  to  do  something 
about  it  if  possible.  That  something 
may  be  to  merge  with  another  com- 
pany. It  may  be  to  shake  up  the 
company  until  it  performs  more  ap- 
propriately in  keeping  with  the  com- 


pany's assets.  It  may  be  to  shift  some 
of  those  assets  from  low-earning  to 
high-earning  use— or  at  least  to  uses 
that  investors  regard  as  promising  for 
the  future,  and  therefore  deserving  of 
a  better  stock  price.  In  a  large  sense, 
the  lowering  of  the  admission  criteria 
to  the  Loaded  Laggard  list  reflects  a 
growing  sophistication  and  responsive- 
ness of  corporate  managements  to  the 
facts  of  economic  life  around  them. 

Impregnable? 

The  only  managements  that  can  af- 
ford the  luxury  of  ignoring,  or  seem- 


Company 

Granite  City  Steel 
Inland  Steel 
Inte-lake  Steel 
Jones  &  Laughlin  Steel 
Keystone  Steel  &  Wire 

McLouth  Steel 
National  Steel 
P.ttsburgh  Steel 
Republic  Steel 
Sha'on  Steel 

U.S.  Steel 
Wheeling  Steel 
Youngstown  Sheet  &  Tube 

Textiles: 

Bates  Manufacturing 
Cone  Mills 
Dan  River  Mills 
Graniteville  Co. 
Hat  Corp.  ot  Amer. 

Lowenstein,  M. 
Springs  Mills 
Stevens.  J.  P. 
United  Merchants  &  Mlrs. 

Miscellaneous: 

Alpha  Portland  (ement 
American  Consumer  Ind. 

tnaconda 
avuk  Cigar 
Brown  Co. 

Checker  Motors 
Cuneo  Press 
Endicott  Johnson 
Federal  Paper  Board 

Hoppers  Co. 
Kroehler  Mfg. 
Lehigh  Portland  Cement 
Leonard  Refineries 
Marquette  Cement 

Minnesota  Enterprises 
Olin  Mathieson 
St.  Regis 

Shick  Electric 
Sinclair  Oil 
Western  Union  Tele. 
Wurlitzer  Co. 


Total 

Discount 

Net   Working 

Latest 

1967-68 

Assets 

Recent 

Book 

from   Book 

Capital 

12-Month 

P/E 

Price 

Major 

(millions) 

Price 

Value 

Value 

(per   share)* 

Earnings 

Ratio 

Range 

Holdings 

S   322 

25 

527.33 

9% 

$  d22.79 

$  0.96 

26 

32V2-19 

— 

1.131 

33 3  a 

39.71 

16 

d0.60 

3.82 

9 

403/4-30y8 

— 

277 

30'8 

42.69 

29 

9.12 

3.56 

8 

343/s-265/8 

9.0% 

1,093 

60'4 

85.29 

29 

d9.25 

5.14 

12 

797/8-453/8 

— 

137 

325/8 

45.95 

29 

7.41 

2.96 

11 

383/8-29V4 

— 

258 

383/4 

48.46 

20 

2.50 

4.82 

8 

47V2-243/4 

— 

1,222 

42% 

48.40 

12 

5.20 

4.91 

9 

54'/8-401/8 

— 

190 

14% 

28.06 

47 

d6.52 

2.48 

6 

18     •  9V2 

18.5 

1,523 

40% 

60.22 

32 

d0.96 

5.64 

7 

505/s-39 

— 

192 

34% 

60.49 

43 

d7.32 

3.86 

9 

44     -29  Vi 

— 

5,606 

385/8 

62.59 

38 

d  10.07 

4.00 

10 

50V4-38 

— 

405 

24% 

72.51 

66 

d42.21 

3.39 

7 

343/4. I5V2 

8.2 

985 

33  Vi 

58.20 

42 

d0.33 

4.36 

8 

46  Vi  -26  3/4 

" 

73 

14V4 

21.07 

32 

2.09 

d2.77 

273/4. 101/8 

53.0 

220 

2P/2 

39.44 

45 

14.64 

1.77 

12 

28'/8-195/8 

42.0 

270 

22 

24.19 

9 

7.08 

1.43 

15 

261/2-20'/s 

15.0 

74 

30 

31.06 

3 

10.96 

2.51 

12 

43    -2 1  y8 

— 

24 

12  3/4 

14.88 

14 

9.97 

d0.12 

— 

15V2-  7y8 

33.0 

227 

24% 

36.37 
30.17 

32 

11.94 

2.06 

12 

273/8-l5 

50.0 

295 

20'/4 

33 

11.75 

0.24 

84 

26    -17 

58.7 

568 

54 

58.81 

8 

25.70 

4.90 

11 

65V8-393/4 

— 

583 

33  Vi 

35.52 

7 

16.25 

3.28 

10 

36V2-22 

" 

79 

17Vi 

23.66 

28 

d9.87 

d0.31 

18     -  73/4 

27 

18 

20.84 

14 

d  19.85 

0.19 

95 

22     -12 

11.6 

1,385 

46% 

49.12 

5 

7.61 

2.94 

16 

55     -39 

— 

39 

137/s 

16.79 

17 

11.91 

0.69 

20 

16     -125/8 

20.0 

196 

I51/. 

19.08 

20 

d20.66 

d0.54 

— 

28V4-15V4 

50.0+ 

30 

171/2 

25.55 

32 

2.93 

d0.72 



203/4-143/4 



50 

16 

19.99 

20 

d3.31 

d0.42 

— 

17     -107/8 

73.0 

88 

37  Vi 

58.34 

36 

34.19 

1.70 

22 

437/8-245/8 

— 

85 

25  Vi 

25.26 

1 

d3.72 

2.60 

10 

32     -14V2 

30.0  + 

327 

33  Vi 

34.76 

4 

5.51 

2.81 

12 

45V4-31V2 

— 

62 

32% 

33.02 

1 

12.89 

1.02 

32 

343/8-193/8 

55.0 

176 

195/8 

26.65 

26 

d3.27 

0.85 

23 

20V8-  9V8 

— 

44 

16% 

17.89 

9 

d1 .16 

1.45 

11 

19    - 1 1  Vs 

33.0 

147 

22% 

27.81 

20 

d0.89 

1.41 

16 

22V4-11 

24.0 

28 

9Vi 

10.04 

9 

dl0.69 

d0.04 



14Vi-  8'/2 

— 

946 

34 

35.94 

5 

1.76 

3.43 

10 

423/8-32V2** 

— 

833 

32 

34.43 

7 

d8.31 

2.22 

14 

383/8-267/8 

— 

26 

83/8 

9.45 

11 

5.10 

d2.06 

— 

12V8-  7 

27.5 

1  810 

735/i 

92.53 

20 

d7.17 

7.56 

10 

87y8-61'/4 

— 

741 

34V4 

41.11 

16 

d36.48 

1.75 

20 

50'/8-30 

— 

64 

19% 

24.40 

21 

17.19 

1.66 

12 

36    -18V8 

32.0 

•After  prior  obligations,  i.e.,  long-term  debt,  minority  interest  and  preferred  stock.d-Deficit.  +  Plus  **   Range  after  spin-off  of  E.R.  Squibb  &  Sons. 
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ing  to  ignore,  those  facts  of  life  are 
managements  in  a  particularly  strong 
defensive  position.  Specifically,  this 
means  managements  in  charge  of  com- 
panies where  a  significant  portion  of 
the  stock  is  closely  held,  enough  to  give 
pause,  at  least,  to  a  would-be  take-over 
artist.  Therefore,  this  year  for  the  first 
time,  the  Loaded  Laggard  list  includes 
a  column  entitled  "Major  Holdings," 
meaning  the  percentage  ot  stock  in 
presumably  friendly  hands.  The  fact 
that  such  major  holdings  exist  in  some 
40%  of  the  companies  on  the  list  sug- 
gests how  important  this  protection 
can  be  for  the  management  of  a  Load- 
ed Laggard. 

The  Bellwethers 

On  the  other  hand,  the  existence  of 
substantial  concentration  of  stock  in 
a  few  hands  does  not  always  inhibit  a 
merger  bid.  In  fact,  it  may  even  facili- 
tate it.  In  cases  where  a  single  large 
stockholder,  or  a  small  group,  can  be 
convinced  to  sell  to  an  outside  suitor, 
they  will  often  act  as  bellwethers  who 
can  carry  the  rest  of  the  shareholders 
along.  A  case  in  point  is  one-time 
Loaded  Laggard  Schenley  Industries, 
where  Glen  Alden  was  finally  able  to 
persuade  major  stockholder  Lewis 
Rosenstiel  and  the  Rosenstiel  Founda- 
tion to  sell  their  shares.  As  a  result,  it 
looks  as  though  the  merger  will  even- 
tually go  through,  despite  a  long  pe- 
riod of  difficulty  with  the  SEC  and 
other  legal  complications. 

In  such  cases,  the  existence  of  a 
substantial  interest  may  not  prevent  a 
merger,  but  it  can  do  something  equal- 
ly important  from  a  management's 
point  of  view.  That  is,  it  can  ensure 
that  any  merger  bid  that  is  finally  ac- 
cepted will  be  to  management's  liking. 

The  swarm  of  mergers  and  tender 
offers  that  have  marked  the  past  year 


explains  the  departure  of  a  few  com- 
panies from  last  year's  Loaded  Laggard 
list,  and  suggests  the  possibly  immi- 
nent departure  of  others.  U.S.  Lines  is 
gone,  soon  to  merge  with  Walter  Kidde'; 
so  is  Moore  &  McCormack,  which  is 
joining  City  Investing.  Allis-Chalmers 
is  still  on  despite  five  tender  offers  in 
the  last  two  years;  but  the  latest,  by 
Charles  Bluhdorn  of  Gulf  &  Western 
Industries,  may  well  mean  the  end  of 
A-C  as  an  independent  company. 

On  the  other  hand,  a  successful 
tender  offer  need  not  remove  a  com- 
pany from  the  list:  James  Ling's  LTV 
tendered  for  and  acquired  63%  control 
of  big  Jones  &  Laughlin,  a  $l.l-billion- 
assets  steel  producer,  but  the  remain- 
der of  the  company's  outstanding  stock 
still  sells  at  a  figure  that  amply  warrants 
Laggard  status. 

Another  innovation:  The  list  this 
year  is  divided  by  industries.  This  di- 
vision spotlights  the  extent  to  which 
problems  may  be  widespread  through- 
out an  industry.  For  example,  of  the  16 
largest  U.S.  steel  companies  included 
in  Forbes  20th  Annual  Report  on 
American  Industry  {Jan.  1),  only  Kaiser 
Steel  and  two  smallish  specialty  pro- 
ducers, Allegheny  Ludlum  and  Cruci- 
ble, are  not  on  the  Loaded  Laggard 
list.  And  it  is  worth  noting  that  Cru- 
cible Steel  is  apparently  in  the  process 
of  merging  with  Colt  Industries,  after 
several  merger  bids  in  recent  years 
fell  through. 

All  told,  18  steel  companies  with 
aggregate  assets  of  $18  billion  now 
qualify  as  laggards— and,  for  the  most 
part,  by  no  small  margins,  either.  Thir- 
teen sold  recently  on  the  market  at  20% 
or  more  below  book  value,  seven  (in- 
cluding U.S.  Steel)  at  more  than  30% 
and  five  at  more  than  40%. 

What  seems  to  make  steel  compa- 
nies, even  companies  as  large  as  Jones 


&  Laughlin,  attractive  as  take-over 
candidates?  One  is  poor  profit  pros- 
pects, in  the  opinion  of  most  investors, 
that  keeps  their  stock  prices  down.  But 
more  tempting  is  the  hope  of  turning 
their  enormous  assets,  and  their  cash 
flow,  to  more  profitable  use. 

Other  major  industry  concentrations 
of  Loaded  Laggards  are  to  be  found 
in  capital  goods,  food  (including  meat 
packing),  merchandising  and  textiles. 
But  in  each  of  these,  many  of  the  best 
'and  largest  firms  are  a  long  way  from 
sinking  to  Laggard  status  —  for  exam- 
ple, Ingersoll-Rand  in  capital  goods, 
General  Mills  in  food,  Federated  De- 
partment Stores  in  merchandising  and 
Burlington  Industries  in  textiles.  Prob- 
lems may  be  common  in  these  indus- 
tries, but  they  are  not  as  pervasive  as 
they  are  in  steel. 

Hail  &  Farewell 

The  list  of  companies  (see  below) 
that  were  on  last  year's  Loaded  Lag- 
gard list  but  are  off  this  year  must  be 
read  with  an  eye  to  the  differing  cri- 
teria used  in  the  two  years.  This  year 
a  company  acquires  Laggard  status  if 
its  recent  stock  price  was  below  its 
book  value  at  the  start  of  its  current 
fiscal  year;  last  year  its  stock  had  to  sell 
at  least  20%  below  book.  Therefore  it 
is  easier  to  remain  on  the  list— and  cor- 
respondingly harder  to  get  off.  In  this 
setting,  it  is  interesting  to  note  that  this 
year  produced  about  the  same  number 
of  graduates  as  last— 14  vs.  12. 

Such,  however,  are  the  vagaries  of 
the  stock  market  that  graduation  is  not 
necessarily  a  permanent  status.  Granite 
City  Steel,  Associated  Brewing,  Schick 
Electric  and  City  Stores  have  the  un- 
happy distinction  of  being  the  only 
four  companies  that  managed  to  get 
off  the  1967  Loaded  Laggard  list-and 
returned  to  the  list  in  1968.  ■ 


THE  RECENT  GRADUATES 


These  New  York  Stock  Exchange  companies  were  on 
the  1967  Loaded  Laggard  list  but  are  off  this  year. 


Company 

Main   Business 

1967  Price 

1968  Price 

1967* 
Book   Value 

1968* 
Book  Value 

American  Cement 
American  Export  Ind.  f 
Bath  Industries  ■;•-;■ 
Belding  Hemingway 
Bell  Intercontinental 

cement  producer 

diversifier 

shipbuilding 

textiles  &   chemicals 

diversifier 

10% 

30% 
14 

161/2 

10% 

23 

45  % 

37 

29% 

14 

$14.12 
53.09 
20.02 
24.70 
13.47 

$14.95 
29.35 
20.62 
24.56 
13.47 

Budd  (o. 
Central  Foundry 
Hazeltine 
Holly  Sugar 
Keebler  Co. 

auto  supplier  &  rail  cars 
cast-iron  pipe  &  fittings 
patent  licenser;  electronic 
beet  sugar 
biscuit   baker 

equip. 

WA 

11% 
10% 
161/8 
31% 

34% 
21% 
\VA 
33'/4 
70% 

30.21 
17.78 
13.95 
32.04 
41.75 

29.74 
18.04 
15.26 
30.66 
43.27 

tykes  Brothers 
PennDixie  Cement 
Penn  Fruit 
Publicker  Industries 

shipping 

cement  producer 

supermarkets 

industrial  alcohol  &  chemicals 

12% 

181/8 
7% 
8 

30% 

25% 
16% 
17 

28.56 
22.68 
11.22 
17.51 

28.96 
22.29 
12.11 
14.67 

•Beginning  of  fiscal  year. 
>■                                                     — 

t   Formerly  American   Export 

Isbrandtsen. 

tt  Formerly   Bath    Iron  Works. 

■i 
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The  Law:  Trouble  for  the  Top 

Texas  Gulf,  BarChris,  Law  Research.  Remember  the  names.  Judicial  decisions  in 
each  of  these  law  cases— different  in  their  details— have  a  common  drift:  In  investing, 
caveat  emptor  is  fast  changing  to   vendor  emptor  and  even  "director  emptor." 


Virtually  all  federal  appeals  courts 
have  three  judges.  But  to  reach  last 
month's  Texas  Gulf  Sulphur  decision, 
the  Second  Circuit  (New  York  City) 
swelled  its  panel  to  nine.  That  gives 
some  idea  how  important  the  decision 
was  (see  box.  p.  29).  "It's  the  most 
significant  securities  law  decision  in 
years."  says  David  S.  Ruder,  a  profes- 
sor of  law  at  Northwestern  University. 

The  Texas  Gulf  case  raises  main 
key  questions  about  insider  trading 
and  corporate  disclosure  that  worry 
top  management.  The  answers  are 
more  than  theoretical.  At  stake  can  be 
millions  of  dollars.  In  Texas  Gulf  the 
stockholder  suits  yet  to  be  settled  could 
well  reach  $100  million. 

And  yet  the  money  currently  in- 
volved may  be  the  least  od  it.  When 
the  history  books  are  written,  the 
Texas  Cult  case  may  turn  out  to  be 
a  landmark  in  the  evolution  of  capi- 
talism from  tlie  original  "public-be- 
damned"  to  capitalism  as  a  public 
trust.  The  Texas  Gulf  ruling  is  not  iso- 
lated. It  is  a  part  of  a  growing  trend 
on  the  part  of  the  courts  and  of  the 
laws  to  be  increasingly  strict  and  pre- 
cise as  to  the  nature  of  the  relationship 
between  a  corporate  management  and 
its  scattered  and  relatively  powerless 
public  stockholders. 

The  issues  raised  in  the  Texas  Gulf 
case  go  far  beyond  that  company.  They 
demonstrate   a   code   of   conduct    re- 


quired of  businessmen  today  that  was 
unheard  of  ten  years  ago.  Just  as  im- 
portant, they  hit  at  the  pocketbooks 
of  the  men  who  run  business.  Thus  the 
Texas  Gulf  decision,  like  many  others, 
is  broadening  the  law.  In  doing  so  it 
is  inviting  more  stockholder  suits,  a 
costly  development  that  worries  the 
men  at  the  top  of  public  corporations. 

One  good  measure  of  just  how  wor- 
ried they  are  is  that  in  the  last  five 
years  the  amount  of  liability  insurance 
sold  to  directors  and  officers  has  in- 
creased from  practically  nothing  to  over 
SI  billion  (sec  box,  p.  24).  "Today  the 
responsibility  of  being  a  director  is  al- 
most frightening,"  says  Sidney  J.  Wein- 
berg, Goldman,  Sachs  &  Co.'s  senior 
partner,  who  has  served  on  35  boards 
in  the  last  40-odd  years.  Weinberg  is 
one  of  Wall  Street's  most  ubiquitous 
directors.  Says  Weinberg,  "I've  been 
sued  from  hell  to  breakfast  on  every 
kind  of  stockholder  suit  imaginable." 
But,  says  Weinberg,  "I  haven't  lost 
one  yet." 

Abraham  L.  Pomerantz,  an  attorney 
who  has  become  rich  bringing  stock- 
holder suits  against  corporate  insiders, 
says  it  is  not  worthwhile  to  serve  as  a 
director  anymore.  "The  risks  of  being 
sued  are  too  great  for  what  you  get 
out  of  it,"  he  says. 

Directors  and  management  are  not 
the  only  ones  who  are  being  hauled 
into  court  by  shareholders.  More  than 


Capitol  Lanes  Or  Heavenly  Lanes?  This  deserted  bowling  alley  in  East 
Haven,  Conn,  appeared  under  both  names  in  the  records  ot  the  now 
bankrupt  BarChris  Construction  Corp.  Neither  Peat,  Marwick,  Mitchell 
&  Co.,  the  accountants,  nor  Drexel  &  Co.,  the  underwriters,  caught 
this  when  they  prepared  the  BarChrism  prospectus.  Should  they  have? 
"This  isn't  an  apology,"  says  a  Wall  Street  lawyer."But  in  those  days 
bowling  was  one  of  the  two  or  three  glamour  industries.  Besides,  the 
market  was  boiling  and  everyone  was  hurried."  It  sounds  almost  like  today. 


100  cases  are  currently  pending  against 
accounting  firms.  A  distinguished  in- 
vestment banking  firm,  Drexel  &  Co., 
now  part  of  Philadelphia's  Drexel  Har- 
riman  Ripley,  Inc.,  lost  a  stockholder 
suit  early  this  year  because  it  didn't 
carefully  check  the  facts  in  a  prospec- 
tus of  BarChris  Construction  Corp., 
which  later  went  bankrupt. 

24  Million  Enemies 

Why  the  increase  in  the  number  of 
shareholder  suits?  One  reason,  of 
course,  is  that  there  are  more  share- 
holders—"24  million  potential  enemies," 
as  one  insurance  company  advertise- 
ment puts  it.  Also,  there  are  more  pub- 
lic companies  today.  Moreover,  there 
are  many  marginal  companies  that 
went  public  during  the  boiling  new- 
issue  markets  of  1961-62  and  1967-68. 
When  a  boom  collapses,  many  of  these 
companies  go  bankrupt,  becoming  a 
fertile  source  of  shareholder  suits.  Wes- 
tec  Corp.'s  collapse  triggered  roughly 
$100  million  in  lawsuits.  When  Con- 
tinental Vending  Machine  Corp.  went 
under,  its  accountants,  Lybrand  Ross 
Bros.  &  Montgomery,  and  some  of  its 
officers  were  hit  with  over  $40  million 
in  shareholders  suits. 

The  most  crucial  factor  about  the 
increase  in  stockholder  suits,  however, 
is  not  their  sheer  numbers.  It  is  that 
the  courts  are  becoming  increasingly 
sympathetic  to  the  shareholder.  "It  is 
definitely  easier  to  bring  a  shareholder 
suit  today  than  it  used  to  be,"  says 
Leonard  I.  Schreiber,  a  New  York  at- 
torney who  is  handling  the  principal 
shareholder  suit  against  the  manage- 
ment of  Texas  Gulf  Sulphur  and  prob- 
ably makes  well  over  $100,000  a  year 
specializing  in  shareholder  suits. 

In  the  past  the  typical  stockholder 
suit  focused  on  a  transaction  between 
an  insider  and  the  company.  A  director, 
for  example,  would  be  sued  for  selling 
property  he  owned  to  the  company  at 
an  inflated  price.  A  president  might 
be  sued  for  using  the  company  plane 
for  a  private  junket  or  for  using  com- 
pany materials  for  building  a  private 
home. 

Today  a  stockholder  suit  is  likely  to 
involve  stock  transactions.  A  surefire 
candidate  for  a  stockholder  suit  is  a 
president  of  a  company  who  knows  his 
profits  are  about  to  fall  50%  and  sells 
his  stock  before  informing  the  other 
shareholders.  So  is  the  director  who 
buys  5,000  shares  at  $100  knowing  his 
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Are  you  a  sitting  duck  in  the  boardroom? 

WHO  PAYS  THE  PRICE? 


While  directors  and  officers  are 
fretting  over  the  rise  in  lawsuits, 
insurance  salesmen  couldn't  be  more 
pleased.  "Directors  and  officers  lia- 
bility insurance  sales  are  up  from 
virtually  nothing  two  years  ago  to 
a  significant  business  today,"  says 
Vincent  Stahl,  a  vice  president  at 
Marsh  &  McLennan  Inc.,  the  coun- 
try's largest  insurance  broker.  (Ex- 
cerpts from  Johnson  &  Higgins  and 
American  Home  Assurance  Co.  ads 
are  shown  above  and  below.) 

Ten  years  ago  directors  and  offi- 
cers (D&O)  liability  insurance  was 
virtually  unheard  of.  Then  came  the 
$5-million  settlement  in  the  Transi- 
tron  stockholder  suit  in  1960.  That 
made  many  people  realize  just  how 
vulnerable  they  were  to  lawsuits. 
But  only  recently  have  insurance 
companies  devised  workable  poli- 
cies. Now  companies  like  Chase 
Manhattan  Bank  and  Stauffer 
Chemical  have  coverage. 

Why  do  they  get  it?  "We  got  our 
coverage  about  a  year  ago,"  says 
James  Kettle,  senior  vice  president 
for  finance  at  Stauffer  Chemical. 
"We  were  reading  the  business 
press,  and  became  aware  of  a  grow- 
ing concern.  Also,  some  of  our  out- 
side directors  asked  for  it.  So  we 
got  it."  Generally  a  company  pays 
90%  of  the  premium  and  the  director 
or  officer  the  rest. 

Some  people  object  to  this  idea 
that  an  executive  can  be  insured 
against  a  lawsuit.  Understandably, 
they  are  confused  by  the  fact  that 
in  a  derivative  lawsuit,  where  the 


corporation  sues  a  director  or  offi- 
cer, the  defendant  can  pay  damages 
out  of  an  insurance  policy  that  has 
been  largely  paid  for  by  the  cor- 
poration. They  argue  that  this  in- 
surance can  make  executives  less 
likely  to  stay  within  the  law. 

Insurance  men  say  that  their  in- 
surance doesn't  cover  dishonesty, 
only  carelessness.  But  who  decides 
whether  the  executive  was  dishon- 
est or  careless?  "I've  no  objection 
to  insurance  which  allows  for  hon- 
est human  error,"  says  Joseph  W. 
Bishop  Jr.,  a  professor  of  law  at 
Yale,  "but  this  insurance  seems  to 
cover  liability  for  some  kinds  of 
self-dealing." 

With  D&O  insurance  so  new,  this 
problem  has  yet  to  be  solved.  In- 
surance settlements  are  usually  bar- 
gained out  between  the  insurance 
company  and  its  client.  Thus,  no 
one  knows  exactly  what  the  insur- 
ance does— and  does  not— cover. 

But  that  may  be  changing.  In 
July,  Blair  &  Co.,  an  underwriting 
firm,  was  found  guilty  of  including 
misleading  information  in  a  prospec- 
tus (see  story,  p.  29).  Blair  had  an 
underwriters  indemnification  policy 
with  its  client,  Law  Research  Serv- 
ice, Inc.  But  the  judge  ruled  Blair 
could  not  collect.  "That  shook  up 
the  underwriters,"  says  one  lawyer. 

It  may  shake  up  others.  Another 
court,  lawyers  say,  could  easily  ex- 
tend this  ruling  to  directors  and 
officers  indemnification.  And  from 
there  to  any  form  of  directors  and 
officers  liability  insurance. 


ijust  might  sueevery 

company  director 
reading  this  newspaper" 


company  is  about  to  be  sold  for  $120 
a  share.  So  is  the  treasurer  who  doctors 
a  prospectus  to  make  a  sick  outlook 
seem  healthy. 

But  these  are  hypothetical  cases. 
They  are  clear  cut.  Real  life  is  more 
complex.  Where  is  the  boundary  line 
between  legality  and  illegality?  A  few 
recent  cases  indicate  that  is  a  tough 
question. 

When  the  BarChris  Construction 
Corp.  went  bankrupt  in  1962,  attor- 
neys for  debenture  holders  found  er- 
rors in  the  registration  statement  that 
had  not  been  caught  by  the  under- 
writers, accountants  or  outside  direc- 
tors. The  contract  backlog  was  stated 
as  $6.9  million,  though  it  was  only 
$2.4  million.  The  most  recent  gross 
profit  had  been  overstated  by  over  90%. 
In  the  suit  the  bondholders  did  not 
accuse  the  underwriters,  accountants, 
or  outside  directors  of  trying  to  inten- 
tionally deceive  them  or  anyone.  But 
were  they  liable  for  the  incorrect  in- 
formation that  management  had  given 
them?  Yes,  ruled  U.S.  District  Court 
Judge  Edward  C.  McLean,  because 
they  had  not  made  a  reasonable  effort 
to  check  the  facts. 

In  1964  the  Yale  Express  System 
Inc.  declared  an  unaudited  profit  after 
taxes  of  $904,318  for  the  first  nine 
months  of  the  year.  Its  12-month 
audited  report  showed  a  loss  of  $3.3 
million.  Among  the  stockholder  suits 
that  were  brought  was  an  action 
against  Peat,  Marwick,  Mitchell  &  Co., 
one  of  the  "Big  Eight"  accounting 
firms,  that  could  mean  a  $2.5-million 
settlement.  The  shareholders  contend 
that  Peat,  Marwick,  though  it  had  not 
been  responsible  for  auditing  the  nine- 
month  figures,  had  enough  informa- 
tion to  know  the  figures  were  incorrect. 

The  Accountant's  Lot 

This  charge  outrages  many  account- 
ants. "The  accountant  has  a  confiden- 
tial relationship  with  his  client,"  says 
Ralph  E.  Kent,  managing  partner  at 
Arthur  Young  &  Co.  and  prospective 
president  of  the  American  Institute 
of  Certified  Public  Accountants.  "It 
doesn't  make  sense  to  think  of  an  ac- 
countant advertising  in  The  Neiv  York 
Times  that  he  found  something  wrong 
with  figures  that  have  already  been 
published."  True,  but  should  an  ac- 
countant who  sees  the  public  being 
misled  look  the  other  way?  Or  should 
an  attorney,  for  that  matter?  Peat, 
Marwick  is  settling  out  of  court,  so  the 
question  remains  to  be  answered. 

These  are  the  kinds  of  questions  that 
the  courts  face  daily.  Basic  honesty  is 
not  usually  an  issue.  Rather,  the  ques- 
tion is  whether  the  defendants  pro- 
tected their  shareholders'  interests  and 
did  their  jobs  competently.  This  really 
puts  insiders,  as  well  as  accountants 

FORBES,  SEPTEMBER  1,  1968 


OCEANOGRAPHY- 
ONE  OF  THE 
EMERGING  INDUSTRIES 
OF  NORTH  AMERICAN  ROCKWELL 

WFRE  ALSO  RUSY: 

Developing  sodium-cooled  fast- 
breeder  reactors  to  produce  Nuclear 
Energy  for  more  efficient  power 
generation. 

Developing  new  techniques  in 
hospital  systems  and  hospital 
modernization  for  advanced 
Medical  Technology. 

Applying  our  knowledge  of  data 
processing  to  design  new  Learning 
Aids  that  will  cope  with  the 
information  explosion. 

Finding  new  ways  of  filtering  air  to 
provide  effective  Pollution  Control. 
Making  circuitry  |  too  small  for  the  eye 
to  see    for  use  in  today's  advanced 
Microelectronics  navigation 
and  control  systems. 

Developing  Systems  Management 
techniques,  an  entirely  new  approach 
to  solving  human  problems. 

And  we're  active  in  leading  growth 
markets: 

Automotive 

Our  Rockwell-Standard  Divisions 
supply  more  heavy-duty  truck 
components  to  truck  manufacturers 
than  any  other  independent 
supplier  in  the  world. 

General  Aviation 

Between  our  Aero  Commander" 
aircraft  and  our  Sabreliner  jets,  we 
manufacture  the  nation's  fullest  line 
of  business,  pleasure,  and 
agricultural  aircraft. 
Leisure  Market 

The  Hatteras  Yacht  facilities  of  our 
Industrial  and  Marine  Divisions 
build  a  complete  line  of  luxury 
fiberglass  motor  yachts. 

To  find  out  what  else  we're  doing, 
send  for  our  Seven  Emerging 
Industries  booklet.  For  your  copy, 
write:  North  American  Rockwell 
Corporation,  Corporate  Public 
Relations,  General  Offices, 
2300  East  Imperial  Highway, 
El  Segundo,  California  90245. 


and  underwriters,  on  the  firing  line. 
"Honest  Abe  Lincoln  could  lose  a 
shareholder  suit  today,"  complains  one 
lawyer.  "It's  more  than  a  question  of 
honesty.  You  have  to  be  candid,  care- 
ful, lucky,  and  have  an  attorney  watch 
your  every  move.  Even  then  you  can't 
be  sure  that  you  might  not  lose  a  share- 
holder suit." 

It  wasn't  always  this  way.  In  the  past 
most  stockholder  suits  were  brought 
under  state  law.  Central  to  it  was  the 
legal  concept  of  "scienter,"  the  delib- 
erate intent  to  deceive,  or  what  most 
people  call  dishonesty,  as  opposed  to 
carelessness.  Generally,  to  win  a  suit 
a  shareholder  had  to  prove  that  the 
defendant  deliberately  intended  to  de- 
ceive him,  a  difficult  task. 

Today  an  increasing  proportion  of 
shareholder  suits  are  brought  in  the 
federal  courts  under  the  Securities  Act 
of  1933  and  the  Securities  &  Exchange 
Act  of  1934,  particularly  under  SEC 
Rule  10b-5,  which  interprets  the  1934 
Act.  Rule  10b-5  says  that  the  fraudu- 
lent sale  or  purchase  of  securities  is 
illegal.  But  dishonesty  does  not  have 
to  be  shown.  "By  and  large,"  says  SEC 
general  counsel  Philip  A.  Loomis  Jr., 
"it  is  not  necessary  to  prove  scienter. 
It  is  possible  to  violate  10b-5  by  be- 
ing careless." 

The  fact  that  an  honest  man  can  lose 
a  shareholder  suit  is  enough  to  give 
many  businessmen  pause  for  thought. 
When  can  one  buy  or  sell  securities  in 
his  own  company?  How  much  informa- 
tion must  he  disclose  to  stockholders 
about  the  company's  outlook?  "It's  not 
easy  for  the  businessman,"  says  one 
Wall  Street  lawyer.  "All  day  when  he 
deals  with  customers  or  competitors  it's 
caveat  emptor— let  the  buyer  beware. 
But  the  law  doesn't  allow  him  to  deal 
with  his  shareholders  that  way." 

A  Day  in  Court 

Besides  not  having  to  prove  dishon- 
esty under  Rule  10b-5,  there  are  many 
procedural  advantages  for  the  share- 
holder. The  statute  of  limitations  is 
generally  six  years  instead  of  three.  A 
shareholder  does  not  have  to  be  in  the 
same  state  as  the  defendant.  Share- 
holders in  any  number  of  states  can 
organize  to  bring  suit. 

In  the  past  many  shareholder  suits 
were  discouraged  by  laws  that  required 
posting  large  sums  of  money  for  court 
costs.  Few  minority  shareholders  have 
a  large  enough  stake  in  a  company  to 
risk  losing  the  bond  if  they  fail  to  win 
a  case.  Under  Rule  10b-5  no  security 
is  required  in  a  so-called  representative 
suit.  ( In  a  representative  suit  the  share- 
holder brings  the  action  on  behalf  of  a 
group  of  shareholders  who  have  been 
similarly  injured.  A  derivative  suit,  the 
other  kind  of  shareholder  action,  is 
brought  on  behalf  of  the  corporation 


against  the  defendant,  who  is  usually 
an  officer  or  director. ) 

The  Supreme  Court  made  represen- 
tative actions  even  less  hazardous  in 
1966.  Before  that  a  shareholder's  law- 
yer could  work  many  months  to  win 
a  case,  only  to  have  the  court  rule  that 
the  shareholder  did  not  legally  repre- 
sent a  larger  group  of  shareholders.  In 
one  of  the  best  known  examples  of  this 
situation  Abe  Pomerantz  argued  a  suit 
against  the  Brooklyn  Union  Gas  Co.  in 
1937,  charging  that  it  had  collected 
$2  million  in  illegal  $1  reconnection 
charges.  Pomerantz  won.  But  the  court 
decided  that  only  the  client  was  en- 
titled to  his  dollar  back.  The  others 
would  have  to  sue  individually.  That 
took  care  of  Pomerantz'  fee. 

The  Supreme  Court  ruling,  how- 
ever, requires  federal  judges  to  decide 
at  the  beginning  of  a  trial  whether  the 
shareholder  represents  a  larger  group 
of  shareholders.  "This  eliminates  the 
risk  that  you  won't  get  an  adequate 
fee  if  you  win,"  says  Schreiber,  who 
is  increasingly  bringing  representative 
actions  under  Rule  10b-5. 

Legal  Democracy 

Rule  10b-5  has  been  so  broadened 
by  the  courts  that  Alan  R.  Bromberg, 
a  professor  of  law  at  Southern  Method- 
ist University,  who  recently  published 
a  book  on  Rule  10b-5,  compares  it 
with  the  due-process  clause  of  the  Con- 
stitution, under  which  most  civil  lib- 
erties decisions  have  been  reached. 
"Rule  10b-5  has  allowed  judges  to  in- 
fuse their  ideas  of  fairness  into  the  se- 
curities law,"  says  Bromberg.  "Courts 
are  always  making  new  law.  It  is  a  very 
democratic  process  where  individual 
investors  go  into  the  courts  and  help 
expand  the  boundaries  of  the  law." 

Perhaps.  But  a  businessman  who 
finds  himself  a  defendant  in  a  stock- 
holder suit  where  new  law  is  being 
made  is  hardly  going  to  relish  his  role 
in  history.  The  accounting  firms  are  a 
case  in  point. 

Until  the  last  five  years,  the  account- 
ing firms  were  virtually  immune  from 
stockholder  suits.  When  its  audits  were 
wrong,  the  accounting  firm  argued 
that  it  had  been  employed  by  manage- 
ment to  render  a  professional  opinion. 
No  privity  existed  between  it  and  the 
shareholders— that  is,  there  was  no  con- 
tractual relationship  between  the  ac- 
counting firm  and  the  stockholder.  The 
accountant's  contract  was  with  man- 
agement. 

Under  state  law,  proving  privity  was 
sometimes  essential.  But  not  under 
Rule  10b-5.  Today,  when  a  company 
goes  bankrupt,  its  accounting  firm  is 
likely  to  be  hauled  into  court  under 
10b-5.  "The  accountants,"  says  Brom- 
berg, "are  on  the  very  frontier  of  the 
development  of  10b-5." 
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The  automotive 
air  pollution  problem- 
is  it  being  solved? 


Texaco  reports :  Yes ! 

Probably  the  best  way  to  measure  progress  is  by 
the  reduction  of  hydrocarbon  emissions  into  the  air 
from  a  typical  automobile— reductions  made  possible 
through  automotive  engineering  and  petroleum  prod- 
uct developments. 


PCV  (Positive  Crankcase  Ventilation)  valves, 
installed  nationwide  in  1 963  model  automobiles,  cut 
hydrocarbon  emissions  by  about  24% . 

Exhaust  controls,  installed  nationwide  in  1968 
engines,  cut  these  emissions  another  42%  —for  a  total 
of  66%. 

And  it  now  appears  technically  possible  to  elimi- 
nate all  evaporative  hydrocarbon  loss— to  bring  the 
total  hydrocarbon  reduction  to  about  83%  of  the 
pre- 1963  levels. 

Getting  rid  of  the  remaining  17%  is  one  aim  of  a 
new  $10-million-plus  joint  research  effort  under  the 
auspices  of  the  Coordinating  Research  Council,  sup- 
ported by  the  automobile  industry,  oil  industry,  and 
the  Department  of  Health,  Education  and  Welfare. 

As  a  member  of  the  American  Petroleum  Institute, 
Texaco  actively  participates  in  this  program.  And  as 
part  of  our  independent  activity,  Texaco  scientists 
are  currently  engaged  in  such  promising  areas  as:  a 
unique  catalytic  muffler  to  filter  exhaust,  a  special 
combustion  process  engine,  gasoline  additives,  special 
gasolines,  and  diesel  smoke  suppressants. 

Encouraged  by  the  results  and  scope  of  today's  all- 
out  research  effort,  we  confidently  expect  the^clean- 
air  car"  will  be  a  reality  in  the 
reasonably  near  future. 
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Like  most  frontiers,  it's  rough.  In  the 
Yale  Express  ease,  Peat,  Marwiek, 
Mitchell  &  Co.  was  sued  partly  because 
it  failed  to  violate  an  accountant's  con- 
fidential relationship  with  his  client.  In 
the  Westec  case  the  giant  accounting 
firm  of  Ernst  &  Ernst  is  being  sued, 
not  only  for  improper  use  of  account- 
ing methods,  but  also  because  in  this 
instance  the  over-all  result  of  their 
application  of  generally  accepted  ac- 
counting principals  was  misleading. 
These  cases  raise  difficult  questions 
that  the  accounting  profession  is  de- 
bating. But  the  last  place  they  want 
to  discuss  them  is  in  the  courtroom 
with  millions  of  dollars  riding  on  the 
outcome.  "Rule  10b-5  is  an  animal 
with  800  amis,"  says  Constantine  N. 
Katsoris.  an  associate  professor  of  law 
at  Fordham  University  who  specializes 
in  legal  accounting  problems. 

The  Sky's  the  Limit 

What  makes  the  problem  partieular- 
h  severe  for  the  accountants  is  that 
the)  have  unlimited  liability.  "It's  just 
not  reasonable,"  says  Ralph  Kent.  "If 
a  company  was  raising  $10  million  in 
a  public  offering,  tlie  accountant's  fee 
would  probabr)  be  about  $10,000,  but 
his  potential  liability  would  be  the  full 
S 10  million.  The  underwriter's  liability 
is  a  much  reduced  amount,  only  his 
share  of  the  underwriting." 

"We  haven't  seen  the  worst  of  it  yet," 
sa\s  Katsoris.  "How. nil  Hughes  sold 
$550  million  worth  of  Trans  World  Air- 
lines' stock  to  the  public  in  April  1966. 
A  few  months  later  the  stock  was 
worth  30V  less  Suppose  there  had 
been  a  careless  material  omission  or 
misstatement  in  the  financial  part  of 
the  registration  statement.  The  ac- 
countant's potential  liability  could  have 
been  ovei  s  165  million." 

The  accountants  aren't  the  only  ones 
worried  about  this  liability,  says  a 
prominent  Chicago  lawyer  who  is  on 
se\  era!  boards.  "A  fellow  I  know  went 
on  the  board  of  a  company  recently 
and  a  month  later  the  company  went 
bankrupt.  He's  petrified." 

Just  how  vulnerable  directors  are  to 
lawsuits  was  dramatized  again  last 
March  in  the  BarChris  Construction 
Corp.  decision.  One  outside  director 
had  joined  the  board  only  a  few  weeks 
before  the  registration  and  had  not  had 
time  to  familiarize  himself  with  the 
company.  No  matter.  The  judge  ruled 
that  he  was  responsible  for  errors  in 
the  registration  statement. 

Predictably,  this  decision  has  created 
concern  among  directors.  "Most  people 
feel  very  sorry  for  the  outside  direc- 
tors in  the  BarChris  case,"  says  one. 
"Anyone  who  has  ever  been  a  director 
knows  that  directors  do  not  have  time 
to  pore  over  registration  statements. 
And    if    thev    tried    to    cross-examine 


management      about      figures,      they 
wouldn't  be  invited  to  serve  again." 

In  fact,  three  months  after  the  Bar- 
Chris decision,  the  directors  and  offi- 
cers of  Law  Research  Service,  Inc.  and 
their  underwriter,  Blair  &  Co.,  were 
found  guilty  in  a  similar  case  and  re- 
ceived an  even  stiffer  penalty.  A  regis- 
tration statement  they  had  filed  in  1965 
for  Law  Research  shares  failed  to  men- 
lion  that  the  company  had  just  lost  an 
impoitant  programming  contract  with 
Sperry  Rand  Corp.  Thirteen  Law  Re- 
search shareholders  brought  suit  claim- 
ing that  they  would  not  have  bought 
Law  Research  stock  if  thev  had  known 


this.  In  finding  the  defendants  guilty, 
the  judge  not  only  forced  them  to  pay 
back  the  full  amount  claimed  by  the 
shareholders  but  also  slapped  punitive 
damages  on  the  president  of  Law  Re- 
search and  Blair  &  Co.  It  was  the  first 
time  punitive  damages  had  ever  been 
imposed  under  the  1933  Securities  Act. 
The  Institute  for  Business  Planning  in 
New  York  termed  the  decision  a  "legal 
thunderbolt  .  .  .  with  far  more  lethal 
potential  for  directors,  officers,  under- 
writers and  others  involved  in  securi- 
ties offerings  than  anything  posed  by 
BarChris." 

These  suits  can  be  a  gold  mine  for 


OUTSIDERS  ARE  IN 


"The  Texas  Gulf  decision  is  earth- 
shaking,"  says  David  S.  Ruder,  a 
professor  of  law  at  Northwestern 
University.  Certainly  just  about  ev- 
ery security  analyst,  banker  and 
mutual  fund  manager  in  the  coun- 
try would  agree  with  him.  For  no 
longer  are  outsiders  who  deal  in  in- 
side company  information  immune 
from  federal  securities  law. 

In  the  past  these  insider  trading 
rules  applied  only  to  directors,  offi- 
cers, major  shareholders,  key  em- 
ployees and  the  corporation  itself. 
But  the  Second  Circuit  Appeals 
Court,  the  most  influential  corporate 
law  court  in  the  country,  ruled  that 
anyone  is  subject  to  insider  rules. 
The  law  is  "applicable  to  one  pos- 
sessing the  information  who  may 
not  strictly  be  termed  an  'insider,'  " 
said  the  court.  Outsiders  are  now  in. 

Predictably,  Wall  Street  is  con- 
cerned about  the  decision.  A  firm 
recommending  stock  on  the  basis  of 
important  information  that  has  not 
been  widely  distributed  would  be 
liable  to  stockholder  suits.  Brokers 
accustomed  to  trading  on  inside 
information,  rumors  and  tips  won- 
der just  how  far  this  could  go. 
"What  happens  if  I  hear  a  rumor 
on  The  Street,  get  my  customers  to 
buy,  and  then  it  turns  out  that  the 


rumor  was  based  on  true  inside  in- 
formation?" asks  one  broker. 

The  courts  probably  don't  have 
the  answer  to  that  question.  As  in 
the  past,  they  will  work  it  out  case 
by  case.  But  it  is  clear  that  the  Texas 
Gulf  decision  will  affect  those  in 
close  contact  with  a  company. 
While  Wall  Streeters  who  sat  on 
the  boards  of  corporations  have  al- 
ways been  subject  to  insider  rules, 
now  the  trading  of  their  customers 
will  be  included  as  well.  This  strikes 
at  the  very  heart  of  the  Wall  Street 
performance  game  where  rumor  of 
a  merger,  a  new  product  or  an  im- 
portant discovery  can  move  a  stock 
sharply  up  or  down  in  a  matter  of 
minutes. 

But  while  the  Texas  Gulf  deci- 
sion was  momentous,  it  was  not 
surprising  says  Ruder:  "It  just  af- 
firmed the  trend  of  the  recent  court 
decisions."  In  fact,  a  prominent 
Wall  Street  investment  banker  an- 
ticipated the  Texas  Gulf  decision 
over  a  year  ago  when  he  told 
Forbes:  "We  are  all  scared  to  death 
of  this  SEC  business.  It  is  bringing 
everyone  down  to  the  level  of  the 
least  informed." 

Or  might  it  just  have  the  effect 
of  bringing  everyone  up  to  the  level 
of  the  most  informed? 
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The  friend  of  the  woman  in  17C. 


As  the  big  jetliner  approaches  the 
ort  at  London,  the  young  woman  in 
17C  grows  nervous.  It's  her  first 
t  and  as  she  looks  out  the  window, 
sees  nothing  but  fog. 
She  reaches  out  to  touch  her  sleep- 
three-year-old  daughter.  How  can 
pilot  possibly  see  the  airport? 
When  the  jetliner's  wheels  touch 
n  gently  on  the  runway,  the  woman 
es  and  turns  to  her  daughter.  But 
daughter  sleeps  on. 
One  reason  the  landing  was  easy 
gentle  is  because  the  pilot  used  an 
tronic  guidance  system  called  ILS— 
nstrume'nt  Landing  System.  It  was 
;loped  by  International  Telephone 
Telegraph  Corporation,  or  ITT. 
y  30  seconds  somewhere  in  the 
Id  an  aircraft  lands  safely  using  an 
cation  of  ILS. 

In  fact,  without  ILS  and  other  of 
developments,  air  travel  as  it  is 
vn  today  would  be  impossible. 
The  woman  in  seat  17C  didn't 
*v  it.  but  the  day  she  boarded  her 
ITT  had  already  played  a  part  in 

life. 

How  many  ITT's? 

When  she  cabled  her  husband  in 

Jon  to  confirm  the  date  and  time 

er  arrival,  the  message  was  sent 

IT. 

The  car  she  drove  to  New  York's 

ledy  International  Airportfrom  her 

nts'  home  in  Newjersey  was  rented 

i  one  of  our  companies. 

Yet  the  woman  possibly  had  never 

i  heard  of  ITT. 

The  "International"  in  our  name 

ell  deserved.  We  do  business  in 

countries  around  the  world  and 

loy.more  than  241 ,000  people. 

Telephone  and  Telegraph? 

But  what  about  the  "Telephone 

Telegraph"?  What's  a  communica- 

;  company  doing  in  so  many  other 

s  of  business? 

Originally,  we  were  a  telephone 

telegraph  company.  Even  after  we 


became  one  of  the  largest  diversified 
manufacturing  and  service  organiza- 
tions in  the  world,  the  name  stayed. 

As  ITT  has  grown  since  those  early 
days,  it  has  made  history. 

During  World  War  II,  for  example, 
an  ITT-developed  radio  direction  finder 
was  credited  with  bringing  the  Nazi 
submarine  wolfpacks  to  a  standstill, 
shortening  the  war  by  at  least  two  years. 

In  1963,  using  earth  terminals  de- 
signed by  us  for  communicating  via 
satellite,  we  helped  open  up  the  first 
experimental  satellite  link  between 
North  and  South  America. 

In  1965,  one  of  our  satellite-com- 
munication earth  terminals,  aboard  a 
Navy  aircraft  carrier,  helped  make  it 
possible  for  millions  in  the  U.S.  and 
Europe  to  see  on  TV  the  recovery  of 
Gemini  astronauts  at  sea,  live,  as  it 
happened. 

Five  times  more  during  1966  a  ter- 
minal was  installed  aboard  a  carrier  and 
five  times  more  millions  saw  actual 
splashdown  and  recovery  operations. 

Last  year  during  the  Arab-Israeli 
war,  the  White  House  used  the  Wash- 
ington-Moscow Hot  Line— for  the  first 
time  in  a  crisis.  One  of  our  companies 
keeps  the  Hot  Line  ready. 

Another  of  our  companies  runs 
the  Kilmer  Job  Corps  Center  in  New 
Jersey  for  the  Office  of  Economic  Op- 
portunity. This  same  company  oper- 
ates and  maintains  the  strategic  Distant 
Early  Warning  (DEW)  Line  which 
stretches  from  Alaska  to  Greenland. 
ITT  today 

ITT  today  is  composed  of  more 
than  200  associated  companies  around 
the  world. 

By  bringing  to  bear  our  total  ex- 
pertise, these  companies  have  gener- 
ated increased  competition  within 
industries  and,  consequently,  have 
generated  more  efficient  use  of  man- 
power and  material  resources. 

The  fields  in  which  we  operate 
were  selected  for  growth  potential  as 


well  as  present  needs.  And  last  year, 
more  than  50  percent  of  our  earnings 
were  derived  from  domestic  sources. 

Much  of  this  U.S.  growth  can  be 
traced  to  our  interest  in  the  service 
industries. 

People's  desire  for  service  keeps 
growing.  So  we've  put  increasing  em- 
phasis on  it.  Our  U.S.  sales  and  re- 
venues are  now  split  about  50-50  be- 
tween manufacturing  and  service 
activities. 

In  addition  to  renting  cars  (Avis,  to 
be  exact),  educational  training  ser- 
vices, and  airport  and  hotel  parking, 
ITT  offers  consumer  loan  services, 
mutual  fund  management,  and  data 
processing— just  to  name  a  few. 

Sheraton,  a  system  of  hotels  and 
motor  inns,  in  the  U.S.  and  abroad,  is 
now  part  of  ITT.  So  is  Levitt  &  Sons, 
world's  largest  international  home  and 
community  builder. 

We  also  operate  a  communica- 
tions network  made  up  of  thousands  of 
cable,  radio  and  satellite  circuits,  and 
can  transmit  a  message  to  almost  any 
point  on  the  globe. 

Recently,  we  entered  the  field  of 
natural-resource  conversion  with  ITT 
Rayonier  Inc.  and  Pennsylvania  Glass 
Sand  Corporation.  These  two  opera- 
tions take  raw  material  from  the  earth 
and  its  forests  and  make  them  useful 
to  manufacturers  of  cellophane,  tex- 
tile fibers,  tire  cord,  photographic  film, 
paper,  glass,  chemicals,  and  other  re- 
lated products. 

ITT  and  you 

With  all  these  services— plus  thou- 
sands of  consumer,  industrial  and  mili- 
tary products  and  services— ITT  is 
helping  you  and  people  all  over  the 
world  to  enjoy  a  better,  safer,  more 
comfortable  life. 

Just  as  it  helped  the  woman  in 
seat17C. 

International  Telephone  and  Tele- 
graph Corporation,  320  Park  Ave., 
New  York,  N.Y.  10022. 


ITT 
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corporate  law  firms  whose  legal  fees 
range  from  $30  to  well  over  $100  per 
hour.  Most  of  their  time  is  not  spent 
trying  to  win  lawsuits  but  trying  to 
keep  their  clients  out  of  lawsuits:  The 
BarChris  decision,  for  example,  pro- 
duced a  flurry  of  legal  memoranda 
from  law  firms  to  their  clients  explain- 
ing the  decision.  It  also  put  law  firms 
who  represent  underwriters  to  work 
"trying  to  put  accountants  on  the  hook 
for  more  and  more  of  the  prospectus," 
says  one  young  lawyer. 

Actually,  the  underwriter's  lawyer 
normally  does  more  of  the  work  in  the 
preparation  of  the  prospectus  than  the 
underwriter.  So  far,  however,  lawyers 
have  generally  managed  to  avoid  the 


ment  conspiracy  of  the  most  technical 
kind.  The  genius  who  perpetrated  it 
[ex-convict  Philip  Musica]  finally 
killed  himself  to  keep  from  going  to 
jail.  I  was  absolved  in  the  end  but  it,, 
was  a  terrible  chore." 

What  disturbs  directors  so  much  is 
that  few  can  possibly  devote  the  time 
required  to  follow  all  the  details  of  the 
company.  "The  nature  of  big  business 
today  is  so  complicated  that  unless  you 
are  on  top  of  a  company  every  minute 
you  just  can't  know  everything  that  is 
going  on,"  says  a  director  of  several 
companies.  Yet  the  law  expects  them 
to  know  when  something  goes  wrong. 

The  only  way  to  resolve  this  dilem- 
ma,  say  many   directors,   is   to   have 


ment  is  stupid,  I  think  you  had  better 
get  off  the  board." 

Of  course,  not  many  directors  will 
get  off  their  boards.  But  a  lot  are  un- 
doubtedly going  to  be  more  careful 
about  which  boards  they  join.  Some 
say  that  they  will  have  to  devote  more 
time  to  reading  company  reports  and 
questioning  management.  Accountants 
and  underwriters  too,  while  they  won't 
admit  the  necessity  to  change  pro- 
cedures because  of  their  increasing 
-liability,  do  concede  that  they  are 
pushing  junior  members  harder  to 
check  and  double-check  their  work. 

Most  important,  no  one  knows  ex- 
actly how  far  the  law  will  go.  "Some 
of   these  are  very  far-reaching  deci- 


Full  House.  Orvel  Sebring,  an 
officer  of  the  American  Bar  As- 
sociation set  up  a  September 
conference  on  the  implications  of 
the  BarChris  decision.  So  far 
over  700  lawyers  want  to  come. 


The  Author.  Judge  McLean  wrote 
the  BarChris  opinion.  Most  law- 
yers doubt  that  he  made  new  law 
in  his  decision.  But  it's  obvious 
that  he  also  made  plenty  of  peo- 
ple aware  of  a  35-year-old  law. 


Scapegoat?  When  a  company 
goes  bankrupt  as  BarChris  did,  it 
is  accountants  like  Ralph  Kent, 
an  officer  of  the  American  Insti- 
tute of  CPA's,  who  can  easily  end 
up  a  defendant  in  a  lawsuit. 


lawsuits  that  have  faced  underwriters, 
accountants,  and  directors.  But  this 
may  not  last  forever.  "Lawyers  are 
very  worried  about  their  liability  in 
this  area,"'  says  one. 

Even  if  a  defendant  wins  a  share- 
holder suit,  his  cost  in  lime  and  legal 
fees  can  be  enormous.  Many  suits  are 
simply  settled  out  of  court  for  this  rea- 
son. Sidney  Weinberg  recalls  being 
sued  when  lu  v  as  on  the  board  of  di- 
rectors at  McKesson  &  Robbins  in 
1938.  "It  cost  me  $75,000  to  defend 
my  position  because  I  didn't  know  a 
lot  of  things  about  the  company  they 
claimed  I  should  have  known.  These 
were  facts  that  were  impossible  for  me 
to  know  because  there  was  a  manage- 


complete  faith  in  management.  "You 
have  to  have  confidence  in  their  in- 
tegrity," says  the  president  of  Standard 
Shares,  Irving  B.  Harris,  who  has  been 
on  the  boards  of  U.S.  Reduction,  Dear- 
born Computer  Corp.  and  the  Gillette 
Co.  "I  must  admit  that  there  have  been 
new  issues  and  things  of  the  sort  in  the 
past  that  I've  spent  little  time  reading, 
and  signed  where  1  was  supposed  to 
sign.  I  suppose  that's  careless.  But  I 
haven't  got  the  capability  to  make  sure 
that  all  the  things  the  accountants  say 
and  all  the  things  that  management 
says  are  true.  You  can  do  that  once,  but 
you  can't  do  it  constantly.  If  you  have 
any  question  about  the  integrity  of 
management  or  if  you  think  manage- 


sions,"  says  the  underwriting  manager 
of  a  small  New  York  investment  bank- 
ing house.  "There  probably  will  be 
other  cases  that  come  along  using  them 
as  a  precedent.  Often  these  things  tend 
to  open  up  a  Pandora's  box." 

The  outlook  is  for  more  Pandora's 
boxes.  "Securities  law  is  one  of  the 
fastest  changing  areas  in  the  law,"  says 
Northwestern 's  Ruder.  "The  limits  of 
the  law  have  yet  to  be  reached." 

Which  is  good  news  for  stockholders, 
and.  needless  to  say,  for  many  lawyers. 
It  won't  make  directors,  officers,  under- 
writers or  accountants  happy.  But  it 
adds  up  to  one  more  illustration  of  how 
capitalism  is  capable  of  becoming  more 
democratic— and  hence  more  durable.  ■ 
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Where  Do  We  Go  from  Here? 

Even  success  creates  problems.  Look  at  American  Home 
Products,    one  of  the  U.S.'  great  growth   companies. 


Just  about  everybody's  heard  of  Ana- 
cin  and  Equanil,  Chef- Boy- Ar-Dee 
foods  and  Black  Flag  insecticides.  But 
hardly  anybody  knows  the  name  of 
the  company  that  makes  them:  New 
York's  giant  (Sl-billion  sales)  Ameri- 
can Home  Products  Corp.  AHP's  boss, 
Chairman  William  F.  Laporte,  likes  it 
that  way.  In  general,  he  prefers  to  let 
the  record  speak  for  itself.  And  in 
financial  terms,  AHP's  record  speaks 
in  thunder.  Since  1950  AHP  sales  have 
increased  more  than  fivefold  (to  SI 
billion);  its  profits  an  astonishing  870% 
(to  $104  million).  And  its  return  on 
equity?  A  sky-high  28%.  "Most  im- 
portant," Laporte  says,  "AHP  has  been 
very  rewarding  to  our  stockholders." 
A  single  share,  since  split  into  12,  cost 
only  $2.15  in  1950  and  would  be  worth 
close  to  $60  todav. 
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Uphill  Battle 

What  is  most  impressive,  however, 
is  that  American  Home  Products'  rec- 
ord in  recent  years  has  been  made  in 
the  face  of  some  formidable  odds. 
When  I.aporte  took  over  as  president 
in  I960,  AHP-with  only  half  the  sales 
and  profits  it  has  today— was  just  start- 
ing to  become  a  really  large  company. 
Around  th  it  time.  Laporte  and  AHP's 
founder,  the  late  Alvin  Brush,  rec- 
ognized that  AHP  could  not  forever 
follow  its  traditional  formula  ot  expand- 
ing its  basic  drug  business— then  the 
source  of  66%  of  sales— by  licensing  its 
ethical  drugs  from  others. 

In  the  late  Fifties,  AHP's  research 
capabilities  were  modest,  but  its  mar- 
keting skills  were  the  best  in  the  busi- 
ness. AHP  had  grown  rich  taking  a 
tranquilizer  like  Equanil  (developed 
b\  Carter  Products)  and  selling  it  as 
if  it  were  soap.  By  the  late  Fifties,  how- 
ever, royalty  costs  were  skyrocketing, 
making  it  increasingly  expensive  to  li- 
cense somebody  else's  generic  product. 
So  Laporte  decided  to  build  up  AHP's 
internal  research  capability.  What  with 
new  drugs  resulting  from  research, 
heavy  promotion  of  proprietary  prod- 
ucts like  Anacin  and  Dristan,  and  peri- 
odic acquisitions,  AHP  could  expect  to 
maintain  its  usual  12%- 15%  annual  rate 
ot  earnings  growth. 

It  didn't  work  out  that  way,  how- 
ever. For  one  thing,  in  1963,  AHP 
signed  a  consent  decree  that  ended  its 
exclusive  arrangement  with  Carter 
Products  for  selling  meprobamate  un- 
der the  name  of  Equanil.  Thus,  AHP 
was  confronted  with  sharply  higher 
raw  material  costs  and  20  competitors 


Laporte  of  AHP 

instead  of  one,  i.e.,  Carter's  Miltown. 
Around  the  same  time,  its  two  most 
important  proprietary  products,  Ana- 
cin and  Dristan,  became  suspect  be- 
cause they  contained  an  ingredient 
linked  with  kidney  damage,  so  AHP 
eliminated  the  ingredient.  Then,  Dris- 
tan got  a  run  for  its  money  from  Smith 
Kline  &  French's  Contac  cold  rem- 
edy, and  a  year  later  Bristol-Myers 
clobbered  Anacin  with  its  successful 
Bufferin  and  Excedrin  advertising  cam- 
paigns. Thus,  something  like  $100  mil- 
lion in  AHP's  sales  and  more  than  $20 
million  (or  20%)  of  pretax  profits  were 
in  trouble  at  once.  As  a  result,  far  from 
gaining  15%  annually,  in  the  early  Six- 
ties American  Home  Products'  earn- 
ings grew  only  7%  to  8%. 

Laporte  counterattacked  with  an  ex- 
panded Dristan  product  line  and  an 
expensive  Dristan  and  Anacin  TV  ad- 
vertising campaign,  and  both  have  since 
regained  their  former  top  position. 
Equanil,  however,  has  never  regained 
either  its  profitability  or  its  market  po- 
sition, but  its  sales  still  run  around  $30 
million  (vs.  a  peak  of  $45  million). 
As  Laporte  remarks,  "Equanil  is  still 
a  remarkable  product."  To  offset  the 
drop,  AHP  brought  out  another  tran- 
quilizer, Serax,  which  now  does  around 
$6  million  in  sales.  By  1966,  earnings 
were  again  growing  at  12%  to  13%. 


Coming  on  top  of  the  increasing 
barrage  of  criticism  leveled  against  the 
drug  industry,  AHP's  unexpected  vul- 
nerability confirmed  Laporte  in  his  de- 
termination to  broaden  AHP's  base.  In 
late  1965  and  early  1966,  AHP  bought 
Ekco  Products,  a  $117-million-in-sales 
maker  of  pots,  pans  and  other  house- 
wares, and  $83-million-in-sales  Brach 
Candy.  For  $292  million  in  preferred, 
AHP  got  two  basically  stable  consumer 
products  companies  for  its  money  and 
$15  million  in  earnings.  With  $530 
million  in  drug  sales,  AHP  ranks  as 
the  U.S.'  largest  drug  company,  but 
with  Brach  and  Ekco  in  the  fold,  drugs 
now  provide  52%  of  sales  (vs.  66%  a 
few  years  ago)  and  65%  of  profits. 

New  Headaches 

But  in  solving  one  set  of  problems, 
Laporte  created  some  others.  With  the 
Brach  and  Ekco  acquisitions,  AHP 
passed  the  $800-million  sales  mark, 
and  this  meant,  for  one  thing,  that  the 
impact  of  any  single  new  product  on 
profits  was  much  less  than  it  once  was. 
For  another,  with  its  greatly  increased 
size,  AHP  had  become  an  obvious  tar- 
get for  antitrust  action.  Laporte  recog- 
nizes that  Washington's  guidelines  are 
getting  narrower  and  narrower.  AHP 
would  like  to  have  bought  Clorox,  SOS 
and  other  large  branded  goods  com- 
panies but  it  would  have  run  afoul  of 
the  antitrust  laws. 

The  result  is  that  AHP  has  made  no 
significant  acquisitions  in  2/2  years,  and 
in  the  meantime  has  built  up  an  un- 
usually large  cash  position  for  a  com- 
pany with  $600  million  in  assets  and 
only  $14  million  in  debt.  At  the  end  of 
last  year,  AHP's  cash  came  to  $116 
million,  not  including  $22  million 
largely  in  B.  F.  Goodrich  stock  it  has 
owned  for  years.  Laporte  tries  to  make 
this  vice  into  a  virtue.  "We  have  to  con- 
serve funds  for  increasing  our  capital 
expenditures  here  and  abroad.  I  like  to 
have  lots  of  cash  in  times  like  these. 
I  just  don't  like  to  owe  money." 

But  considering  that  most  of  that 
cash  is  earning  only  a  fraction  of  AHP's 
28%  corporate  average,  Laporte  would 
gladly  spend  some  of  it  if  he  could 
find  the  right  company  at  the  right 
price  free  of  antitrust  restrictions. 
Clearly,  if  AHP  is  unable  to  find  new 
outlets  for  its  capital  resources,  the 
high  rate  of  growth  it  has  maintained 
in  recent  years  is  likely  to  slow  down. 

A  challenging  problem,  admittedly. 
But  AHP  has  successfully  surmounted 
far  more  serious  problems  before.  And 
at  the  moment,  of  course,  AHP  is  flying 
high.  Its  shares  are  selling  at  around  30 
times  earnings,  and,  as  Laporte  is  only 
too  well  aware,  now  is  the  ideal  time  to 
make  further  acquisitions.  Where  will 
AHP  move  next?  As  usual  Laporte  pre- 
fers to  keep  that  to  himself.  ■ 
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wi  l\m  ■""■  spend  a  lifetime  using  the 
JLJxTkX^ M. M.  products  we  make:  Cement  for 
construction,  and  Potash  to  make  things  grow! 

There  is  a  challenge  in  America  today.  It  involves  a  better  world,  a  better  city,  a  better  home  and  better 
food  for  each  of  our  200,000,000  people.  Ideal  Basic  Industries,  Inc.,  through  its  primary  divisions,  will  play 
a  part  in  meeting  the  challenge  that  faces  us,  and  in  keeping  the  promise  we've  made.  ■  From  sixteen 
strategically  located  plants,  the  Ideal  Cement  Company  Division  provides  a  dependable,  economic  supply 
of  portland  cement...  a  basic  building  material.  When  cities  are  to  be  revitalized  and  rebuilt. .  .when 
adequate  housing  and  educational  facilities  are  needed  . .  .when  dams  and  aqueducts  are  needed  to  con- 
serve and  distribute  the  nation's  precious  water . . .  wherever  construction  is  needed  . . .  cement  will  play  a 
vital  role.  ■  The  Potash  Company  of  America  Division,  with  rich  reserves  and  high-efficiency  production 
facilities,  provides  an  essential  fertilizer  ingredient  that  increases  the  quality  and  yield  of  the  nation's 
millions  of  acres  of  food  and  fiber.  ■  Meeting  the  essential  needs  of  people  is  a  primary  objective  of 
Ideal  Basic  Industries. 


»)    IDEAL   CEMENT   COMPANY 


Potash  Company  of  America 


Since  December  31.  1967,  Divisions  of 


IDEAL  BASIC  INDUSTRIES,  INC. 

IDEAL   CEMENT   BUILDING     •     821    17TH   STREET     •     DENVER.    COLORADO  80202 
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Brother  Act 

The  Scharffenberger  brothers,  George  and  Bill,  have  each 
attained  the  executive  suite  of  a  major  company  before 
reaching  50.  Their  relationship  may  come  in  handy  one  day. 


William  Scharffenberger 

In  propelling  City  Investing  from  a 
SllO-million  real-estate  company  to  a 
Sl-billion  conglomerate  in  23i  years, 
George  Scharffenberger,  49,  has  made 
the  headlines  and  made  himself  a  (or- 
tune.  (He  and  his  tamiK  own  53,954 
shans  worth  *2.6  million.)  But  in  July 
he  had  to  share  the  limelight  with  his 
brother  William,  47,  who  took  over  as 
president  of  Riegel  Paper. 

Achieving  the  presidency  at  Riegel  is 
no  small  accomplishment.  Bill  Scharf- 
fenberger is  the  first  chief  executive 
of  the  106-year-old  company  who 
hasn't  had  a  Riegel  overseeing  him. 
And  to  get  the  job,  ex-Treasurer 
Scharffenberger  had  to  leapfrog  a  fam- 
ily member.  Executive  Vice  President 
William  M.  Riegel,  40.  At  the  same 
time,  70-year-old  Chairman  John  L. 
Riegel,  Bill  Riegel's  father,  retired, 
leav  ing  Bill  St  harlfenberger  very  much 
in  charge.  Said  Scharffenberger:  "They 
didn't  transfer  the  title  of  chairman  to 
me  because  it  would  have  been  re- 
dundant—I am  the  chief  executive." 

Like  Father,  Like  Sons 

Neither  of  the  Scharffenberger 
brothers  had  an  easy  path  to  the  top. 
Born  in  Queens,  N.Y.,  they  picked  up 
their  drive  early.  "Our  father,  though 
only  38.  was  treasurer  of  Mergenthaler 
Linotype  [now  part  of  ELTRA  Corp.] 


George  Scharffenberger 

when  he  died  in  1930.  Though  we 
were  quite  young— George  was  1 1  and 
I  was  nine— I  always  figured  that  our 
father  established  a  goal  for  George 
and  me,"  says  Bill  Scharflenberger. 
Though  the  family  had  some  savings, 
the  boys  had  to  work  to  get  the  family 
through  the  Depression.  Although  they 
pursued  the  same  goal— getting  to  the 
top  in  %business— the  brothers  Scharf- 
fenberger always  managed  to  find  dif- 
ferent paths.  "When  I  sold  magazines, 
Bill  sold  Christmas  cards,"  laughs 
George.  "He's  a  businessman  too,  but 
each  of  us  has  his  own  way." 

Bill  followed  his  older  brother 
through  the  New  York  City  schools  and 
Columbia  College.  But  after  World 
War  II  Bill  deliberately  chose  a  differ- 
ent course.  "George  and  I  had  prepared 
to  start  out  in  public  accounting,"  Bill 
says.  "But  after  the  war  I  made  the 
decision  that  having  followed  George 
for  so  many  years,  I  was  going  to  find 
my  own  career.  So  instead  of  walk- 
ing over  to  [Arthur]  Andersen's  where 
George  had  gotten  his  start,  I  paid  an 
employment  agency  fee  and  got  a  iob 
at  Price  Waterhouse." 

From  then  on  their  professional 
paths  have  remained  independent. 
George  job-hopped  through  large,  di- 
versified companies,  among  them  In- 
ternational   Telephone    &    Telegraph, 


Litton  and  the  conglomerate  he  has 
created  in  City  Investing.  Bill  job- 
hopped  too,  but  in  one-industry  com- 
panies, such  as  West  Virginia  Pulp  & 
Paper,  Wheeling  Steel  and  Riegel. 
Facing  similar  problems,  the  Scharf- 
fenbergers  seem  to  have  had  the  same 
reactions  and  the  same  luck.  George 
felt  himself  at  an  impasse  at  ITT  under 
its  pre-Harold  Geneen  management.  In 
the  late  Fifties  the  ITT  board  turned 
down  the  United  Utilities  merger, 
which  Scharffenberger  heartily  es- 
poused. Just  before  Harold  Geneen 
took  over  at  ITT,  Scharffenberger 
moved  to  Litton  Industries  as  a  vice 
president.  Bill,  meanwhile,  at  42,  felt 
trapped  in  a  dead-end  as  assistant 
comptroller  at  floundering  Wheeling 
Steel.  He  switched  to  the  controller- 
ship  at  Riegel  just  before  Norton  Simon 
came  into  Wheeling. 

More  Than  Paper  Problems 

Top  spot  at  Riegel  is  not  necessarily 
an  enviable  position.  The  company's 
profits  fell  severely,  26%  in  the  first 
six  months  of  1968  on  top  of  a  16% 
decline  in  fiscal  1967  from  1966.  Bill 
Scharffenberger,  however,  is  bursting 
with  plans  to  straighten  things  out. 

His  plans  may  work,  but  Riegel's 
biggest  problem  is  how  to  keep  from 
being  taken  over.  Last  year  both  Ox- 
ford Paper  and  Brown  Co.  expressed 
interest  in  merging  with  Riegel.  The 
Oxford  talks  fell  through.  But  Brown's 
stock  purchases  were  only  stopped  by 
the  big  block  of  30%-35%  of  outstanding 
common  held  by  the  Riegel  family, 
officers  and  those  "friendly  to  manage- 
ment." The  block  held  Brown  off  long 
enough  for  the  company  to  sue  on  a 
possible  antitrust  violation. 

Bill  Scharffenberger  states,  "The  best 
course  for  this  company  is  to  remain 
independent,  with  its  own  destiny  and 
its  own  growth."  He  says  the  company 
has  plenty  of  room  to  grow  in  its  cur- 
rent fields  of  paper  and  packaging,  but 
says  he  will  not  pass  up  a  good,  profit- 
able company  in  another  field.  "We 
would  not  accept  any  limitation  on 
what  industry  we  buy  in,"  he  says. 
"But  don't  look  for  parallels  with  City 
Investing.  You  won't  find  any.  When 
George  took  that  company  over,  it  was 
in  an  entirely  different  situation  from 
that  of  Riegel." 

Yet  should  the  younger  Scharffen- 
berger run  into  any  trouble,  it  certainly 
would  be  a  help  to  have  one  of  the 
most  successful  merger-makers  around 
as  big  brother.  Bill  himself  admits  his 
brother's  conglomerate  might  prove  to 
be  an  umbrella  for  the  independence 
of  his  own  company.  "I've  thought  of 
that,"  he  says  with  a  confident  grin. 
Anyone  looking  to  take  over  Bill's  com- 
pany ought  to  remember  that  George 
is  only  a  telephone  call  away.  ■ 
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PERSPECTIVE  DRAWINGS 


CHEMICAL   STRUCTURES 


ENGINE  TESTS 


LANDSCAPE   PLANNING 


ARCHITECTURAL   DRAWINGS 
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h  a  CalComp  Plotting  System 


very  picture  here  was  drawn  on  a  CalComp  Plotter.  It  was 
one  accurately,  efficiently,  economically,  automatically. 
he  plotter  transformed  masses  of  faceless  figures  into 
liese  meaningful  pictures,  easy  to  read  and  understand, 
our  computer  will  produce  an  exhibit  like  this  .  .  .  with  a 
alComp  Plotter  and  CalComp  Software.. You  supply  the 
omputer  and  the  problem,  CalComp  will  supply  the 
raphic  solution. 

alComp  makes  and  sells  the  world's  most  complete  line 
f  digital  plotters,  on-line/off-line  plotter  controllers,  and 
squired  software. 


Plus  .  .  .  the  most  experienced  sales  and  service  organi- 
zation in  the  plotting  business,  working  from  39  offices  in 
the  U.S.,  Canada,  Europe  and  Far  East. 
To  get  the  full  picture,  call  or  write  Dept.  F-B,  California 
Computer  Products,  Inc.,  305  N.  Muller  Street,  Anaheim, 
California  92803.  (714)  774-9141. 


Standard  of  the  Plotting  Industry 


As  I  See  It 


What  happens  when  a  top  scientist 
gets  deeply  involved  in  the  business  world? 


An  Interview  with  Laser  Inventor  Dr.  Theodore  H.  Ma/man 


The  gap  between  the  outlook  of  the  scientist  and  that  of  the  businessman  is  tradi- 
tionally assumed  to  be  so  wide  that  rarely  does  a  man  from  one  discipline  seek  to 
invade  the  other.  But  precisely  that  happened  in  the  case  of  one  of  the  U.S.'  most 
distinguished  scientists,  Dr.  Theodore  H.  Maiman,  inventor  of  the  laser.  Dr.  Maiman 
developed  the  laser — the  word  stands  for  "light  amplification  by  stimulated  emis- 
sion of  radiation" — while  he  was  at  Hughes  Research  Laboratories  in  1960.  But 
this  achievement,  instead  of  attaching  him  finally  and  forever  to  the  world  of  science, 
rather  stimulated  him  to  move  toward  business — first  by  joining  a  small  high-tech- 
nology company  named  Quantatron,  then  by  setting  up  Union  Carbide's  Korad  Corp. 
subsidiary,  and  finally  by  organizing  his  own  company  in  Los  Angeles,  Maiman  As- 
sociates, to  help  set  up  and  advise  new  high-technology  enterprises. 

Dr.  Maiman's  venture  into  the  business  world  hasn't  been  a  smooth  and  placid 
affair,  as  the  following  interview  makes  plain.  Reading  it,  one  could  also  see  why 
companies  Maiman  worked  for  may  have  found  him  difficult  in  the  extreme. 
But  it  also  can  contain  some  lessons,  for  the  businessman  willing  to  learn,  in  how 
to  deal  with  the  scientists  whose  contributions  are  as  crucial  as  their  ways  seem 
unorthodox.  And  it  also  constitutes  an  unusual  record  of  a  first-rate  scientific 
mind  becoming  progressively  more  preoccupied  with  the  world  of  business,  to  the 
point  where  today  it  is  scarcely  too  much  to  say  that  Dr.  Maiman  has  a  new  vocation. 


You  made  your  greatest  scientific 
contribution  at  Hughes  Research  Labo- 
ratories, yet  you  left  them.  Why? 

Maiman:  I  developed  the  laser  while 
I  was  at  Hughes,  but  I  was  disappoint- 
ed in  some  of  the  things  that  hap- 
pened there.  Like  other  big  aerospace 
companies,  they  are  a  huge,  rather 
poorly  managed  conglomeration  of  en- 
gineers with  a  tremendous  turnover. 
There's  a  lot  of  red  tape,  which  re- 
sults in  a  lot  of  politics.  That  can  side- 
track you  into  worrying  about  position 
and  status  rather  than  about  your  job. 
At  the  Research  Labs,  a  Ph.D.  can  be 
working  in  a  group.  The  next  level  is 
a  group  head,  and  above  that  is  a  sec- 
tion head,  then  the  department  head, 
then  the  lab  head,  and  then  finally  the 
head  of  the  Research  Labs. 

I  got  extremely  little  support  from 
Hughes  on  the  laser  project;  my  im- 
mediate supervisor  tried  to  phase  it 
out— before  it  was  working— and  said  I 
was  wasting  my  time.  His  boss  was  so 
uninterested  in  what  was  going  on  in 
the  labs  that  we  never  saw  him. 

Things  changed  when  I  was  success- 
ful. Suddenly  all  these  people  were 
in  the  act,  including  the  supervisor 
and  his  boss— who  didn't  even  know 
what  was  going  on.  Hughes  was  very 
proud  of  itself,  but  it  didn't  want  to 
support  the  laser  with  its  own  mon- 
ey. It  considered  my  patent  its  most 
valuable  patent,  but  it  felt  I  should 
go  out  and  get  some  government  R&D 
contracts.  I  felt  it  was  too  early  to  get 
government  backing,  because  then 
you  lose  your  proprietary  position. 


You  were  outward  bound  after  that? 

Maiman:  I  started  to  look  around 
elsewhere.  By  instinct  I  looked  at 
other  aerospace  companies— and  of 
course,  with  all  that  publicity  behind 
me,  I  got  some  rather  generous  job 
offers.  But  I  decided  that  all  these 
companies  are  run  the  same  way,  more 
or  less;  things  weren't  all  that  different 
between  them. 

Then  a  friend  who  had  been  a  pre- 
vious associate  at  Hughes  called  me 
and  said,  "How  would  you  like  to  work 
for  Quantatron?"  I  responded  with 
"What's  that?"  He  said,  "It's  a  new 
company.  Why  don't  you  come  down 
and  talk  to  us,  and  we'll  show  you 
what  we  have."  This  was  early  1961, 
at  the  height  of  the  last  electronics 
boom,  when  people  had  the  idea  that 
if  you  just  put  a  bunch  of  engineers 
and  scientists  in  a  room,  money  would 
come  right  out.  This  company  was  in- 
directly backed  by  Loeb,  Rhoades  as 
their  answer  to  Lehman  Brothers— they 
thought  they  were  going  to  make  the 
next  Litton. 

Everybody's  got  the  next  Litton. 

Maiman:  Everybody  wants  to  make 
another  Litton.  But  I  saw  an  oppor- 
tunity that  was  more  appealing  to  me 
than  going  to  work  for  another  big 
corporation.  Here  was  a  small  com- 
pany with  a  lot  of  flexibility,  a  lot  of 
enthusiasm.  I'd  be  a  big  fish  in  a  small 
pond— I'd  have  an  equity  position  in 
the  company.  Those  things  appealed 
to  me,  but  it  was  a  tough  decision. 


Making  such  a  switch  was  like  selling 
AT&T  and  getting  into  some  specu- 
lative over-the-counter  stock.  .  .  . 

Did  the  "investment"  turn  out  well? 

Maiman  :  I  had  no  background  in  busi- 
ness, and  I  didn't  even  know  the  right 
questions  to  ask  about  the  new  com- 
pany. Well,  it  turned  out  that  there 
were  a  lot  of  questions  I  should  have 
asked.  The  company  was  about  six 
months  old  and  had  already  spent  two- 
thirds  or  more  of  their  $2  million  in 
seed  money— how,  it's  hard  to  under- 
stand, but  I  guess  I  can  sum  it  up  by 
saying  they  were  poorly  managed. 

For  example,  the  president  had  been 
a  successful  systems  manager  at  one 
of  the  big  aerospace  companies.  But 
Quantatron  was  oriented  toward  com- 
mercial products,  and  that's  a  different 
ball  game.  The  president  didn't  seem 
able  to  adjust;  so  the  company  was 
doomed. 

It  was  understood  from  the  begin- 
ning that  Quantatron's  main  interest 
in  me  was  to  put  them  in  the  laser 
business.  I  explained  to  them  that  laser 
was  such  a  new  technology  that  there 
was  no  market;  the  market  had  to  be 
generated,  and  it  could  be  years  be- 
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fore  it  would  develop.  I  decided  that 
Quantatron  would  not  survive.  I  want- 
ed to  start  my  own  laser  company. 

For  a  scientist,  you  seem  to  have 
as  much  instinct  for  business  as  an 
MBA. 

Maiman":  I  guess  to  some  extent  this 
is  true,  but  I  was  worried.  It's  one 
thing  to  see  some  things  going  wrong 
and  think  you  can  fix  them,  and  quite 
another  to  have  someone  saying,  "OK, 
now  it's  your  job;  instead  of  being  a 
kibitzer,  let's  see  you  do  it." 

It  turned  out  there  was  a  tremen- 
dous amount  of  interest  in  getting  my 
Services.  I  started  getting  phone  calls 
from  people  all  over  the  country.  The 
one  I  decided  to  negotiate  with  was 
Union  Carbide.  I  chose  Carbide  most- 
ly because  of  the  magnitude  of  the 
moneys  they  told  me  they  were  willing 
to  commit.  I  had  asked  for  about  $2.5 
million  dollars,  and  they  told  me  early 
in  the  game  that  the  one  area  they 
(bought  I  was  naive  about  was  the 
capitalization.  They  thought  it  would 
take  at  least  So  million  and  maybe  $20 
million.  Of  course,  the  man  who  made 
that  statement  was  taken  out  of  the 
negotiations  early  in  the  game,  and 
I  should  have  taken  a  clue  from  that. 

There  was  a  basic  conflict  from  the 
beginning  here.  Union  Carbide  didn't 
really  want  to  back  an  autonomous 
independent  venture;  they  wanted  me 
to  just  come  and  set  up  a  department 
in  one  of  their  divisions.  They  felt  the 
idea  of  more  or  less  ordinary  employ- 
ees getting  stock  options  was  just  not 
right.  They  asked  me  how  come  I 
wanted  stock;  they  worked  for  a  salary 
and  why  shouldn't  I?  I  said  fine,  if 
that's  what  you  want  to  do,  I'll  go  else- 
where. They  said  wait  a  minute,  come 
on  back  and  talk  some  more.  So  we 
talked  for  nine  months. 

About  options? 

Maim a\:  They  also  looked  at  the 
kinds  of  salaries  we  were  used  to  get- 
ting, which  were  not  at  all  out  of  line 
in  the  electronics  industry— they  were 
just  competitive.  This  startled  them. 

Also,  they  were  very  concerned  that 
they  were  hiring  a  bunch  of  scientists 
who  weren't  businessmen  and  who 
would  go  and  spend  all  their  money. 
I  make  jokes,  but  they  almost  literally 
had  policemen  in  the  place  watching 
things.  I  formed  a  separate  autonomous 
corporation,  Korad  Corp.,  but  of  course 
as  soon  as  the  contract  was  signed  it 
turned  out  that  their  idea  of  autonomy 
and  mine  were  quite  a  bit  different, 
and  I  spent  five  years  fighting  with 
them  to  keep  it  autonomous. 

They  finally  said,  "You're  a  scientist; 


why  don't  you  go  work  in  the  lab  and 
we'll  put  someone  else  in  to  run  it." 
I  said  no,  I  couldn't  go  along  with  that. 
Of  course,  I  was  concerned  about 
whether  I  could  handle  the  job,  so  I 
did  agree  to  let  them  put  in  an  execu- 
tive vice  president  to  be  the  marketing 
man  and  the  businessman.  But  it 
turned  out  that  he  wasn't  a  business- 
man at  all.  He  was  a  policeman,  and 
I  had  to  be  the  businessman  and  mar- 
keting man. 

So  we  fought,  and  after  18  months 
I  was  finally  able  to  get  him  out. 

You  feel,  then,  that  big  companies 
squelch  the  entrepreneurial  spirit? 

Maiman:  It's  fantastic.  But  I  went 
through  something.  Building  a  small 
business  is  tough.  But  building  it  in 
a  new  technology,  where  you've  got 
to  create  the  market,  is  tougher.  If  on 
top  of  that  you've  got  somebody 
breathing  down  your  neck  and  giving 
you  a  hard  time,  you're  in  real  trouble. 
The  problem  was  that  I  didn't  want 
to  become  a  direct  employee.  They 
asked  why,  and  I  said  I  didn't  want  to 
work  for  a  big  company,  and  they 
smiled  and  said,  "Well,  there  are  big 
companies  and  big  companies,  and 
we're  known  for  our  autonomy." 

The  people  who  talked  to  me  were 
25-,  30-,  35-year  career  men  at  Union 
Carbide,  and  I  should  say  in  fairness 
to  them  that  in  their  view  they  were 
living  in  an  autonomous  situation.  But 
Union  Carbide  decided,  because  of  the 
way  the  business  was  going,  to  get 
more  centralized  right  about  the  time 
we  were  becoming  a  subsidiary.  So  we 
did  get  caught  up  in  that  movement. 
We  had  a  tough  marriage,  but  we  did 
build  a  strong  company.  Korad  became 
the  largest  laser  company  in  the  world, 
with  $3.5  million  sales  in  1967. 

So,  in  spite  of  the  "interference"  you 
talk  about,  you  were  able  to  build  a 
strong  company? 

Maiman:  We  built  a  quality  company, 
we  had  an  excellent  image,  we  built  up 
a  network  of  manufacturer's  represen- 
tatives, which  was  the  method  by 
which  we  sold.  I  brought  in  a  man  who 
did  an  excellent  job  of  creating  a  mar- 
keting organization. 

I  also  went  through  two  controllers 
at  Korad  until  finally  I  got  a  man  who 
did  a  fantastic  job.  He  cleaned  up  the 
administration  area  and  put  in  a  cost- 
accounting  system  for  me  that  I 
learned  to  think  of  as  a  management 
accounting  system,  where  I  could  get 
information  fast— not  useless  junk  in- 
formation, but  information  so  that  I 
was  always  current  on  our  costs  and 
knew  where  things  were  going. 


The  net  result  was  that  instead  of 
threatening  not  to  pick  up  their  op- 
tions, Union  Carbide  became  extreme- 
ly excited  and  determined  to  pick  up 
their  options  no  matter  what.  Then 
they  became  concerned  about  whether 
I  was  going  to  stay  or  not.  I  told  them 
I  didn't  know;  my  plan  had  been  to 
see  what  would  happen  after  the  op- 
tions were  picked  up,  and  if  I  liked  the 
situation  then  I'd  stay.  But  they  in- 
sisted on  flushing  out  an  answer  be- 
fore the  last  option  was  picked  up. 

And  trust  them  to  do  what's  best 
for  you? 

Maiman:  Correct.  In  fact,  at  one  point 
at  one  of  the  managers'  meetings  I  was 
really  shocked  because  the  president 
of  the  electronics  division  said  that  we 
should  not  be  concerned  about  our 
careers.  Union  Carbide  will  worry 
about  our  careers,  he  said,  and  he 
added  that  he  didn't  think  he  could 
have  possibly  done  a  better  job  if  he 
had  been  directing  his  own  destiny. 
Of  course,  the  irony  here  is  that  a  few 
months  ago,  after  17  years  at  Union 
Carbide,  he  left  to  become  president 
of  Bell  &  Howell. 

But  the  important  thing  for  me  is 
that  I  didn't  want  to  become  an  or- 
ganization man;  it  takes  a  different 
type  of  man  to  be  effective  in  that. 

Were  you  all  set  as  to  what  you 
wanted  to  do  next? 

Maiman:  I  really  hadn't  thought  it  out. 
The  idea  of  building  a  new  company 
appealed  to  me,  but  not  another  laser 
company— I  had  done  that.  So  I  de- 
cided to  go  into  the  business  of  helping 
to  start  new  companies.  I  would  con- 
centrate on  high-technology  areas,  but 
not  limited  to  lasers;  my  scientific  train- 
ing is  a  lot  broader  than  lasers.  I  have  a 
bachelor  of  science  degree  from  Colo- 
rado in  engineering  physics,  a  master's 
in  electrical  engineering  from  Stanford 
and  a  Ph.D.  in  physics  from  Stanford. 
I've  worked  in  electronics,  microwaves, 
optics,  vacuum  technology  and  other 
scientific  disciplines.  There  are  a  lot 
of  exciting  new  technologies  yet  to 
come— oceanography,  for  example.  Al- 
so, we  have  problems  like  air  and  water 
pollution  and  it's  a  responsibility  of 
science  and  technology  to  solve  those 
problems,  or  we  aren't  going  to  be 
around  to  enjoy  much  future. 

So  how  are  you  going  to  reconcile 
science,  organization  and  entrepre- 
neurship? 

Maiman:  My  orientation  has  become 
one  that  looks  coldly  at  these  areas 
from  a  business  standpoint.  First,  we 
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are  restricting  ourselves  to  high-tech- 
nology situations. 

I  feel  there  are  three  principal  areas 
where  we  must  have  competence.  One 
is  technology  itself.  But  the  best  tech- 
nical innovation  is  not  useful  in  busi- 
ness unless  there's  a  market,  or  at  least 
a  potential  for  a  market.  And  finally, 
even  with  the  technology  and  the  mar- 
keting competence,  we  have  to  liave 
cost  control  areas  well  in  hand. 

A  lot  of  the  time  we'll  see  scientists 
and  engineers  who  are  strong  in  the 
technology  area,  but  they  might  be 
weak  in  marketing  and  or  administra- 
tion, the  financial  end  of  things.  So  I've 
structured  our  organization  so  that  my 
staff  has  competence  in  the  three  areas 
that  I  mentioned. 

What  can  you  really  do  for  people 
who  come  to  you  for  help? 

Maiman:  The  first  thing  is  to  scru- 
tinize the  technology.  The  average  in- 
vestor is  in  tough  shape  when  he  thinks 
about  investing  in  a  new  high-tech- 
nology situation.  There's  a  gap,  partly 
in  communications  but  partly  in  under- 
standing too,  between  the  investor 
and  the  innovator.  How  is  the  investor 
to  evaluate  the  technology?  If  it  is  in 
an  area  that  is  one  of  the  buzz  words 
of  Wall  Sheet,  like  lasers  or  computers, 


then  the  investor  gets  excited.  But  he 
doesn't  know  whether  this  particular 
outfit  is  just  going  to  butt  heads  against 
IBM  or  really  has  a  unique  idea. 

Or  maybe  the  area  isn't  one  of  the 
buzz  words  of  Wall  Street,  and  the  in- 
vestor might  be  missing  a  fantastic  new 
technology— like  lasers  in  the  early 
days  before  Wall  Street  considered 
them  so  glamorous.  So  we  look  at  the 
technology  and  decide  whether  we 
think  there  really  is  something  there. 
Then  we  try  to  see  if  there  is  a  mar- 
ket and  if  the  company  is  set  up  so 
it  can  get  a  good  share.  We  check  out 
the  people  themselves,  because  with 
our  background  and  contacts  we  can 
find  out  whether  the  people  who  come 
to  us  are  good  talkers  about  ideas  or 
whether  they  have  been  producers. 

If  they  have  weaknesses,  we  will 
either  help  them  get  people  or  provide 
services  on  an  interim  basis  or  both. 
Then  and  only  then  do  we  try  to  get 
financing.  We  hope  to  work  into  an 
exclusive  basis  for  financing,  because 
we  feel  it's  more  efficient  to  have  a 
source  that  more  or  less  commits  its 
money  to  things  we  come  up  with 
rather  than  going  around  knocking 
on  doors  in  each  situation.  The  whole 
concept  here  is  one  of  substantially 
reducing  the  risk  when  you  invest  in 
a  new  venture. 


You  feel  you've  developed  a  new 
technology  for  forming  companies? 

Maiman:  That's  right.  We  feel  this 
gap  exists,  and  we  fill  it  in  a  number 
of  ways.  One  is  that  we  see  situations 
the  investor  might  never  see  at  all. 
More  important,  we  screen  and  try  to 
mold  the  company.  And  once  financing 
is  obtained,  we  work  on  a  consulting 
basis  to  help  the  company  through  the 
inevitable  rough  spots. 
•  One  criterion  for  a  company  is  that 
the  initial  investor  must  have  the  po- 
tential to  multiply  his  investment  by 
at  least  ten  times  over  a  five-year  pe- 
riod. If  the  venture  is  very  new,  we 
don't  want  it  to  go  public  for  some  time 
—not  for  perhaps  five  years. 

You've  learned  a  lot  about  equity 
and  investing  and  finance.  When  does 
Maiman  Associates  plan  to  go  public? 

Maiman:  It's  not  in  our  present  plans. 
Our  primary  interest  is  in  placing  our- 
selves in  a  capital  gains  situation:  We 
want  stock  in  our  companies,  since  we 
help  build  them.  The  percentage  of 
stock  we  take  might  vary  from  3%  to 
15%.  We're  getting  stock  in  companies 
that  for  years  will  have  no  value.  But 
we  hope  to  have  substantial  net  worth 
via  those  pieces  of  paper.  ■ 


In  the  Nick  of  Time 

In  favoring  the  U.S.  over  the  U.K.  markets,  Ohio's  Hoover  Co.  planned  better  than  it  knew. 


For  years  Hoover  Co.'s  infighting 
has  been  far  more  spectacular  than  its 
sales  or  profit  growth.  In  the  mid-Fif- 
ties Herbert  W.  Hoover  (no  kin  to 
the  late  president),  grandson  of  the 
founder,  became  president  in  a  bitter 
family  struggle.  A  few  years  later  a 
damaging  feud  erupted  between  Hoov- 
er's U.S.  operation,  based  in  Ohio,  and 
its  worldwide  headquarters,  located  in 
New  York.  In  1966  Hoover  himself  fell 
victim  to  his  company's  feuding  and 
was  ousted  by  the  board. 

One  survivor  of  this  strife  is  Presi- 
dent Felix  N.  Mansager.  Mansager  is  a 
39-year  veteran  who  became  chief  ex- 
ecutive of  the  $268-million  sales  com- 
pany when  Hoover  was  ousted.  He 
won't  talk  about  his  role  in  Hoover's 
departure.  But  it  is  clear  that  he  en- 
gineered the  victory  ol  the  U.S.  side  of 
the  business  over  the  worldwide  head- 
quarters Hoover  had  set  up  in  New 
York.  Not  surprisingly,  Mansagei  lias 
quite  different  ideas  for  the  company. 

Under  Hoovei  the  company  was  es- 
sentially a  two-product  organization- 
vacuum  cleaners  in  [1  s,  washing 
machines  and  vacuum  cl  n  Eng- 
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land.  Hoover's  strength  in  these  two 
products  made  it  profitable  enough. 
But  the  company's  sales  and  earnings 
growth  during  Hoover's  last  few  years 
averaged  less  than  4%  per  year.  The 
company's  geographical  base  was  just 
as  narrow.  As  recently  as  1963  an  esti- 

Mansager  of  Hoover 


mated  55%  of  the  company's  $242- 
million  in  sales  came  from  England. 
Mansager  even  uses  the  English  term 
"turnover"  instead  of  "sales." 

As  executive  vice  president  in  1963, 
Mansager  set  out  to  correct  this  imbal- 
ance. He  added  a  raft  of  new  products, 
such  as  toasters,  hair  dryers  and  irons, 
putting  Hoover  in  direct  competition 
with  companies  like  General  Electric 
and  Sunbeam.  In  1962  U.S.  sales  were 
only  25%  of  the  total.  They  were  about 
one-third  of  the  total  last  year,  and 
Mansager  says  that  he  hopes  they  will 
eventually  be  over  50%.  Profits,  how- 
ever, have  yet  to  move  up. 

"I  don't  want  anyone  to  get  the  im- 
pression we  are  cutting  back  abroad," 
Mansager  says.  "We  are  still  looking 
for  plenty  of  overseas  growth."  But 
Mansager's  changes  couldn't  have 
come  at  a  better  time.  Economic  aus- 
terity reduced  Hoover's  British  subsidi- 
ary's  sales  from  $155  million  in  1964 
to  $135  million  last  year— and  in  the 
Common  Market  countries,  competi- 
tive conditions  are  forcing  President 
Mansager  to  move  cautiously.  In  this 
setting,  home  looks  good.  ■ 
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Where  the  Buck  Stops 


Despite  the  passage  of  three  years  and  an  upturn  in  fortunes,  at  Del  £  Webb 
Corp.    they're   still   squabbling   over   who   nearly   wrecked   the   company. 


Rarely  do  the  details  of  inside  cor- 
porate fights  get  beyond  the  doors  of 
the  executive  suite,  even  when  one 
party  stalks  out  in  a  huff.  The  loser, 
for  the  sake  of  appearances,  keeps  his 
mouth  shut.  The  winner,  eager  to 
guard  his  company's  image,  pretends 
nothing  has  happened.  After  a  while, 
both  parties  begin  to  forget  that  the 
fight  occurred. 

Sometimes,  however— when  the  com- 
batants are  exceptionally  strong-willed 
men,  say,  or  when  they  were  once 
close  personal  friends— the  wounds 
never  heal,  and  the  gentlest  probing, 
even  after  the  passage  of  a  number  of 
years,  can  break  the  stitches  and  start 
the  blood  flowing  again.  This  is  what 
happened  a  tew  weeks  ago  when 
Forbes  began  poking  into  the  improv- 
ing prospects  of  the  Del  E.  Webb 
Corp..  the  Phoenix.  Ariz. -based  real  es- 
tate, construction  and  gambling  casino 
company. 

The  company  was  founded  in  1928 
b\  Del  E.  Webb,  the  69-year-old  for- 
mer co-owner  ( with  the  late  Dan 
■Topping)  of  the  New  York  Yankees 
baseball  team.  A  former  minor-league 
pitcher,  Webb  became  a  carpenter, 
branched  out  into  general  contracting, 
into  real  estate  and  finally  into  Las 
Vegas  gambling  casinos.  In  I960,  un- 
der the  sponsorship  of  Lehman  broth- 
ers, the  corporation  went  public, 
■tough  Del  Webb  himself  still  retained 
>l  the  common.  Thereafter,  the 
lompany's  revenues  went  through  the 
roof,  rising  from  842  million  in  1960 
to  v  166  million  in  1966. 

Double  Trouble 

But  Webb  Corp.  had  been  getting 
in  over  its  head.  Despite  steady  profits 
from  the  construction  business  and  the 
gambling  casinos.  Webb  Corp.'s  net 
dwindled  from  a  high  of  $4.6  million 
in  1963  to  a  S13-million  loss  in  1965. 
The  common  stock,  brought  out  at  5)4 
in  1960,  rose  to  17  in  1962,  then 
slumped  to  2  in  the  next  four  years. 
Burdened  with  debt  and  vast  unde- 
veloped land  holdings,  a  working  capi- 
tal deficit  and  large  debt  maturities, 
Del  E.  Webb  Corp.  by  late  1965  was 
in  serious  danger  of  going  under. 

Webb  himself  was  no  longer  very 
active  in  the  company's  management. 
Though  he  still  retained  the  titles  of 
chairman  and  chief  executive,  he  had 
long  since  pretty  much  turned  over  the 
management  of  the  company  to  a  long- 
time personal  friend,  L.  C.  (Jake) 
Jacobson.  In  January,  1966,  however, 


Ex-carpenter  Del  Webb,  shown 
outside  his  Phoenix  headquart- 
ers, is  a  proud  man,  views  his 
company  in  very  personal 
terms.  Hence  his  unwillingness 
to  let  bygones  be  bygones  with 
former  president  L.C.  Jacobson, 
whom  he  feels  let  him  down. 


Jacobson  suddenly  left  the  company. 
Company  press  releases  carefully 
omitted  any  suggestion  that  his  de- 
parture was  less  than  amicable.  But 
today  company  insiders  are  less  reti- 
cent: There  tvas  strife,  they  say.  In 
the  months  that  followed  Jacobson's 
departure,  a  raft  of  other  executives- 
including  one  senior  vice  president, 
one  executive  vice  president  and  sev- 
eral vice  presidents— also  departed. 
Whether  they  were  fired  or  resigned 
depends  upon  whom  you  ask. 


With  Jacobson  gone,  Webb  resumed 
personal  charge  of  the  company  and 
installed  former  construction  division 
head  Robert  H.  Johnson  as  president. 
By  selling  off  huge  chunks  of  real  es- 
tate and  trimming  back  the  company's 
debt,  Webb  edged  $1  million  into  the 
black  in  1967  on  revenues  of  $151  mil- 
lion. With  further  gains  expected  in 
1968,  the  stock  has  moved  back  up  to 
around  12. 

Tit  for  Tat 

The  affair  still  rankles,  however. 
When  asked  recently  what  went 
wrong,  Webb  and  executives  at  Phoe- 
nix headquarters  made  no  effort  to 
gloss  over  any  internal  conflict.  Neither 
did  Johnson.  "Jake  just  bit  off  more 
than  he  could  chew,"  said  Johnson.  "He 
couldn't  seem  to  think  in  terms  of  any- 
thing smaller  than  25,000  acres." 

Confronted  with  a  statement  like 
this,  Jacobson's  reticence  vanished  as 
quickly  as  Webb's,  and  he  promptly 
denied  that  his  management  was  at 
fault.  "If  they  had  listened  to  me  at 
the  time,"  said  Jacobson,  who  now 
owns  and  operates  the  big  Newporter 
Inn  at  Newport  Beach,  Calif.,  "they 
would  have  sold  all  that  land  a  lot 
earlier  and  wouldn't  have  had  to  take 
those  big  writeoffs." 

What  nobody  disputes  is  that  an 
appallingly  large  number  of  projects 
went  sour  at  once.  Webb  Corp.  bought 
3,000  acres  of  ranch  land  adjoining 
its  highly  publicized  Sun  City,  Ariz., 
retirement  community,  for  instance,  to 
provide  room  for  expansion,  planning 
to  farm  the  property  in  the  interim. 
But  the  farming  venture  didn't  pan 
out.  "There  was  always  something," 
recalls  Johnson,  "poor  weather,  bad 
market  conditions,  you  name  it."  The 
land  was  finally  sold  at  a  loss. 

And  that  wasn't  all.  Two  other  Sun 
City  communities,  in  Florida  and 
Southern   Californi  >.  -1   slow   in 

developing,  imp;  n  profits, 

and  so  large  pa  lc  s  •  ■  .rnia  land 

bought  for  expansion  \.e.j  sold  off. 
A  joint  housing  venture  with  Kern 
County  Land  in  Bakersfield,  Calif, 
turned  sour  and  was  sold  off,  as  were 
two  office  buildings  adjacent  to  Los 
Angeles  International  Airport.  In 
Houston,  a  $200-million  housing-com- 
mercial project  aimed  at  attracting 
NASA  personnel  bogged  down  when 
Congress  trimmed  the  space  budget, 
and  Webb  had  to  sell  out  to  Humble 
Oil.  A  hotel,  office  complex  in  Fresno, 
Calif,  is  probably  still  running  at  a  loss. 
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A  famous  moment  in  business. 


When  Barrymore  put  the  crush  on 
Dolores  Costello  it  brought  millions  of  sighs 
to  the  ladies  of  America.  And  millions  of 
dollars  to  the  movie  industry. 

So  Forbes  did  a  story  on  the  industry, 
but  from  a  businessman's  point  of  view, 
rather  than  a  popcorn  eater's. 

Every  year  we  detail  over  three  hun- 
dred business  and  corporation  stories  like 
that  one.  But  we've  never  been  sure  how 
many  businessmen  with  keys  to  the  execu- 
tive washroom  read  Forbes  regularly.  And 
thoroughly. 

We  called  in  the  research  firm  of  Erdos 
and  Morgan,  and  here's  what  they  did: 

They  mailed  out  a  questionnaire  to  a 
sampling  of  2,000  of  the  11,500  corporate 
officers  in  companies  with  assets  of  75  mil- 


lion dollars  and  over  (all  are  on  Forbes 
Executive  Complimentary  list) .  They  were 
asked  two  questions:  Which  of  the  follow- 
ing magazines  do  you  read  regularly? 
Which  two  do  you  read  most  thoroughly? 
Here  are  the  results: 
Magazines  read  regularly: 

Forbes  

Time  


Business  Week 
Fortune  


U.S.  News  and  World  Report 
Newsweek 


81.8% 
56.7% 
53.9% 
47.5% 
38.0% 
31.0% 


Magazines  read  most  thoroughly: 
(Total  mentions.) 

Forbes  

Time  

Business  Week 


U.S.  News  and  World  Report 

Fortune 

Newsweek 


49.5% 
40.4% 
30.1% 
23.9% 
21.6% 
13.5% 


The  facts  are  plain  and  simple: 
Regardless  of  how  these  11,500  coi 
porate  officers  received  the  above  mags 
zines,  more  of  them  not  only  read  Forbe 
regularly,  they  read  it  more  thoroughly. 
We  know  that  the  ladies  of  Americ 
probably  still  appreciate  Barrymore  an 
Costello  more  than  us.  But  we  hope  thj 
the  businessmen  of  America  will  apprecial 
Erdos  and  Morgan. 

Forbes:  capitalist  tool 
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Ex-carpenter  "Jake"  Jacobson. 
also  a  proud  man,  started  with 
Webb  in  the  1930s  but  never 
shared  Del  Webb's  very  per- 
sonal attachment  to  the  com- 
pany. He  left  it  a  wealthy  man, 
today   speaks   in   self-defense. 


Del  Webb  will  not  disclose  the  exact 

loss  on  each  of  these  ventures.  Hut  in 
1065  and  1966.  despite  healthy  con- 
struction and  gambling  profits.  Webb 
Corp.  reported  combined  losses  of  al- 
most  S14  million. 

"We  might  have  been  able  to  make 
it  it  only  one  or  two  of  these  projects 
had  gone  sour,"  says  Johnson,  "but  we 
didn  t  have  the  resources  to  handle  so 
main  at  once."  To  make  matters  worse, 
the  real  estate  market  dropped  off 
sharply  around  the  end  of  1965,  so 
that  when  Webb  began  to  retrench,  it 
had  to  do  so  in  a  soft  market. 

Webb  Corp.  officials  blame  Jacobson 
for  most  of  the  company's  overexpan- 
sion.  They  allude  to  his  optimistic, 
gambling  nature  (it  was  he  who  got  the 
company  into  Las  Vegas)  and  his  re- 
sentment over  Webb's  enormous  per- 
sonal publicity.  Webb  himself,  though 
willing  to  take  some  of  the  blame  ("I 
can't  duck  it  entirely;  I  put  him  in 
charge"),  nonetheless  thinks  Jacobson 
was  at  fault. 

According  to  Jacobson,  liowever, 
Webb  was  the  expansionist.  "I  kept 
telling  him  I  didn't  want  to  expand 
that  fast,"  says  Jacobson.  "But  he  in- 
sisted on  going  ahead.  He's  got  quite 
an  ego,   you  know.   He  likes   to   see 


his  name  on  top  of  buildings."  Jacob- 
son  claims  that,  although  he  was  left 
in  charge,  he  had  to  clear  every  im- 
portant move  with  Webb,  including 
all  the  projects  that  turned  sour.  Pres- 
ent and  former  executives  say,  how- 
ever, that  all  Webb  wanted  was  "Jake's 
assurances  that  everything  was  all 
right,"  and  that  bright  enthusiastic  re- 
ports were  what  he  usually  got. 

Jacobson  says  that  he  had  proposed 
a  plan  of  retrenchment  at  least  two 
years  before  he  left  the  company. 
His  plan,  he  says,  was  to  sell  off  prop- 
erties in  packages,  instead  of  piece- 
meal. He  claims,  for  example,  that  by 
selling  the  ailing  Fresno  hotel-office 
complex  and  the  successful  Rosenzweig 
Center  office  building  in  Phoenix  as  a 
package,  the  company  could  have  net- 
ted a  profit.  "I  talked  to  Webb  many 
times  about  this,"  says  Jacobson.  "One 
day  he'd  agree  to  it,  then  a  week  later 
he  would  take  it  back  and  we  were 
right  back  where  we  started  from.  He 
just  couldn't  bear  to  part  with  the 
properties." 

Who's  to  Blame? 

Whatever  blame  Jacobson  must 
shoulder,  he  can  also  be  credited  with 
making  the  move  that  saved  the  com- 
pany. Webb  Corp.  moved  into  gam- 
bling in  1961  through  Jacobson's  Las 
Vegas  connections.  Webb  had  con- 
structed casinos  in  Las  Vegas  in  the 
1940s.  But  it  was  another  thing  to  be- 
come a  casino  owner.  Webb  was  the 
first  public  company  to  do  so.  Jacob- 
son  takes  credit  for  moving  toward 
sprucing  up  its  image  by  introducing 
strict  bookkeeping  controls  and  closed- 
circuit  TV  cameras  above  the  counting- 
tables  to  discourage  so-called  "skim- 
ming.'' In  any  event,  the  company's 
four  large  casinos— the  Sahara,  the 
Mini,  Uk' Thunderbird  and  the  Sahara- 
Tahoe— accounted  for  at  least  $68  mil- 
lion of  Webb  Corp.'s  $151  million  of 
revenues  in  1967,  and  by  Jl.cobson's 
reckoning,  netted  around  $5  million  to 
$6  million  last  year  vs.  total  net  of  only 
SI  million.  Without  the  casinos,  Webb 
would  probably  have  gone  bankrupt. 

The  company  is  now  trimmed  down 
and  is  beginning  to  expand  again  both 
in  the  U.S.  and  in  Latin  America.  The 
concentration  is  mainly  on  construction 
and  the  Nevada  hotels,  not  on  long- 
term  housing  and  land  developments. 
In  the  first  half  of  1968  Webb  Corp.'s 
revenues  rose  from  $68  million  to  $81 
million,  its  profits  from  4  cents  to  10 
cents  per  share. 

Whether  Jacobson  or  Webb  was  to 
blame  for  the  company's  trouble,  how- 
e'ver,  the  final  responsibility  was  Del 
Webb's.  Then,  as  now,  he  was  both 
chairman  and  chief  executive  officer. 
In  business  as  in  politics,  the  buck 
stops  there.  ■ 


$1,500  to  $5,000 

Personal 

Loans 

to  Executives 

Strictly  Confidential 
* 

A  nationwide  Executive  Loan 
Service  designed  for  respon- 
sible executives  as  a  conven- 
ient supplementary  source  of 
personal  credit.  No  collateral, 
no  endorsement,  no  embar- 
rassing investigation.  All  de- 
tails handled  by  mail  from 
the  privacy  of  your  office. 
Monthly  repayments  up  to  2 
years  if  desired.  References: 

First  National  Bank  of  St.  Paul 
Northwestern  National  Bank  of  St.  Paul 
First  National  Bank  of  Minneapolis 
Northwestern  National  Bank  of 
Minneapolis 

For  full  particulars  write 
Mr.  A.  J.  Bruder,  Vice  Pies. 

Industrial  Credit 
Plan,  Inc. 


under 


If  you  work  in  the  sun,  watch  it. 
Day  after  beautiful  day  of  sun- 
shine can  result  in  overexpo- 
sure. This  is  a  form  of  radiation 
that  can  lead  to  skin  cancer.  So 
cover  up  in  the  sun.  And  re- 
member that  a  yearly  health 
checkup  is  your  best 
insurance  against  cancer. 
Call  your  doctor  for  an 
appointment  today. 

American  cancer  Society 

THIS  SPACE  CONTRIBUTED  BY  THE  PUBLISHER 
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John  H.  Murrell 

Stamp  of  Approval 

Oilmen  and  security  analysts  all 
listen  attentively  to  the  pronounce- 
ments of  the  Dallas-based  oil 
consulting  firm  of  DeGolyer  and 
MacNaughton.  So  when  D&M  veri- 
fied the  magnitude  of  Atlantic  Rich- 
field's  North  Slope  Alaska  discovery 
last  July,  it  wasn't  surprising  that 
ARCO's  stock  shot  up  from  147J4  to 
200  in  a  week.  "We  say  the  strike 
could  come  to  five  to  ten  billion 
barrels,"  says  D&M's  burly  chief 
executive  officer,  John  H.  Murrell, 
62.  "To  my  knowledge  the  North 
Slope  discovery  is  the  biggest  thing 
that's  happened  in  the  oil  business 
since  the  Kuwait  strike  in  1939." 
Kuwait  has  something  like  the  larg- 
est oil  field  in  the  world.  To  the 
financial  community,  such  an  en- 
dorsement is  as  authoritative  as  a 
Price  Waterhouse  endorsement  on  a 
balance  sheet. 

D&M  was  founded  in  1939  by  the 
late  pioneering  geologist  Everette  L. 
DeGolyer  and  his  now-retired  part- 
ner, Lewis  W.  MacNaughton.  Mur- 
rell joined  the  firm  as  its  13th  em- 
ployee in  1943,  wound  up  as  presi- 
dent in  1956.  The  company  is 
now  owned  by  35  of  its  employees, 
and  its  clients  include  virtually  ev- 
ery major  oil  company  in  the  world, 
from  Jersey  Standard  to  Royal  Dutch 
Shell,  Texaco  to  British  Petroleum. 
D&M  revenues— which  run  around 
$2.5  million  annually— are  derived 
primarily  from  estimating  the  mag- 
nitude of  its  clients'  untapped  re- 
serves, based  on  geological  surveys 

Murrell  of  DeGolyer  and  MacNaughton 


made  available  by  the  clients. 

D&M  has  a  reputation  for  making 
conservative  crude  oil  estimates,  but 
even  Murrell  admits  that  except 
for  the  Kuwait  discovery,  ARCO's 
oil  strike  is  probably  the  biggest  of 
4,000  studies  D&M  has  made  in 
28  years.  "Atlantic  Richfield  called 
us  on  July  15  and  showed  us  their 
maps  and  electrical  logs  on  the 
wells,  and  showed  us  the  core  analy- 
ses," says  Murrell.  "The  electrical 
logs  show  us  the  zones;  the  core  an- 
alyses and  the  drill  stem  tests  show 
what's  in  those  zones."  How  long 
did  it  take  Murrell  to  realize  ARCO 
had  a  bonanza?  "Twenty  minutes," 
he  says.  "I  mean,  when  you  see 
these  things,  they're  so  unusual, 
right  away  you  know  they're  big." 

Murrell's  firm  specializes  in  esti- 
mating not  only  the  size  but  the 
dollar  value  of  the  strikes  it  ex- 
amines. "That  means,"  Murrell  says, 
"how  much  oil  you're  going  to  pro- 
duce, how  much  it's  going  to  cost 
you  to  produce  it  and  what  your 
net's  going  to  be."  But  Murrell  re- 
fuses to  estimate  how  much  it  will 
cost  ARCO  to  bring  its  oil  to  market 
from  Alaska.  There  are  too  many 
imponderables.  Pipelines  and  roads, 
for  instance,  still  have  to  reach  the 
North  Slope.  "I  thought  the  price  of 
the  stock  should  double,"  he  says, 
"but  it  will  be  ten  years  before  we 
know  the  real  value  of  the  strike." 

A  former  West  Point  football  star 
who  later  left  the  Army  to  become 
a  roustabout  in  Texas  oil  fields,  Mur- 
rell owns  race  horses  for  a  hobby. 
But,  he  suggests  the  oil  business  is 
even  riskier  than  racing.  "There  are 
a  lot  of  people  getting  rooked  in  this 
business,"  he  says.  "Finding  oil  is  a 
damn  speculative  business."  ■ 


Robert  B.  McCurry  Jr. 
Presidential  Timber? 

Robert  B.  McCurry  Jr.  is  the 
Dodge  boy  who  gets  most  of  the 
credit  around  Detroit  for  Dodge's 
171%  gain  in  car  sales  since  1962. 
And  Dodge's  gain  has  also  been 
McCurry 's.  In  five  years  he  has 
moved  from  division  sales  manager 
to  Chrysler  Corp.  vice  president  and 
Dodge  general  manager. 

McCurry,  45,  went  to  work  for 
Dodge  in  1950,  the  year  he  gradu- 
ated from  Michigan  State  with  a 
B.A.  in  business.  In  1960  he  was 
switched  to  the  parent  company  to 


McCurry  o!  Chrysler 


help  put  the  brakes  on  Chrysler's 
declining  market  share. 

The  company  hit  its  low  of  10.3% 
of  market  in  1962,  with  Dodge  get- 
ting only  3.4%,  but  nobody  blamed 
McCurry  for  that.  In  late  1963  he 
became  general  sales  manager  un- 
der Dodge  division  chief  Bryon  J. 
Nichols.  "We  were  a  good  team," 
McCurry  says.  "Nichols  was  strong 
on  product,  including  styling.  I 
handled  sales  and  dealerships."  By 
1965  McCurry  had  so  revitalized 
Dodge's  dealer  network  that  Chrys- 
ler Chairman  Lynn  A.  Townsend 
picked  him  to  shape  up  two  Chrys- 
ler acquisitions:  an  outboard  motor 
company  and  a  boarmaker. 

No  sooner  was  that  group  ship- 
shape than  McCurry  was  shuttled 
back  to  Dodge,  this  time  to  succeed 
Nichols,  who  moved  up  to  vice 
president  of  the  marketing  staff. 
Since  then  Dodge  sales  have  been 
better  than  ever:  up  21%  this  year 
for  the  biggest  gain  of  any  car  in 
the  industry.  Dodge's  domestic  mar- 
ket share  is  now  about  7.2%— over  a 
third  of  the  corporation's  19.6%. 

"Dodge  just  has  a  strong  team 
effort  here  and  through  our  dealers," 
McCurry  explains.  "We've  had  a 
stronger  spurt  than  the  rest  of  the 
corporation."  But  even  Chrysler- 
Plymouth  division  executives  admit 
that  that  spurt  didn't  just  happen. 
McCurry  was  in  there  pushing. 

It  used  to  be  that  a  bright  young 
salesman  who  moved  to  the  top  of 
Dodge  later  became  president  of 
Chrysler.  But  Townsend,  an  ac- 
countant, broke  that  tradition,  and 
so  did  Virgil  E.  Boyd,  an  outsider. 
In  Detroit,  executive  moves  tend  to 
be  surprises,  but  McCurry  might 
renew  Chrysler's  old  tradition.  ■ 
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Rene  C.  McPherson 
Here  Today,  There  Tomorrow 

From  the  outside  it  frequently  looks 
like  a  game  of  musical  chairs.  An 
executive  is  sitting  at  one  desk  to- 
day, at  another  tomorrow,  at  a  third 
the  day  after  that.  At  Dana  Corp., 
the  Toledo-based  manufacturer  of 
auto  and  truck  parts,  executives 
constantly  are  switching  jobs.  Ac- 
cording to  Rene  C.  McPherson,  43, 
who  recently  moved  from  executive 
vice  president  to  president,  there 
have  been  on  the  order  of  300  such 
management  switches  in  the  past 
five  years. 

Most  corporations  as  successful  as 
Dana  do  not  operate  in  that  fashion. 
If  a  man  is  good  at  his  job,  he  stavs 
at  the  job  until  he  can  be  promoted. 
In  contrast,  savs  McPherson,  Dana 
believes  that  "you  have  to  move 
people  around.  If  they're  a  proven 
specialist  in  one  area,  then  you  move 
him  into  another  to  see  how  lie  does 
in  that  piece  of  mound.  You  have 
to  know  it  your  roses  will  grow  in 
both  day  and  in  sand." 

McPherson  s  own  career  demon- 
strates how  the  system  works.  He 
joined  Dana  in  1952  after  graduat- 
ing from  Harvard  Business  School. 
"I  was  put  through  a  series  of  prac- 
tical jobs  where  you  just  had  to 
learn,"  he  says.  "Four  years  in  sales, 
four  years  in  manufacturing,  mov- 
ing from  job  to  job.  lour  in  Canada, 

where  1  had  the  whole  thing  to  op- 
erate." McPherson  moved  from  head 
of  Dana's  Canadian  affiliate  to  be- 
come group  vice  president  and  then 
executive  vice  president  when  John 
Martin  stepped  up  from  president 
to  chairman  20  months  ago.  Five 
weeks  ago,  he  took  over  the  presi- 
dency from  J.  Rudolph  Miller. 

McPherson  ol  Dana  Corp. 


"Mr.  Martin  transferred  other 
people  around,  too,"  savs  McPher- 
son, "and  it's  finally  paying  off.  Six 
or  seven  of  the  young  men  who 
came  in  the  early  Fifties  are  now  in 
top  management  spots.  Jerry  Mit- 
chell, our  new  executive  vice  presi- 
dent, and  Frank  Graper,  head  of 
our  international  division,  make  me 
look  like  an  old  man." 

Unorthodox  though  it  may  seem, 
Dana's  policy  of  switching  people 
from  job  to  job  unquestionably  pays 
off.  Since  1963,  sales  have  grown 
from  $311.7  million  to  $512.8  mil- 
lion last  year,  and  they  are  up  still 
more  in  the  first  nine  months  of  this 
year.  Earnings  after  taxes  have  gone 
from  $21  million  to  832. 1  million. 
Even  more  significant:  In  Forbes 
last  Annual  Report  on  American  In- 
dustry (Jan.  i),  Dana  scored  sec- 
ond in  growth  and  profitability  and 
first  in  trend  among  the  seven  auto 
suppliers  on  the  Yardsticks.  ■ 


C.  V.  Wood  Jr. 
Jigsaw  Puzzler 

U'iiii. e  sociologists  and  economists 
worry  about  the  nation's  growing 
population,  C.V.  Wood  Jr.,  47,  one- 
time designer  of  amusement  parks, 
including  Disneyland,  is  cashing 
in  on  the  urge  for  leisure  living 
away  from  congested  metropolitan 
areas.  He's  building  cities  in  barren, 
semidesert  areas  of  the  West.  His 
first  venture.  Lake  Havasu  City, 
Ariz.,  235  miles  east  of  Los  Angeles, 
has  been  so  successful  that  he  plans 
to  launch  another  city-building  ven- 
ture every  three  years. 

"In  the  next  32  years  the  nation's 
population  will  swell  by  140  mil- 
lion," Wood  savs.  "That's  demondl" 
A  University  of  Oklahoma  petro- 
leum engineering  graduate,  Wood 
began  planning  Lake  Havasu  City 
in  1961.  Two  years  later  he  joined 
forces  with  Los  Angeles'  McCulloch 
Oil  Corp.  to  begin  building  the  city. 
In  1967,  having  shifted  the  balance 
of  McCulloch's  business  from  oil 
prospecting  to  real  estate,  he  be- 
came McCulloch's  president.  In  the 
process,  between  1963  and  1967 
McCulloch's  revenues  multiplied 
eightfold  (to  825  million),  with 
75%  of  the  gain  coming  from  land 
sales.  Its  per-share  earnings  jumped 
from  5  cents  to  93  cents,  while  its 
return  on  shareholders'  equity  in- 
creased to  a  healthy  20%. 

Wood  attributes  the  success  of 
Lake  Havasu  City  to  the  company's 
selling  program.  Unlike  many  desert 
land  promoters.  McCulloch  flies  all 


Wood  of  McCulloch  Oil 

prospective  buyers  to  Havasu  so  that 
they  can  see  the  land  for  themselves. 
McCulloch  bought  the  land  for 
an  average  of  $125-$130  an  acre, 
spends  $3,000  an  acre  for  streets, 
sewers  and  utilities,  and  sells  it  for 
an  average  of  $6,200  a  lot  (2.6 
lots  per  acre).  After  amortizing 
community  facilities  such  as  an  air- 
port, McCulloch  earns  13%  on  each 
lot's  selling  price.  "Once  the  peo- 
ple see  the  area,  with  its  45-mile- 
long  lake,  they  are  motivated  to 
move  there,"  he  says.  "And  we  don't 
have  to  worry  about  mortgages.  Any 
guy  who  moves  there  from  Chicago, 
Cleveland  or  some  other  place  sells 
out  lock,  stock  and  barrel.  The  aver- 
age guy  gets  there  and  deposits 
$39,000  in  the  bank." 

Although  Wood  claims  he  has  no 
trouble  persuading  business  to  move 
there,  he  is  relying  on  McCulloch's 
principal  stockholder  (25%  of  the 
common),  McCulloch  Corp.,  a 
maker  of  chain  saws  and  outboard 
motors,  to  provide  much  of  the 
city's  industry.  Within  five  years 
McCulloch  Corp.  will  move  much 
of  its  manufacturing  from  Los  An- 
geles to  Lake  Havasu  City.  But  it's 
tourism  rather  than  industry  that 
offers  Lake  Havasu  City  its  biggest 
promise.  Wood  figures  40%  of  the 
city's  income  will  come  from  recrea- 
tion. He  guaranteed  that  recently  by 
purchasing  London  Bridge  for  re- 
building at  Lake  Havasu  City.  Says 
Wood:  "Putting  it  back  together, 
rock  by  rock,  will  be  the  biggest  jig- 
saw nuzzle  in  the  world."  ■ 
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-Faces  Behind  the  Figures 


Salvatore  Giordano 
Perfect  Marriage? 

At  a  time  when  aerospace  com- 
panies buy  meat  packers  and  re- 
tailers buy  paperboard  makers, 
Fedders  Corp.'s  acquisition  of  Borg- 
Warner's  Norge  division  last  month 
made  almost  too  much  sense  to  be 
true.  In  a  single  move,  Fedders' 
Brooklyn-born  chairman  and  presi- 
dent, Salvatore  Giordano  Sr.,  57,  not 
only  doubled  the  company's  size,  he 
transformed  it  from  a  one-product 
company  (air  conditioners)  to  a 
full-line  manufacturer  of  appliances 
(washers,  dryers,  ranges,  refrigera- 
tors, as  well  as  coin-operated  laun- 
dry and  dry  cleaning  equipment). 

Giordano's  conventional  acquisi- 
tion will  also  produce  some  conven- 
tional economies.  For  one  thing,  by 
making  Norge  air  conditioners  at 
Fedders'  big  new  plant  in  Edison, 
N.  J.,  Giordano  will  free  space  at 
Norge's  Effingham,  111.  plant  to  fill 
the  increasing  demand  for  home 
dryers  and  commercial  laundry 
equipment.  For  another,  by  com- 
bining the  Fedders  and  Norge  mar- 
keting teams,  he  hopes  to  reduce 
overhead  dramatically.  Giordano 
plans  to  keep  the  two  distribution 
systems  separate,  however,  making 
maximum  use  of  both  the  Fedders 
and  Norge  names.  "The  greatest  in- 
vestment most  companies  have  is  in 
their  name,"  he  says,  "and  we  now 
have  two  good  ones." 

Giordano  paid  only  $45  million 
for  Norge,  $20  million  of  it  in  cash. 
But  Norge  should  have  come  cheap. 
Though  it  moved  into  the  black  in 
1967,  it  had  been  a  consistent  loser. 
"Norge  has  turned  the  corner," 
Giordano    says,    "and    that's    what 

Giordano  of  Fedders 


counted.  We  knew  what  we  were 
buying."  Thus,  Norge  will  have  an 
immediate  impact  on  Fedders'  earn- 
ings. Profits  in  the  year  ending  Aug. 
31,  1969,  Giordano  says,  should  rise 
83%  to  $2.75  a  share,  with  Norge 
contributing  75  cents,  on  sales  of 
$250  million  or  more. 

Not  that  Giordano  won't  have  his 
share  of  problems.  It  will  take  time 
to  shore  up  Norge's  admittedly  weak 
distribution.  The  combined  com- 
panies still  don't  have  a  strong  posi- 
tion in  either  ranges  or  refrigerators. 
And,  since  most  of  Norge's  old  ex- 
ecutives either  quit  or  got  fired, 
Giordano  must  prove  that  he  has 
the  organization  to  run  a  company 
that  has  doubled  in  size  overnight. 

But  Giordano  has  tackled  tougher 
problems  before.  Though  he  never 
finished  high  school,  he  worked  his 
way  to  the  top  through  sales  and 
production  at  Frank  J.  Quigan,  Inc. 
(women's  purse  frames).  After 
Quigan  merged  with  Fedders  in 
1949,  Giordano  took  over  the  presi- 
dency and  proceeded  to  transform 
Fedders  into  the  U.S.'  No.  One  pro- 
ducer of  room  air  conditioners,  no 
mean  accomplishment  considering 
the  competition  includes  giants  like 
General  Electric,  Whirlpool,  Gen- 
eral Motors  and  Chrysler.  ■ 


Paul  Green 

To  Broadway  and  Back 

Though  Paul  Green  won  the  Pul- 
itzer Prize  in  1927  for  his  play  In 
Abraham's  Bosom,  his  most  success- 
ful play  is  The  Lost  Colony,  an  out- 
door historical  drama  he  wrote  in 
1937  for  a  W.P.A.  amphitheater 
near  Manteo,  N.C.  Concerned  with 
Sir  Walter  Raleigh's  attempt  to  set- 
tle the  New  World,  it  is  still  running 
at  the  same  location  after  more  than 
30  years,  but  Green  doesn't  get  a 
penny  of  the  $lll,000-a-season  box 
office.  He  gave  up  the  script  to  an 
historical  group  in  1937  for  $1,500. 

Green  learned  his  lesson  from 
that,  and  since  then  he  has  written 
ten  other  historical-musical  dramas 
for  outdoor  production— usually  for 
a  5%  royalty.  Four,  including  The 
Common  Glory  at  Williamsburg, 
Va.,  are  still  running.  It's  not  a  bad 
living.  Though  Broadway  no  longer 
remembers  him,  Green  earns  $20,- 
000  a  year  in  royalties— more  than 
many  a  more  famous  playwright 
averages  these  days. 

Green  makes  no  claim  to  being 
much  of  a  businessman,  but  at  one 
time  his  literary  talents  made  him  a 
millionaire,  and  over  the  years  he 
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has  had  an  uncommon  knack  for 
matching  his  talents  to  the  demands 
of  the  marketplace.  Born  on  a  North 
Carolina  farm,  Green  taught  philos- 
ophy at  the  University  of  North 
Carolina  and  began  writing  for 
Broadway  in  1925,  when  he  won 
the  Belasco  Cup  for  a  one-act  play. 
But  despite  the  Pulitzer  Prize,  he 
never  had  the  touch  that  lights  up 
the  Broadway  sky.  Artistic  success- 
es, his  plays  were  generally  box- 
office  failures.  "If  I  had  stuck  with 
Broadway  in  the  Twenties  and  Thir- 
ties," Green  says,  "I  might  have 
done  more  there,  but  I  had  started 
a  family.  I  wasn't  going  to  have 
them  live  like  dogs." 

Instead,  he  went  to  Hollywood  in 
1932  and  began  making  money- 
more  than  $100,000  in  some  years. 
Green's  warm  and  folksy  scripts- 
including  some  of  Will  Rogers'  no- 
table successes— were  just  what  the 
public  wanted  in  the  Thirties,  and 
between  scripts  Green  would  go 
back  to  teaching  or  to  Broadway. 
After  the  war,  however,  the  movie 
moguls  started  peppering  Green's 
folk  stories  with  sex  and  violence, 
and  Green  saw  the  handwriting  on 
the  wall.  "I  couldn't  claim  that 
cheapness  for  myself  any  longer,"  he 
says.  "I  decided  to  take  some  risks 
writing  what  I  wanted.  The  money 
I'd  invested  in  stocks— which  I  later 
sold— and  real  estate  in  the  South 
did  carry  me  over  to  now,  when 
maybe  I  can  live  on  my  writing." 

No  longer  a  millionaire,  Green  is 
now  writing  four  new  plays  similar 
to  The  Lost  Colony  for  historical  as- 
sociations in  North  Carolina,  Ohio, 
Georgia  and  Texas.  But,  at  73,  he 
hasn't  forgotten  Broadway's  larger 
rewards— he's  planning  another  fling 
with  a  drama  and  a  musical.  ■ 
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Ralph   Hayden  Jr. 

Man  on  the  Spot 

In  taking  over  as  president  of 
/Massachusetts'  Foxboro  Corp.  last 
spring,  Ralph  Hayden  Jr.,  56,  be- 
came the  first  nonfamily  president 
in  the  company's  54-year  history. 
The  Bristol  cousins,  Rexford,  65, 
and  Benjamin.  72.  who  own  34%  of 
Foxboro's  4.2  million  shares,  had 
run  out  of  founding-family  members 
to  head  the  company.  Hayden.  a  31- 
year  veteran  at  Fjxboro  with  an 
engineering  and  production  back- 
ground, was  tapped  for  the  job. 

Foxboro  ranks  with  Honeywell 
as  the  U.S.'  leading  producer  of 
process  controls,  those  key  devices 
in  industrial  automation,  but  process 
controls  are  currently  something  of 
a  drug  on  the  market.  In  1967  Fox- 
boro's earnings  had  fallen  13.5%  on 
a  12.2%  gain  in  sales,  and  at  the 
first  half  of  this  \ear  they  were 
down  a  further  75%.  By  mid- 
summer Hayden  had  so  little  hope 
that  the  second  half  would  be  any 
better  that  he  pared  back  Foxboro's 
dividend  from  $1  to  60  cents  to  con- 
serve cash.  "The  profits  we'll  make 
six  to  eight  months  from  now,"  he 
says,  "are  tied  to  our  current  order 
backlogs,  and  the)  just  aren't  show- 
ing significant  recovery  at  this  time." 
But,  as  even  Hayden  concedes,  the 
market  isn't  the  only  problem.  The 
slump  in  demand  came  just  when 
Foxboro's  overhead  and  deprecia- 
tion charges  were  rising  sharply  as 
one  of  the  results  of  a  major  expan- 
sion program. 

In  planning  the  expansion,  Fox- 
boro had  assumed  that  the  10%  an- 
nual growth  rate  of  the  process- 
controls  industry  would  continue  in 
a  straight  line  as  it  had  for  a  decade. 
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The  assumption  was  wrong,  and 
Hayden  now  figures  that  it  will  take 
at  least  three  more  years  to  absorb 
the  new  capacity.  "If  on  hindsight 
we  had  had  more  foresight,"  he  says 
dryly,  "we  wouldn't  have  built  so 
heavily." 

Foxboro  had  other  problems  as 
well.  The  industry's  biggest  growth 
has  come  not  in  mechanical  and 
pneumatic  instruments,  which  ac- 
count for  over  half  of  Foxboro's 
sales,  but  in  electronic  equipment, 
which  provides  only  25%.  Foxboro 
has  lagged  behind  the  industry  in 
this  area,  and  its  efforts  to  catch 
up— in  sophisticated  digital  systems, 
for  instance— have  generated  only 
losses  that  are  likely  to  continue 
for  some  time.  Beyond  this,  Foxboro 
depends  on  outside  suppliers  for  a 
substantial  part  of  its  components, 
thus  restricting  margins  at  a  time 
when  the  company  needs  every 
penny  of  profit  it  can  get.  "We  have 
decided,"  Hayden  says,  "to  look  for 
acquisitions  among  our  suppliers 
and  other  related  companies." 

But  time  may  be  running  out.  De- 
spite its  current  problems,  Foxboro 
common  still  sells  at  35  to  40  times 
earnings.  How  long  that  lofty  mul- 
tiple will  last  if  earnings  remain 
depressed  into  next  year  is  an  open 
question.  The  Bristols,  of  course, 
have  always  refused  to  merge  Fox- 
boro with  a  larger  company,  but 
with  the  stock  already  off  from  75 
to  43,  selling  out  could  become  a  lot 
more  attractive.  ■ 


Andrew  W.  Tarkington 
Balancing  Act 

When  Andrew  Tarkington  got 
out  of  Southern  Methodist  Univer- 
sity in  1932  he  wanted  to  be  a 
banker,  but  the  banks  weren't  exact- 
ly hungry  for  talent  in  those  days, 
so  he  went  to  work  without  pay  as 
a  clerk  for  the  First  National  Bank 
in  Dallas.  It  took  him  six  months 
just  to  get  on  the  payroll  at  $75  a 
month.  "Then  the  banks  closed  and 
I  decided  banking  wasn't  a  very 
good  business,"  he  says.  He  went 
to  work  in  the  treasurer's  office  of  a 
Bethlehem  Steel  subsidiary.  In  1948 
he  was  lured  away  from  Bethlehem 
to  Ponca  City,  Okla.  as  treasurer  of 
little  Continental  Oil  Co. 

Today,  20  months  after  he  was 
named  chief  executive  officer,  Tark- 
.ington  makes  $160,000  a  year  in 
salary  alone.  But  he's  earning  it.  He 
fills  the  shoes  of  his  predecessor, 
Leonard  F.  McCollum,  who  did  a 


Tarkington  of  Continental  Oil 

brilliant  job  turning  Conoco  from 
a  small  local  company  into  an  in- 
ternational giant.  Says  Tarkington: 
"Mr.  McCollum  laid  the  foundation 
for  an  energy  company  based  on 
natural  resources.  It's  my  job  to 
make  it  all  work  and  make  money." 
Last  year,  Conoco  did  over  $2  bil- 
lion in  oil,  coal,  chemicals,  plastics 
and  fertilizer.  But  for  all  its  varied 
energy  interests,  Conoco  is  still  far 
from  a  balanced  company.  It's 
Tarkington's  task  to  make  it  one. 

Conoco  now  produces  far  more 
crude  oil  in  Libya  than  it  can  refine 
or  market.  Import  restrictions  pre- 
vent Conoco  from  importing  much 
of  the  crude  oil  into  the  U.S.,  so  the 
company  is  forced  to  sell  it  at  low 
prices  to  bigger  international  re- 
finers. Thus,  while  the  huge  Libyan 
fields  now  produce  well  over  half  of 
Conoco's  total  crude  oil,  almost  90% 
of  the  company's  earnings  come 
from  its  integrated  U.S.  operations. 

The  logical  solution  is  to  sell  more 
refined  products  in  Europe.  But  that 
isn't  an  easy  job— as  Tarkington  is 
already  finding  cut.  For  one  thing, 
it  costs  gobs  of  money.  In  order  to 
help  finance  a  $100-million  refinery 
in  England  and  to  expand  its  mar- 
keting outlets  in  Europe,  Conoco 
last  summer  sold  $149  million  worth 
of  new  common— an  11%  stock  dilu- 
tion. As  a  result  (in  spite  of  an  in- 
crease in  net  income  of  8.5%  over 
the  past  three  quarters)  common 
share  earnings  are  down  2.6% 

But  Tarkington  is  making  prog- 
ress. With  the  new  money  now  at 
work,  says  Tarkington,  "the  period 
of  dilution  is  pretty  well  completed 
and  we  should  have  a  strong  fourth 
quarter.  I'm  confident  our  dollar 
earnings  will  be  up  attractively  for 
the  year."  ■ 
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We're  working  to  double 
our  earnings  per  share 
within  3  years 

and  we've  just  taken       \ 
a  big  step  forward! 


Write  for"A  Big  Step? 
our  1968-lst  half  report 
to  shareholders. 


U.S.Industries,  Inc. 

usi  Successful  people  united  for  greater  growth. 

250  Park  Avenue,  New  York,  N.Y.  10017 
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The  Forbes  Index 


J         /  ^ 

\     J      Period  ol  Economic  Recession  as  defined 

*•"         by  National  Bureau  ol  Economic  Research 

Composed  of  the  following: 
Production 

•  How  much  are  we  producing?  (Federal  Re- 
serve Board  Index  of  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering? 
(Dept.  ot  Commerce  latest  three  months  new 
orders  ot  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building  ">  (Dept.  ot 


Commerce  private  nontarm  housing  starts) 
Consumption 

•  How  much  are  people  spending?  (Dept.  ol 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debt?  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services?  (Dept.  ot  Commerce 


JULY    113.2 

AUG 115.6 

SEPT 115.8 

OCT 116.9 

NOV 118.8 

DEC 121.0 

JAN 122.4 

FEB 124.3 

MAR 126.3 

APR 126.9 

MAY     128.0 

JUNE  .128.7 

JULY  (pre.)  .129.7 
AUG.  (pre.)  .130.5 


service  price  index  related  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  (Dept.  of 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.  S. 
Dept.  of  Labor  initial  unemployment  claims) 


' 


Closing  the  Barn  Door 

To  Senator  Eugene  J.  McCarthy  it's  "a  New  Year's  resolu- 
tion." To  Bureau  of  the  Budget  Director  Charles  J.  Zwick 
it's  "an  archaic  device."  But  to  Representative  Wilbur  D. 
Mills,  chairman  of  the  House  Ways  &  Means  Committee,  it 
is,  next  to  taxes,  his  second  most  potent  rattle. 

It's  the  debt  ceiling,  and  last  month  Mills  shook  it  because 
total  spending  cuts  of  S6  billion— his  price-tag  for  the  sur- 
tax—were coming  too  slowly.  Since  the  mid-1950s  the 
Treasury  has  been  bumping  its  head  against  the  ceiling  as 
many  as  three  times  a  year.  The  ceiling  has  come  to  reflect 
the  schizophrenia  of  a  Congress  concerned  with  the  size  of 
the  debt  that  has  resulted  from  the  money  that  they  them- 
selves have  appropriated. 

But  just  as  it  was  the  fear  of  inflation  and  not  rising  debt 
that  pushed  Congress  to  increase  taxes,  so  the  debt  ceiling 
does  not  really  control  spending.  "Does  the  threat  of  not 
extending  the  debt  ceiling  reduce  the  Administration's 
spending?"  asks  the  Budget  Bureau's  Zwick.  "If  it  does,  it 
serves  its  role.  But  I  have  seen  no  objective  evidence  of  it. 
The  place  to  control  spending,"  he  says,  "is  in  the  Appro- 
priations Committee."  Senator  Everett  M.  Dirksen  also  pre- 
fers the  latter  battlefield.  'The  whole  idea,"  he  says,  "is  to 
hold  down  appropriations  and  hold  down  the  authorizations 
for  appropriations." 

Congress  has  never  intentionally  used  the  debt  ceiling  to 
limit  spending.  If  it  had,  it  might  have  put  itself  in  the 
unique  position  of  refusing  to  honor  debts  it  had  willfully 
incurred  through  appropriations.  As  one  Treasury  official 
says,  "If  Congress  doesn't  appropriate  it,  we  don't  have  to 
worry  about  borrowing  it." 

Debt  ceiling  proponents  still  hope  it  somehow  serves  the 
same  role  that  massive  retaliation  does  in  the  Cold  War- 
namely,  that,  if  it  were  abused,  the  wheels  of  Government 
would  grind  to  a  screeching  halt.  Enemies  in  the  Adminis- 
tration who  have  been  publicly  flailed  at  hearings  in  honor 
of  the  debt  ceiling  suspect  it  really  represents  a  struggle 
for  influence  between  the  Appropriations  Committee  and 
the  Ways  &  Means  Committee. 

If  the  debt  ceiling  is  used  at  all  genuinely,  however,  it 


probably  represents  the  last  feeble  attempt  by  Congress  to 
assert  control  over  the  colossal  complexity  of  the  incompre- 
hensible dollar  amounts  required  to  meet  the  nation's  in- 
satiable human  needs.  Mills  hints  at  this  when  he  says  that 
the  debt  ceiling  has  value.  "Periodically  as  the  ceiling  is 
reached,"  he  says,  "we  review  our  fiscal  situation  and  ana- 
lyze it  a  bit  more  closely  perhaps  than  we  would  if  we  had 
no  ceiling  in  our  way."  For  Congress  the  debt  ceiling  review 
provides  the  comprehensive  picture  of  spending  that  it  is 
denied  in  its  appropriations  work.  After  the  President's  pro- 
posed budget  has  been  broken  down  into  many  different 
appropriations  bills,  it  is  hard  for  Congress  to  comprehend 
the  whole.  The  debt  ceiling,  however,  partially  answers  the 
need  in  providing  a  review. 

The  Budget  Bureau's  Zwick  believes  the  debt  ceiling  gives 
the  House  Ways  &  Means  Committee  a  forum  to  review 
appropriations,  but  he  thinks  the  recent  spending  cut  by 
Congress  has  been  much  more  effective.  "Up  to  now,"  he 
says,  "the  debt  limit  hearings  have  just  been  a  lot  of  long 
speeches  and  dialogue.  But  I  think  Congress  is  in  the  midst 
of  a  very  fundamental  soul-searching:  How  to  review  speci- 
fic programs  and  yet  keep  the  total  down.  With  the  spending 
cut,"  Zwick  says,  "Congress  has  struck  a  blow  for  a  smaller 
budget.  On  the  other  hand,  they're  not  very  happy  about 
how  we're  doing  it." 

This  is  because  Congress,  by  approving  $6  billion  in 
spending  cuts  so  that  they  have  the  force  of  law,  was  trying 
a  new  technique.  But  once  it  instructed  the  Administration 
to  make  reductions,  it  found  unpalatable  the  reality  of  such 
things  as  fewer  Post  Office  employees  and  FBI  agents.  By  its 
unwillingness  to  make  these  cuts  itself,  Congress  inadvert- 
ently gave  more  power  to  the  President,  who  now  must  cut 
$3  billion  without  its  direction.  "And  that,"  says  Zwick,  "is 
going  to  give  the  President  a  great  deal  of  program  control, 
which  in  the  pist  Congress  has  been  unwilling  to  do." 

In  failing  to  perform  the  operation  itself,  Congress  has 
again  proved  the  vitality  of  that  old  definition  of  the  poli- 
tician—a man  who  never  votes  for  a  tax  nor  against  an  appro- 
priation. It's  easy  to  vote  for  cuts  in  total  spending  and  for 
a  limit  to  aggregate  debt,  but  far  more  difficult  to  choose 
who  doesn't  get  to  go  in  the  lifeboat.  ■ 
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MARKET  COMMENT 

By  L.  0.  Hooper 


This  Pause  Is  Good! 


Those  who  own  common  stocks  for 
capital  gains— and  that's  most  every- 
body now— always  feel  better  when 
prices  are  rising.  Falling  quotations 
make  them  unhappy.  It  seems  to  me, 
however,  that  there  arc  times  when  a 
pause  in  the  pace  is  good,  and  that 
this  has  been  one  of  those  times. 

The  increase  in  federal  taxes  and 
the  modest  cut  in  federal  spending,  it 
seems  to  me,  has  been  used  as  an  ex- 
cuse, rather  than  a  reason,  for  an  over- 
due cooling  of  unhealthy  speculative 
ardor.  While  the  concrete  conse- 
quences of  these  fiscal  changes  (which 
were  advocated  by  a  vast  majority  of 
responsible  financial  people)  are  not 
yet  fully  operative,  the  measures  al- 
ready have  resulted  in  moderately  low- 
er interest  rates,  somewhat  greater 
availability  of  credit,  a  stronger  dollar 
and  a  collapse  in  the  unsettling  specu- 
lation in  gold.  Prices  for  goods,  services 
and  commodities  have  ceased  to  rise 
rapidly.  Inflation  is  in  at  least  slight- 
ly better  control.  At  the  same  time, 
Wall  Street's  back-office  crisis  (much 
worse  than  the  public  generally  real- 
ized) has  begun  to  improve,  although 
very,  very  slowly. 

I  do  not  think,  even  for  a  minute, 
that  this  is  the  end  of  inflation  and  ac- 
tive speculation.  I  think  it  is  only  a 
needed  and  healthy  pause.  It  should 
be  recognized,  however,  that  you  could 
not  slow  down  inflation  and  specula- 
tion without  setting  in  motion  a  cor- 
rective process  in  a  stock  market  that 
for  some  months  had  been  over-jazzed. 
As  the  psalmist  said,  "Hope  deferred 
maketh  the  heart  sick."  For  some  of 
these  "performance"  people,  hope  has 
been  deferred.  Quite  logically,  some 
of  the  stocks  that  went  up  fastest  have 
declined  fastest.  It  was  ever  thus. 

Over  a  longer  period,  more  specu- 
lation is  inevitable  because  there  is 
sure  to  be  more  inflation.  As  long  as 
we  have  a  welfare  state  (and  I  don't 
see  anyone  advocating  anything  else 
nor  do  I  think  you  can  unscramble 
eggs ) ,  the  value  of  the  unit  of  currency 
in  this  and  in  every  other  important 
country  in  the  world  is  subordinated 
to  the  effort  to  keep  the  standard  of 
living  always  rising.  When  the  Viet- 
nam war  ends,  neither  the  Republi- 
cans nor  the  Democrats  sees  a  big  re- 
duction in  federal  outgo.  Rather,  both 
great   political   parties   have   new   do- 


mestic spending  plans  on  their  books. 
Public  men  say  we  must  "rebuild 
the  cities,"  "provide  adequate  housing" 
lor  those  who  cannot  afford  it,  and 
have  "a  Marshall  Plan"  for  the  poor. 
Our  interstate  highway  program  is  un- 
finished, and  it  looks  as  if  we  will  need 
another  one  before  it  is  completed. 
There  is  the  pressing  problem  of  air 
pollution,  stream  pollution,  water  pol- 
lution, and  most  of  the  new  suburban 
communities  still  are  struggling  with 
the  need  for  more  sewers  and  sewer- 
treatment  plants.  Most  of  these  things 
are  to  be  done  with  borrowed  money, 
and  public  borrowing  is  inflationary. 
Most  of  these  "fresh  approaches"  we 
have  heard  so  much  about  at  the  na- 
tional political  conventions  of  the  past 
month  are  far  from  deflationary. 

The  Inevitables 

This  is  a  good  time  to  think  about 
some  of  the  "inevitables":  1)  more  in- 
flation eventually,  if  not  immediately; 
2)  no  early  return  to  really  low  interest 
rates;  3)  more  spending  for  housing 
and  rebuilding  of  the  cities;  4)  con- 
tinued accumulation  of  equities  by  in- 
stitutions such  as  mutual  funds,  pen- 
sion funds,  public  employee  funds, 
teachers  funds,  colleges,  foundations, 
and  the  like,  which  tends  to  reduce 
the  supply  of  stocks;  5)  constant  re- 
appraisal of  the  shares  of  glamour  com- 
panies and  conglomerates  (some  of 
them  are  good  and  others  are  far  from 
it ) ;  6)  a  separation  of  the  "men"  from 
the  "boys"  in  the  case  of  those  many 
new  companies  that  have  become 
publicly  owned  during  a  new  "new 
issue"  craze;  7)  new  faces  and  new 
ideas  in  Washington  regardless  of  the 
outcome  of  the  November  election;  8) 
a  tremendous  and  exceedingly  expen- 
sive attack  on  air  and  water  pollution; 
9)  continued  popularity  of  common 
stocks  as  investments,  regardless  of  the 
intermediate  fluctuations  that  will  oc- 
cur from  time  to  time  as  excesses  have 
to  be  corrected;  10)  in  such  a  dynamic 
society,  new  industries  will  continue 
to  wax  while  some  older  industries  (not 
all)  will  wane. 

I  still  regard  National  Cash  Register 
(126)  as  my  favorite  computer  stock, 
and  would  prefer  it  to  International 
Business   Machines  and  Control   Data 
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in  making  fresh  purchases.  .  .  .  Al- 
though the  mobile  home  issues  look 
high  at  these  price  earnings  ratios,  I 
feel  that  the  future  of  the  industry  is 
decidedly  bright.  Skyline  Corp.  (41 
for  the  new  stock  resulting  from  a 
3-for-l  split  of  the  old)  has  one  of 
the  best  records  in  all  American  in- 
dustry. Since  1961,  sales  have  in- 
creased from  $9.5  million  to  $107.6 
million  (for  the  year  ended  May  31), 
profits  from  $134,000  to  $4.5  million 
and  earnings  of  equity  (higher  every 
year)  from  7%  to  41%.  I  don't  know 
what  the  stock  will  do  over  the  near 
term,  but  over  a  period  of  time  I  feel 
confident  it  will  be  a  good  issue  to  own 
for  capital  gains. 

Steel  industry  earnings  for  the  next 
few  months  will  be  sorry.  Indeed,  some 
industry  analysts  expect  the  steel  com- 
panies, or  most  of  them,  actually  to 
operate  at  a  loss.  Preparatory  for  a 
strike  (that  did  not  come),  the  steel 
companies  produced  ahead  of  con- 
sumption, and  advance  inventories 
now  must  be  worked  off.  Instead  of 
selling  steel  shares  on  weakness,  I 
would  buy  them.  There  are  some  ex- 
cellent values  here,  and  steel  is  not 
going  out  of  style.  I  think  the  earnings 
of  Armco  Steel  (paying  $3  and  selling 
around  48)  may  stand  up  better  than 
those  of  most  companies.  ...  I  am  not 
bullish  on  the  coppers,  anticipating 
lower  prices  for  the  red  metal.  I  would 
switch  most  of  the  copper  stocks  into 
Alcan  Aluminium  (23)  which  looks 
decidedly  undervalued  and  is  hovering 
around  its  recent  lows. 

One  of  the  "obvious"  stocks  to  buy 
in  the  anti-pollution  industry  is  Zurn 
Industries  (32).  The  company  offers 
a  sort  of  over-all  spread.  There  are 
many  bigger  companies  in  this  great 
area,  but  most  of  them  are  not  so  con- 
centrated in  it  as  Zurn. 

I  suspect  that  the  recent  rise  in 
the  savings  if  loan  shares  has  removed 
them  from  a  buying  area.  I  would  take 
a  chance  on  being  able  to  buy  them 
cheaper.  One  of  the  things  in  their 
favor,  of  course,  is  that  some  of  the 
multi-industry  companies  would  like 
to  get  into  the  home  credit  business. 
...  I  expect  the  financial  community 
to  continue  to  be  suspicious  as  well  as 
critical  of  the  conglomerates.  There  is 
room  to  question  their  bookkeeping 
and  even  more  room  to  question 
whether  they  have  the  managerial  tal- 
ent to  do  a  good  job  in  so  many  differ- 
ent lines  of  business.  Even  the  most 
experienced  analysts,  and  those  who 
have  the  most  tacts  and  figures,  feel 
lost  in  their  attempts  to  arrive  at 
sound  investment  conclusions  concern- 
ing their  shares.  They  are  not  all  bad, 
but  I  guess  eventually  you  can  buy 
most  of  them  at  lower  prices.  ■ 
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Open  letter  to  Mr.  H:  "Investor" 


(background)  Recently  we  received  a  letter  from  a  Mr.  H  in 
Miami,  Florida.  Businessman  Mr.  H  had  taken  a  trial  subscription 
to  The  Value  Line  Investment  Survey.  However,  he  had  a  complaint. 
We  sent  him  too  much  information  and  too  many  charts.  Mr.  H 
said  he  was  just  interested  in  the  names  of  stocks  and  why  Value  Line 
felt  they  would  go  up  or  down,  or  might  be  or  might  not  be  a  good 
buy.  Mr.  H's  attitude  is  the  same  as  many  other  investors.  So  while 
we  have  already  sent  a  letter  to  Mr.  H,  we  think  his  reaction  to  our 
service  deserves  another  response  from  us— but  this  time  ...in  public. 
We  believe  it  is  important  for  him  and  for  all  the  investors  who  feel 
as  Mr.  H  does.  Those  investors  who  care  about  reliable,  intensive 
research  should  also  find  the  following  letter  of  interest. 


DEAR  MR.  H: 

If  you're  looking  for  tips  on 
the  stock  market,  you  won't  find  them  at  Value  Line. 
You  will  just  have  to  try  another  source.  But  if  you 
seek  impersonal,  objective  evaluation  of  over  1400 
stocks  weekly.  The  Value  Line  Investment  Survey  may 
be  able  to  help  you. 

Essentially,  Value  Line  rates 
each  of  1400  stocks  for  probable  market  performance, 
relative  to  all  the  others,  within  three  defined  time 
periods:  the  next  twelve  months,  3-5  years  from  now 
and  for  the  very  long  term  (beyond  five  years). 

Within  these  periods  all 
stocks  are  rated  from  I  (Highest)  to  V  (Lowest)  for 
three  attributes:  performance  in  the  next  12  months, 
appreciation  potential  in  3-5  years  and  income  (yield) 
for  the  next  12  months.  All  stocks  are  also  graded  A 
plus  to  C  minus  for  the  attribute  of  quality,  which 
means  dependability  over  the  very  long  term  for  growth 
and  stability. 

Ratings  of  probable  future 
price  performance  are  based  almost  entirely  on  funda- 
•  mentals.  These  ratings  are  not  infallible.  But  they  have 
been  accurate  in  such  a  high  percentage  of  cases  — 
for  reasons  that  are  logical  —  that  you  owe  it  to  yourself 
to  check  the  stocks  you  are  holding  and  the  stocks 
you  may  wish  to  buy  or  sell  against  the  Value,  Line 
evaluations. 

Therefore,  if  you  are  inter- 
ested in  income  you  might  prefer  to  invest  in  a  stock 
Value  Line  rates  I  for  yield  in  the  next  12  months. 
But  a  friend  of  yours  might  be  interested  in  appreciation 
potential  in  3-5  years.  So  he  might  prefer  a  stock  which 
Value  Line  rates  I  in  that  respect.  This  same  stock  may 
be  rated  V  for  income  in  the  next  12  months,  but  your 
friend  does  not  care  ...  his  prime  objective  is  apprecia- 
tion. 

In  other  words,  Value  Line 
makes  an  objective  evaluation  .  .  .  then  you  take  it  from 
there,  depending  on  your  personal  objectives. 

Value  Line  uses  a  unique 
method  of  assigning  an  index  number  to  its  four  weekly 
ratings.  By  weighting  these  index  numbers  to  accord 
with  your  own  personal  investment  goals,  you  can  gauge 
how  suitable  any  one  of  the  more  than  1400  stocks  is 
for  you  now. 

Investing  is  an  individual 
endeavor.  What  may  be  good  for  you  is  not  necessarily 
good  for  the  next  investor.  No  advisory  service  can 
make  a  blanket  statement  on  any  stock  which  will  be 
applicable  to  every  investor.  That  is  why  Value  Line 


rates  each  of  the  1400  stocks  weekly  on  their  four  main 
attributes  within  three  time  periods. 

Each  week  the  Ratings  & 
Reports  section  of  Value  Line  provides  full-page 
research  reports  on  over  100  stocks  in  several  indus- 
tries ...  a  total  of  4  full-page  reports  on  each  of  the 
1400  stocks  yearly.  The  Summary-Index  lists  the  rat- 
ings of  all  1400  stocks  weekly.  The  8-page  Selection 
&  Opinion  section  makes  editorial  comments  weekly 
on  the  national  economy  and  the  stock  market  in 
general.  And  — to  help  those  who  want  specific  guidance 
—  this  section  also  provides  Value  Line's  analysis  of  an 
especially  interesting  industry  and  its  selection  of  the 
best  situated  stocks  in  it . . .  plus  Value  Line's  Espe- 
cially Recommended  Stock  of  the  week  (or  Special 
Situation  of  the  month) .  As  a  subscriber  to  Value  Line 
you  also  receive  Value  Line's  monthly  Special  Report 
on  "insider"  transactions  and  the  quarterly  Special 
Report  on  mutual  fund  transactions. 

bonus -With  the  annual  or 
3-month  trial  subscription,  Value  Line  will  ship  you 
immediately  its  2-volume  Investors  Reference  Library, 
which  will  give  you  the  latest  full-page  reports  on  all 
1400  stocks  that  have  been  published  prior  to  your 
subscription.  With  Value  Line  you  will  make  your  own 
decisions  based  on  Value  Line's  objective  appraisals. 

MONEY-BACK  GUARANTEE'If 

you  are  dissatisfied  with  Value  Line  for  any  reason, 
return  the  material  within  30  days  for  a  full  and 
prompt  refund. 

In  fairness  to  regular  subscribers,  who  pay  $1 67  a  year  for  The 
Value  Line  Investment  Survey,  we  cannot  make  the  $5  trial  for 
4  weeks  of  service  available  to  anyone  who  has  already  had 
such  a  trial  within  the  past  six  months. 


□  ONE  YEAR- $167 
(52  EDITIONS) 


□   3-MONTH  TRIAL- J  44 
111    " 


(13  EDITIONS) 


Send  me  the  complete  service  for  the  term  checked  plus 
—as  a  bonus— the  2-volume  Investors  Reference  Library 
consisting  of  Value  Line  sections  published  during  the 
13  weeks  preceding  start  of  this  subscription. 
□  Payment  enclosed  C  Bill  me 


□  FOUR-WEEK  TRIAL-J5 
(4  EDITIONS) 

Send  me  a  4-week  introduc- 
tory subscription  to  the  full 
service  for  $5.  I  enclose 
payment. 


If  dissatisfied  for  any  reason,  I  have  up  to  30  days  to  return  the  material 
for  a  full  refund  under  your  money-back  guarantee. 


Name  (please  print). 
Address  


.AA16-18 


City. 


Zip. 


(Subscription  fees  are  deductible  for  income  tai  purposes.  NYC.  residents, 
please  add  5%  sales  tax.  other  NY.  State  residents,  add  applicable  sales  tax.) 
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INVESTMENT  SURVEY 

Publiihed  by  Arnold  Bernherd  &  Co.,  Inc. 
S  EAST  44th  STREET,  NEW  YORK,  N.  Y.  10017 
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STOCK  ANALYSIS 

By  Heinz  H.  Biel 


The  Bitter  Pill 


Since  early  last  yeah  the  Federal 
Reserve,  as  well  as  bankers  at  home 
and  abroad,  economists  and  business- 
men, had  been  clamoring  that  some- 
thing be  done,  and  done  promptly,  to 
slow  down  the  pace  of  our  economy 
in  order  to  prevent  inflation  from  get- 
ting out  of  hand.  The  1966  experience 
had  proved  that  a  severely  restrictive 
credit  policy  alone  could  not  solve  the 
problem  without  serious  risks  to  the 
proper  functioning  of  the  economy.  It 
was  obvious  that  firm  fiscal  measures 
had  to  supplement  the  actions  of  the 
Fed.  When  the  Administration  got 
around  to  ask  for  higher  taxes.  Con- 
gress refused  to  act  unless  and  until 
the  tax  increase  was  accompanied  by  a 
corresponding  cut  in  spending.  After 
interminable  haggling,  a  compromise 
was  finally  reached  early  this  summer, 
but  by  then  it  was  too  late.  The  dam- 
age had  already  been  done. 

Strangely  enough, many  Wall  Street- 
ers  welcomed  the  tax  hike.  They  had 
been  so  effectively  brainwashed  that 
thev  actually  looked  forward  to  swal- 
lowing the  bitter  pill,  not  realizing  that 
the  side  effects,  while  presumed  to  be 
"healthy,"  might  be  anything  but  pleas- 
ant. Indeed,  after  the  tax  law  was 
passed,  the  stock  market  at  first  rose 
to  a  new  record  high,  and  we  had, 
when  we  now  look  back  at  the  charts, 
a  typical,  though  short-lived,  summer 
rally.  But  then  came  the  usually  sober- 
ing afterthoughts. 

Profit  Downturn 

Since  the  corporate  tax  increase  was 
made  retroactive  to  Jan.  1,  the  adverse 
effect  on  profits  became  painfully  ap- 
parent as  soon  as  earnings  reports  for 
the  second  quarter  and  the  first  half 
started  to  come  out  around  mid-July. 
All  too  main  of  them  were  more  than 
mildly  disappointing,  particularly  in 
cases  where  management  decided  that 
this  was  a  good  time  for  special  write- 
offs in  order  to  save  taxes. 

In  addition,  to  make  matters  worse, 
the  tougher  fiscal  policy  came  at  a  time 
when  the  rate  of  economic  growth  was 
already  beginning  to  taper  off.  If  taxes 
had  been  raised  six  or  nine  months 
earlier,  that  would  have  been  sound 
economics.  Now,  however,  the  ad\  is- 
ability  of  these  measures  appears  to  be 
more  dubious.  In  any  event,  investors 
will  have  to  lower  their  earnings  ex- 
pectations for  1968  and  be  prepared 


for  an  even  poorer  showing  in  the  first 
half  of  1969. 

Economists  are  unsure  of  what  lies 
ahead.  Perhaps  there  will  be  only  a 
flattening  of  the  growth  trend;  or  per- 
haps there  might  be  another  minireces- 
sion.  Conceivably  the  situation  could 
deteriorate  into  something  more  seri- 
ous, but  no  one  really  dares  to  think, 
and  certainly  not  to  speak,  of  such  hor- 
rid possibility.  Whatever  the  future 
may  bring,  there  is  always  a  silver 
lining  on  the  horizon.  Unless  our  econ- 
omy turns  out  to  be  more  robust  than 
most  economists  expect,  the  chances 
are  quite  good  that  the  surtax  will  be 
permitted  to  expire  when  scheduled 
on  June  30,  1969.  Obviously,  this 
would  be  cheerful  news  for  Wall 
Street,  and  it  would  probably  be  an- 
ticipated and  discounted  many  months 
in  advance. 

Correction  Incomplete 

Although  many  of  the  high-flying 
favorites  have  already  taken  a  severe 
beating  in  the  market,  there  still  re- 
mains plenty  of  hot  air  in  many  of  the 
grotesquely  inflated  stocks,  primarily 
on  the  American  Stock  Exchange  and 
over  the  counter.  Speculative  enthu- 
siasm has  cooled  off  considerably,  but 
it  is  far  from  as  dead  as  it  would  be 
at  the  bottom  of  a  correction.  So-called 
investors  still  scramble  for  new  issues, 
bidding  them  up  to  fat  premiums 
above  the  original  offering  price,  which 
more  often  than  not  could  hardly  be 
considered  a  bargain  to  begin  with. 

Another  indication  that  the  fire  is 
still  smouldering  is  the  "fad"— that 
sudden  enthusiasm  for  certain  stock 
groups  that  spreads  like  wildfire.  Just 
look  at  the  daily  listing  of  new  highs, 
and  you  will  learn  very  quickly  what 
is  fashionable  in  the  Street.  Right  now 
you  will  find  it  is  the  stocks  of  the  Cali- 
fornia savings  &  loans  associations,  the 
mobile  home  makers  and  the  building 
materials  industry  that  are  enjoying  a 
bull  market  of  their  own.  The  rationale 
for  this  is  quite  simple.  Helped  along 
by  declining  interest  rates,  a  boom  in 
the  building  industry  is  supposed  to  be 
all  but  inevitable. 

While  1  would  not  argue  too  strongly 
with  the  thesis,  such  fads  are  apt  to 
lead  to  exaggerations,  and  those  who 
jump  onto  the   bandwagon  belatedly 

Mr.  Biel  is  a  partner  in  the  New  York  Stock 
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are  asking  for  trouble.  Many  stocks 
among  the  savings  &  loan  companies 
and  the  building  materials  manufac- 
turers already  are  selling  at  prices  that 
are  supportable  only  if  present  highly 
optimistic  expectations  materialize  or 
are  surpassed. 

The  speculating  public  is  still  on  the 
prowl  for  a  quick  buck,  buying  on  tips, 
rumors  and  without  discrimination.  I 
am  afraid  that  some  further  chastise- 
.ment  will  be  needed  before  the  entire 
market  rests  on  a  sounder  foundation 
on  which  a  broad  and  sustained  ad- 
Vance  can  be  based. 

What  To  Do  with  Cash 


Meanwhile,  investors  who  share  my 
opinion  that  the  correction  that  started 
in  July  may  not  yet  fully  have  run  its 
course,  will  have  reduced  their  com- 
mitments and  established  some  re- 
serves. The  sole  purpose  of  such  re- 
serves is  to  provide  instant  liquidity. 
The  money  must  be  readily  available 
to  take  immediate  action  when  the  op- 
portunity arises. 

Some  people  are  allergic  to  cash. 
They  believe  they  are  missing  some- 
thing if  their  money  is  not  working  all 
the  time.  There  is,  of  course,  nothing 
better  suited  for  the  purpose  than  U.S. 
Treasury  bills.  They  yield  about  5% 
and  are  as  liquid  as  cash.  The  cost  of 
acquisition  and  sale  (unless  held  to 
maturity)  is  negligible.  Where  a  some- 
what higher  return  is  important,  but 
suggested  only  for  larger  amounts, 
commercial  papers  and  bankers  ac- 
ceptances meet  the  necessary  liquidity 
requirement.  For  smaller  amounts,  re- 
serve funds  may  be  placed  in  those 
savings  banks  where  interest  will  be 
paid  from  the  day  of  deposit  to  the 
day  of  withdrawal.  Otherwise,  the  in- 
come will  be  lost  if  the  deposit  is  with- 
drawn prior  to  the  end  of  the  quarter. 
However,  as  we  are  not  thinking  in 
terms  of  years,  but  only  of  months  or 
even  weeks,  the  income  question  is 
really  not  material. 

Investors  who  want  to  maintain  the 
original  buying  power  in  an  old  margin 
account  have  a  different  problem.  They 
should  use  the  most  defensive-type 
stock  which  is  least  likely  to  fluctuate 
widely  as  substitution  for  the  more 
volatile  and  vulnerable  stocks.  Electric 
utilities  and  American  Telephone  w 
Telegraph  are  particularly  well  suited. 
Actively  traded  preferred  stocks  may 
also  be  considered.  A  good  example  is 
the  6?  preferred  stock  of  Consolidated 
Edison  which  is  convertible  into  2.85 
common  shares  and  is  presently  selling 
at  only  a  slight  premium  above  con- 
version parity.  The  yield  from  this 
stock  is  5.8*.  ■ 

Mr.  Seludz  is  on  vacation.  His  col- 
umn will  appear  in  the  next  issue. 
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THE  MARKET  OUTLOOK 

By  Sidney  B.  Lurie 


The  Big  Question 


This,  as  I've  noted  in  past  column*  is 
a  period  of  lessened  expectations  when 
investment  psychology  is  adjusting  to 
a  new  order.  It's  a  testing  period  when 
the  market  (meaning  the  security-buy- 
ing public )  has  been  stalemated  by  a 
number  of  questions  awaiting  decisive 
answers.  And  the  most  important  to- 
day is  whether  there  is  a  serious  threat 
of  an  important  post-Labor  Day  de- 
cline. As  I  see  it.  an  emphatically  nega- 
tive answer  to  this  question  may  carry 
the  distinct  risk  of  a  "whipsaw."  For 
one  thing,  there's  no  secret  to  the  fact 
that  the  vigor  has  gone  out  of  the 
unsustainable  first-half  business  up- 
turn. Sentiment  has  changed  more  than 
the  underlying  determinants.  Another 
thing  is  that  in  the  process  of  this 
change  of  sentiment,  sight  has  been 
lost  of  the  fact  that  there  are  compen- 
sations behind  each  of  the  most  popu- 
larly discussed  debits. 

For  example,  granted  that  my  fear 
of  the  bond  market  becoming  a  com- 
petitor for  new  investment  money  has 
been  realized,  there  are  two  construc- 
tive aspects  to  the  changed  interest- 
rate  pattern  that  I  feel  are  being  over- 
looked. One  is  the  probability  that 
the  high  interest  rates  and  lessened 
credit  availability  that  resulted  from 
past  restraints  may  have  deterred  the 
consumer  from  buying  and  spending  as 
much  as  he  might  have.  Thus,  a  more 
normal  credit  background  could  result 
in  a  lower  rate  of  savings— and  con- 
sumer spending  is  an  important  key 
to  the  over-all  outlook.  Second,  there 
is  little  question  that  "tight  money" 
contributed  to  the  current  slowdown 
in  residential  building  activity  and 
adversely  affected  the  sale  of  older 
hpmes  as  well  (because  of  the  larger 
down  payments  that  are  required). 
Thus,  the  coming  new  order  of  things 
could  stimulate  an  industry.  And  this 
is  the  cornerstone  of  my  belief  that  no 
more  than  a  rolling  readjustment  lies 
ahead  in  the  future. 

True,  there  is  an  element  of  antic- 
ipation to  the  hint  of  easier  money 
implied  bv  the  huge  oversubscription 
of  the  latest  government  bond  offering. 
But  the  fact  nevertheless  remains  that 
corporate  demands  for  working  capital 
have  not  been  as  great  as  the  pessi- 
mists  feared.   Virtually   none   of   the 

Mr.  Lurie  is  a  partner  in  the  New  York  Stock 
Exchange    firm    of    Joseohthal    &    Co. 


moneys  required  to  meet  the  corporate 
surtax  payment  in  July  was  borrowed 
from  banks.  Even  more  important,  the 
Federal  Reserve  Board  has  been  easing 
its  tight  money  posture— which  inci- 
dentally was  not  as  severe  as  in  past 
years.  Since  mid-June  the  nation's 
money  supply  has  increased  more  than 
twice  as  fast  as  it  did  in  the  previous 
six  months.  Not  only  has  this  type  of 
credit  background  always  stimulated 
both  stock  prices  and  the  economy,  but 
I  suspect  that  there  soon  will  be  formal 
acknowledgment  of  the  new  order  via 
a  lowered  discount  rate  and  a  lowered 
prime  lending  rate. 

Psychological  Threat 

In  a  sense,  therefore,  the  chief  stock- 
price  threat  today  is  psychological  in 
that  the  economy  has  lost  its  obvious 
forward  momentum  and  is  returning 
to  normal.  And  "normal"  this  year  has 
spelled  a  period  of  slower  growth  than 
in  the  past  five  years.  Matter  of  fact, 
it's  easy  to  build  a  case  for  continued 
caution  on  the  grounds  that  the  market 
has  at  least  temporarily  exhausted  its 
backlog  of  stimulating  news,  and  there 
is  a  question  as  to  the  degree  of  over- 
all enthusiasm  that  can  develop  in  a 
changing  environment— a  period  of 
"dis-inflation."  Furthermore,  there  will 
be  a  continuing  debate  as  to  whether 
the  coming  business  pattern  will  be 
more  reminiscent  of  the  1960-61  pe- 
riod (when  there  was  a  significant  de- 
cline in  corporate  earnings)  than  of  the 
1966-67  period  (which  was  the  re- 
cession nobody  noticed). 

In  past  columns  I've  highlighted 
the  probability  of  a  major  shift  in  issue 
preference  as  the  market  changed 
character.  The  fact  that  there  have 
been  individual  pockets  of  strength  in 
what  I  term  the  money  stocks  (banks, 
finance,  insurance,  savings  and  loan) 
in  the  face  of  average-wise  weakness  is 
illustrative  of  the  new  selectivity.  I  be- 
lieve this  pattern  of  a  house  divided 
will  continue  to  be  the  case,  for  the 
emphasis  is  on  the  individual  areas  with 
a  special  story  rather  than  the  momen- 
tum generated  by  the  over-all  environ- 
ment. As  a  result,  the  "strong"  stocks 
could  get  stronger  and  the  "weak" 
stocks  weaker.  Just  as  there  are  almost 
always  new  fashions  in  fall  clothes,  so 
there  are  bound  to  be  new  fashions 
in  the  stock  market.  ■ 


Like  high  flying  stocks? 


<■  ^-^_j,' 


parachute 
handy 


Oh!  Those  wonderful  men  in  their  high 
flying  stocks!  But  watch  for  that  sudden 
downdraft! 

A  penetrating  analysis  of  the  market's 
major  trend  can  often  help  the  aggressive 
investor  avoid  the  sharp  downdrafts  that 
inevitably  occur  in  many  high  flying  stocks. 
To  review  our  thinking  on  the  dominant 
trends,  send  for  this  — 

SPECIAL  TRIAL  OFFER 
5  full  weeks  of  Investors  Research  Reports. 
These  reports  cover  600  leading  stocks  and 
provide  other  valuable  information,  PLUS 
the  booklet,  "A  Positive  Investment  Pro- 
gram"—all  by  air  mail  for  only  $1.  Fill  in 
this  coupon  now. 


INVESTORS  RESEARCH  COMPANY 

Dept.  F-10,  924  Laguna  Street, 
Santa  Barbara,  California  93102 

For  $1  please  air  mail  my  trial 
subscription  plus  your  Positive 
Investment  Program. 


Name 

Address 
City 


State 


-Zip 


NOW  •  •  •  COMPUTER  BASED 
SUPERVISION  FOR  YOUR 
PORTFOLIO  OF  $10,000- 
$100,000. 

Roger  E.  Spear,  Investment  Advisor,  has  de- 
veloped a  practical  way  for  your  portfolio  to  be 
put  under  professional  supervision.  Serving  cli- 
ents in  all  50  States  and  21  foreign  countries, 
Spear  &  Staff  employs  the  skills  of  investment 
specialists,  expert  research  and  third  generation 
computer  facilities  to  analyze  facts  and  help 
make  timely  decisions. 

Mr.  Spear's  Decision  Management  Plan  has 
proved  particularly  helpful  in  achieving  con- 
servative capital  growth  for  busy  people  who 
appreciate  the  risks  and  seek  the  rewards  of  a 
professionally  managed  common  stock  portfolio. 

For  complete  information  send  for  our  32-page, 
complimentary  booklet,  "Declare  Your  Own 
Dividends." 


ISPEAR    &   STAFF,  INC. 

Investment  Management  Div. 
'Dept.  MF-901 
Babson  Park,  Mass.  02157 

Please  mail  to  me  at  once  your  complimentary 
32-page  booklet  "Declare  Your  Own  Dividends." 
Confidentially  my  account  would  amount  to 
S 

NAVE 


ST=EET_ 
CITY 


STATE. 


.ZIP. 


FORBES,  SEPTEMBER  I,  1968 


59 


Business 


Seven  Months 

of  1967 

U  ps   &   Down  s 


January-July,  1967 

vs. 
January-July  1966 


Ups 


t 


FORBES 
Newsweek 
Business  Week 
Saturday  Review 


Ad  Pages 

+  51.27 

+  42.57 

+  10.40 

+  5.00 


Downs 


Nation's  Business  _   12-38 

Harvard  Business  Review-   12-67 
Harper's  -   15.19 

Atlantic  -  24.59 

Business  Management    -  57.21 
Time  _  66.25 

U.S.  News  &  World  Report-  72.28 
The  New  Yorker  -102.53 

Fortune  -113.72 

Sports  Illustrated  -131.01 


as 
Usual 

at 
Forbes 


Seven  Months 
of  1968 

Ups  &  Downs 

January- July,  1968  vs.  January- July,  1967 


Ups 


t 


Ad  Pages 

FORBES 

+ 

41.78 

Fortune 

- 

22.04 

Newsweek 

- 

34.01 

Harvard  Business  Review 

- 

35.70 

Atlantic 

- 

43.62 

Harper's 

- 

44.85 

Nation's  Business 

- 

73.70 

Saturday  Review 

- 

74.30 

Business  Management 

— 

102.73 

Sports  Illustrated 

- 

115.39 

Time 

- 

190.92 

U.S.  News  &  World  Report 

— 

215.21 

The  New  Yorker 

- 

356.85 

Business  Week 

- 

489.49 

Source 

Publishers'   Information  Bureau 

Downs 


OVERSEAS  COMMENTARY 

By  George  J.  Henry 


A  us  tra/ian  De  velopmen  ts 


I  am  sure  that  enough  has  been  s*id 
about  the  backlog  of  paperwork  on 
Wall  Street  so  that  any  comments  from 
me  on  this  subject  should  be  unneces- 
sary. However,  I  feel  very  guilty  when 
I  occasionally  have  the  time  to  glance 
at  my  pending-mail  folder,  and  see 
that  innumerable  letters  written  by 
readers— who  deserve  better  treatment 
—remain  unanswered.  May  I  be  al- 
lowed to  make  this  blanket  apology: 
In  the  present  circumstances  it  is  al- 
most impossible  to  cope  with  mail  on 
time,  and  every  effort  will  be  made  to 
answer  readers'  correspondence  at  the 
earliest  opportunity. 

Among  my  correspondence  there  are 
a  great  many  letters  inquiring  about 
the  present  status  of  the  Delhi  Aus- 
tralian Santos  situation,  which  has 
frequently  been  mentioned  in  this  col- 
umn, but  apparently,  getting  informa- 
tion on  up-to-date  developments  in 
this  matter  is  not  too  eas\ 

It  will  be  recollected  that  the  com- 
pany has  three  gas  fields,  of  which 
Gidgealpa  and  Moomba  have  been 
known  about  for  some  time.  Develop- 
ment work  has  been  going  on  in  these 
two  fields,  and  all  arrangements  have 
been  successfully  completed  to  enable 
natural  gas,  originating  from  these  con- 
cerns, to  be  received  in  Adelaide,  and 
to  become  revenue-producing  some 
time  next  year.  An  Italian  company 
has  been  awarded  the  contract  to  con- 
struct the  pipeline.  The  third  gas  field, 
Dai  lingie,  has  had  two  producing  wells 
drilled  on  it.  Information  on  this  is 
somewhat  scanty,  but  every  indication 
is  that  not  only  is  this  a  good  commer- 
cial gas  field,  but  it  is  also  very  high 
in  distillate  content.  It  would  be  inter- 
esting to  know  what  plans  the  company 
has  to  utilize  commercial  distillates 
which  can  be  obtained  from  this  field. 
In  addition  to  this,  some  of  the  gas  in 
Gidgealpa  is  also  rich  in  distillates. 

The  negotiations  to  utilize  the  gas 
of  these  two  concerns  have  been  tedi- 
ous beyond  measure,  and  often  were 
a  cause  of  great  irritation  to  stockhold- 
ers with  limited  patience.  In  view  of 
the  fact  that  natural  gas  is  a  new  phe- 
nomenon on  the  Australian  scene,  per- 
haps one  can  understand  the  lengthy 
delay.  But  the  negotiations  have  been 
successfully  concluded,  and  the  man- 
agement of  these  two  companies  will 
now  be  able  to  concentrate  fully  on 


searching  for  oil,  or  possibly  additional 
gas  rich  in  distillate,  which  in  fact 
amounts  to  very  much  the  same  thing. 
Past  drilling  has  revealed  a  number  of 
sites  with  shows  of  oil,  and  it  is  to  be 
hoped  that  once  developments  for  the 
gas  pipeline  are  out  of  the  way,  the 
full  endeavor  of  the  management  of 
these  concerns  will  be  concentrated 
in  this  effort. 

An  interesting  sidelight  to  be  con- 
sidered is  that  Delhi  Australian  and 
Santos  both  have  to  put  up  about  $6 
million  to  finance  development  work 
in  connection  with  carbon  dioxide 
purifiers  and  other  installations  which 
have  to  be  made  for  the  gathering  of 
gas.  Santos  is  obtaining  finance  from 
the  Australian  banking  system  for  this; 
Delhi  has  not  yet  announced  its  plans, 
but  an  examination  of  the  last  balance 
sheet  makes  it  obvious  that  they  will 
have  to  obtain  cash.  The  possibilities 
are  that  this  financing  will  be  obtained 
by  some  sort  of  deal,  rather  than  by 
outright  borrowing.  As  the  construc- 
tion expenses  are  already  being  ac- 
crued, an  announcement  is  likely  to  be 
made  in  a  matter  of  days— possibly 
even  before  this  column  is  published— 
as  to  how  this  money  will  be  obtained. 
In  the  event  that  a  deal  should  have 
been  made  with  some  other  concern, 
giving  that  concern  participation  in 
Delhi's  interest,  this  could  well  be  a 
very  interesting  gauge  as  to  the  true 
minimum  worth  of  at  least  a  part  of 
Delhi's  potential. 

Foreign  Values 

Many  brokers  have  adopted  the  at- 
titude that,  in  view  of  the  amount  of 
speculation  going  on,  they  would  re- 
strict purchases  of  the  so-called  penny 
stocks;  i.e.,  stocks  selling  below  $5  per 
share.  It  should  be  emphasized  that 
customs  abroad  vary  from  country  to 
country,  and  to  use  the  yardstick  of 
Wall  Street  for  establishing  what  is 
a  low-priced,  speculative  stock  can 
frequently  be  injurious  in  evaluating 
first-class  overseas  issues.  Many  blue- 
chip  industrial  stocks  sell  below  $5  a 
share.  To  mention  just  two:  the  syn- 
thetic fiber  firm  of  Courtaulds  and 
Vickers,  an  equally  important  firm. 
Many  are  even  selling  below  $3.  To 
mention  only  one:  Woolworths  Ltd., 
the  chain  of  F.  W.  Woolworth  stores 
operating  in  England.  ■ 


Do  YOU 

KNOW... 

that  you  can  retain  the 
services  of  your  own 
experienced  investment 
consultant  for  only  $180 
a  year? 


Do  you  know  that  this  man  is  a  member  of 
an  organization  that,  for  over  64  years,  has 
been  helping  people  manage  their  invest- 
ment portfolios? 

HERE  IS  WHAT  BABSON'S  INVESTMENT 
ADVISORY  SERVICE  CAN  DO  FOR  YOU 

•  As  a  Babson  client,  you  will  have  Invest- 
ment consultation  privileges  with  your  own 
Babson  Consultant.  You  may  contact  him 
either  by  mail,  'phone,  wire,  or  in  person. 
He  will  give  you  specific  unbiased  action 
advice.  His  recommendations  to  you  will 
be  based  on  the  combined  findings  of 
Babson's  Research  Department  and  In- 
vestment Committee. 

•  A  complete  analysis  of  your  estate  and 
portfolio  will  be  made  by  a  team  of  invest- 
ment specialists,  who  will  set  up  a  program 
in  line  with  your  objectives. 

•  Your  registered  securities  will  be  under 
continuous  study  by  Babson's  Research 
Department,  and  you  will  be  automatically 
notified  whenever  we  think  changes  in  the 
Market  picture  require  your  immediate 
attention. 

•  Every  Monday  morning  you  will  receive 
an  informative  bulletin  to  keep  you  up  to 
date  on  Market  situations  and  investment 
news. 

Remember,  Babson's  is  not  merely  a 
bulletin  service,  but  an  individualized  in- 
vestment advisory  service.  It  has  effec- 
tively served  thousands  of  investors  over 
the  last  half-century. 

If  your  portfolio  amounts  to  $7500  or  more, 
we  may  be  able  to  be  of  great  benefit  to 
you.  Wouldn't  it  add  to  your  peace  of  mind 
knowing  that  your  investment  decisions 
were  being  guided  by  one  of  the  country's 
oldest  and  largest  Investment  Advisory 
Organizations? 

ACT  NOW!  Mail  the  coupon  below  for  a 
free  brochure  which  explains  in  detail  how 
Babson's  might  help  you  to  BUILD  & 
PROTECT  your  Investment  Portfolio. 


Please  send  me  your  free  brochure  on  Bab- 
son's Investment  Advisory  Service. 


Name_ 
Street_ 
City 


.State 


1904 


1968 


BABSON'S  REPORTS  Inc. 

WELLESLEY  HILLS,  MASS.  02181 
DEPT.  F-262 
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STOCK  TRENDS 

By  Aaron  B.  Feigen 


\*& 


The  Case  For  A  Split  Ticket 


The  market's  recent  poor  price  per- 
formance and  threatening  technical 
posture  resembles  patterns  leading  to 
previous  bear  markets,  notably  those 
of  1957,  1962  and  1966.  But  there  is 
a  most  conspicuous  difference  in  the 
background  context  today. 

In  each  of  the  earlier  periods  the 
decline  gave  little  advance  warning  to 
the  average  investor,  and  caught  many 
professionals  as  well.  The  key  causa- 
tive factors  behind  these  slides  dif- 
fered, but  all  were  recognized  only  in 
hindsight— after  the  bear  trend  had 
begun.  In  1957  the  flash  business  re- 
cession that  caught  everyone  by  sur- 
prise right  after  Labor  Day  was  given 
the  blame;  in  1962  it  was  the  Ken- 
nedy-steel affair  coupled  with  the  re- 
cession mirage;  in  1966  it  was  the 
domestic  money  crisis.  The  point  is 
that  the  characteristic  common  to  each 
event  w?as  shock— surprise  created 
within  the  investment  community  be- 
cause the  possibility  of  such  major  de- 
clines had  not  been  widely  anticipated 
by  most  people. 

The  contrast  with  the  present  is 
vivid  indeed.  It  may  be  true  that  never 
before  has  the  nation  been  faced  with 
so  many  and  varied  problems  at  home 
and  abroad.  But  it  is  equally  true 
that  never  before  have  so  many  people 
been  so  completely  aware  of  the  ex- 
istence of  these  problems.  I  think  that 
it  would  be  impossible  today  to  find 
anyone  actively  interested  in  the  market 
who  is  not  cognizant  of  the  problems 
or  who  could  not  find  an  explanation 
for  why  the  market  turned  down  in 
July;  why  it  has  been  nervous  and  un- 
certain; why  it  might  be  considered 
susceptible  fairly  soon  to  another 
downside  thrust. 

Any  appraisal  of  the  market's  inter- 
mediate outlook  must  seriously  consider 
the  significance  of  this  unprecedented 
phenomenon  of  popular  awareness  of 
the  overhanging  negatives.  Investors  as 
a  class  are  much  wiser  and  better 
trained  today;  possibly  this  is  because 
of  more,  better  and  faster  communi- 
cation of  relevant  "news";  maybe  this 
awareness  is  just  a  reflection  of  the 
nervousness  of  the  times,  the  sense  of 
skepticism  and  lack  of  conviction  re- 
garding the  market  and  where  it  is 
going— something  akin  to  the  restive- 
ness  evident  in  the  political  area,  for 
example.  More  likely  it  is  a  combina- 


tion of  all  rather  than  any  one  of  these 
factors.  But  the  reasons  themselves  are 
not  pertinent;  as  in  most  matters,  it  is  the 
end  result  that  is  pertinent.  And  that 
result,  stated  simply,  is  a  current  con- 
sensus of  investment  sentiment  that 
is  predominantly  negative  and  pessi- 
mistic, that  immediately  spotlights  the 
possibility  there  may  be  some  value 
in  contrary  thinking,  and,  at  the  very 
least,  this  possibility  demands  an  open 
mind.  This  attitude  seems  all  the  more 
germane  when  one  recalls  the  abrupt 
flip-flops  of  sentiment  in  April  and 
July,  and  how  probable  contrary  views 
were  then. 

How  Will  the  Pros  React? 

Consider  for  a  moment  the  domi- 
nant features  of  the  new  bearishness: 
the  anticipation  of  an  economic  slow- 
down this  fall  and  the  fear  that  this 
may  turn  into  a  full-fledged  recession 
this  winter.  I  think  everyone  would 
agree  that  the  prospect  of  a  slowdown 
is  no  longer  news.  It  has  had  the  help 
of  more  media  publicity  than  the 
World  Series  is  likely  to  get.  It  has 
been  further  publicized  by  the  graphic 
preview  of  lower  earnings  provided  by 
the  effect  of  the  tax  surcharge  on  sec- 
ond-quarter corporate  profits.  This 
aspect,  I  believe,  has  already  been 
quite  fully  integrated  into  investment 
thought  and  emotion,  and  largely  dis- 
counted by  the  July  August  decline. 

On  the  other  hand,  it  is  impossible 
as  yet  to  feel  any  great  conviction 
about  the  threat  that  the  slowdown 
may  get  out  of  control  and  wind  up 
as  a  genuine  recession.  Even  knowing 
that  this  is  a  "planned"  rather  than  a 
natural  business  slackening  does  not 
seem  to  provide  much  comfort.  We 
have  to  wonder  about  the  usual  things: 
Will  a  recession  come?  If  so,  when? 
How  deep  will  it  go?  How  long  will 
it  last?  We  also  wonder  about  some- 
thing new  and  even  less  predictable— 
namely,  what  the  reaction  to  recession 
would  be  on  the  part  of  the  new  gen- 
eration of  investors  and  professional 
money  managers.  It  has  been  so  long 
since  the  last  business  recession  (the 
relatively  mild  one  of  1960)  that  many 
of  today's  younger  investors  and  fund 
portfolio  managers   have   not   profes- 


Mr.  Feigen  is  Director  of  Research  with  the  New 
York  Stock   Exchange  firm  of  Bregman  &  Co. 


sionally  lived  through  the  experience 
before.  Thus  this  factor  severely  im- 
pairs the  usefulness  of  historical  refer- 
ences in  making  forecasts  of  how  the 
stock  market  will  behave. 

If  the  foregoing  observations  pro- 
duce a  sense  of  uncertainty  and  fail, 
to"  develop  a  distinct  and  decisive 
point  of  view  as  to  the  market  outlook, 
this  is  precisely  the  result  intended.  I 
believe  the  short-  and  intermediate- 
term  outlook  is  indeed  clouded— noth- 
.ing  better  and  nothing  worse— and  I 
see  no  reason  why  such  an  opinion 
should  not  be  forthrightly  stated.  Wall 
Street  tends  to  think  and  move  in  ex- 
tremes: Things  are  black  or  white;  it  is 
either  a  bull  market  or  a  bear  market; 
and  decisions  swing  between  full  speed 
ahead  and  full  speed  in  reverse.  This 
may  be  a  natural  characteristic,  but  it 
certainly  is  not  always  realistic  or  prof- 
itable. Sometimes  a  shade  of  gray,  a 
nondogmatic  view  pending  clearer  vis- 
ion, a  neutral  gear,  so  to  speak,  is  the 
most  intelligent  posture  of  all  for  an 
investor  to  take. 

I  think  this  is  such  a  time.  Begging 
analogies  from  election  year  terminol- 
ogy, investors  should  act  as  independ- 
ent voters,  splitting  their  ticket  as  they 
see  fit,  casting  a  ballot  for  favored  in- 
dividual company  candidates  where 
the  long-term  arguments  for  gain  are 
persuasive  enough  to  offset  short-run 
risks,  and  withholding  the  vote  in  the 
form  of  cash  reserves  where  no  attrac- 
tive selection  appears  available.  Above 
all,  this  does  not  seem  the  time  for  in- 
vestors to  be  straight-ticket  party  liners 
in  the  form  of  outright  bulls  or  bears. 
Neither  side  can  produce  a  conclusive 
case  at  this  time.  The  bulls  cannot  be- 
cause of  the  short-term  business  trend 
and  the  many  unresolved  problems 
that  lie  outside  the  economy;  the 
bears  are  hobbled  by  the  market's  de- 
cline having  already  drawn  some  of 
their  teeth  and  by  the  longer-range 
view  of  massive  economic  expansion 
in  the  early  1970s  even  if  a  recession 
does  intervene. 

A  Diverse  Slate 

For  those  who  may  be  interested, 
my  idea  of  an  attractive  slate  of  invest- 
ment candidates  up  for  election  right 
now  includes  some  of  highly  diverse 
characteristics,  such  as,  for  example, 
high  price  earnings  ratio  ltck  and 
Polaroid,  low  P  E  ratio  Bcndix  and 
Phillips  Petroleum,  and  small  and  spe- 
cialized Barry  Wright  and  Granite 
Equipment  Leasing.  In  my  opinion, 
each  company  has  many  features  to 
recommend  it  to  the  investor,  and  all 
of  them  have  one  feature  in  common— 
which  is  the  prospect  of  favorable  earn- 
ings trends  and  year-to-year  interim 
comparisons  over  the  next  12  months, 
despite  an  economic  slow  down.  ■ 
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THE  FUNDS 


Model  T  in  the  Jet  Age 

This  season's  bouncing  bandwagon  in 
the  mutual  funds  is  certainly  perfor- 
mance. But  more  sedate  vehicles— bond 
and  preferred  stock  funds— are  still  ear- 
ning assets  of  nearly  $200  million 
(Forbes,  Aug.  15).  Did  they  miss  the 
main  road,  or  do  they  prefer  to  drive 
home  steady  income  from  the  calmer 
side  streets? 

Though  now  largely  overlooked  by 
investors,  back  in  1956-57  bonds  were 
described  as  "the  best  buy  they  have 
been  in  20  years"  by  Investors  Mutual 
Chairman  Joseph  M.  Fitzsimmons.  In 
1957.  in  Forbes  first  annual  mutual 
fund  rating,  assets  of  15  bond  and  pre- 
ferred funds  totaled  $216  million  out 
of  $12.5  billion  in  mutual  fund  assets. 
Eleven  years  later,  total  fund  assets 
have  quadrupled  to  $50  billion,  but 
the  remaining  five  bond  and  preferred 
funds  have  actually  shrunk  to  a  total  of 
$196  million. 

The  undisputed  ruler  of  this  shrink- 
ing market  is  Keystone  Custodian 
Funds  which  has  a  share  of  more  than 
Kssets  of  Keystone's  B-l,  B-2  and 
B-4  funds  total  $153  million,  of  which 
the  discount  B-4  fund  alone  holds  $131 
million. 

Win  does  Keystone,  whose  other 
funds  have  done  extremely  well  in  the 
past  year,  stay  in  this  market  back- 
water? Does  prestige  or  tradition  keep 
the  company  from  dumpinn  this  busi- 
ness that  accounts  for  only  10?  of  its 
total  activiu  'J  Keystone  Chairman  Wil- 
fred Godfrey  retorts  stiffly  that  "it  is 
actually  the  investor  rather  than  Key- 
stone" whose  support  keeps  the  bond 
funds  alive. 

"Bonds  are  a  vital  part  of  our  econ- 
omy." Godfrey  goes  on.  "As  long  as 
corporations  and  federal,  state  and  lo- 
cal governments  continue  to  use  this 
method  of  financing,  bonds  will  have 
investment  appeal  for  certain  types  of 
investors,  and  Keystone  will  therefore 
expect  to  make  its  bond  funds  available 
to  diem." 

Does  a  look  at  Keystone's  B-4  sup- 
port his  confidence?  The  discount 
bond  fund  has  done  well  on  dividends 
in  the  last  dozen  years,  between  5% 
and  6.3'?.  But  in  dollar  appreciation, 
$100  of  B-4  ended  as  $101.60  in  the 
latest  12  months  vs.  $109.86  for  Stand- 
ard &  Poor's  500-stock  average  and 
$125.34  for  Keystone's  fast-growing 
S-4  stock  fund.  Over  the  last  five  years, 
$100  in  B-4  would  have  swelled  to 
$122.75  os.  $181.88  for  the  S&P  500 
and  $320.40  for  Keystone's  S-4. 

Do  good  dividends  compensate  for 
poor  dollar  results?  Godfrey  is  diplo- 
matic:   "What  we  think  is  relatively 


unimportant.  What  investors  think  is 
important."  But  what  Keystone  thinks 
is  certainly  suggested  by  what  Key- 
stone does.  And  two  weeks  ago  Key- 
stone introduced  its  new  Polaris  Fund 
to  replace  the  old  International  Fund. 
Polaris'  goal  tells  the  story:  "Above- 
average  performance  by  taking  above- 
average  risks." 

Tomorrow's  Winners? 

Everyone  would  love  to  bet  on  a  horse 
that's  sure  to  win,  but  unfortunately 
there's  no  such  animal.  That's  the  sad 
word  we  have  for  the  numerous  read- 
ers who  burn  up  the  wires  to  us  after 
our  annual  Aug.  15  mutual  fund  survey 
asking  for  information  on  the  top-per- 
forming funds.  The  fact  is  that  top  per- 
formance in  the  year  just  past  is  no 
guarantee  of  similar  performance  in 
the  year  ahead.  As  in  any  horse  race, 
you  bet  at  your  own  risk. 

Consider,  for  example,  the  Top  15 
funds  in  Forbes'  just-published  fund 
survey,  chosen  by  the  results  they 
would  have  achieved  with  a  $100  in- 
vestment during  the  year  ended  June 
30.  The  leader  is  the  smallish  ($18.3 
million  assets)  no-load  Ivy  Fund,  which 
during  the  year  would  have  turned 
$100  into  $151.91. 

A  sterling  performance,  no  doubt. 
But  where  was  Ivv  in  the  fund  survey 
of  1967?  Or  1966?  Or  1965?  It  didn't 
make  the  Top  15  list  in  any  of  those 
years.  Neither  did  eight  others  in  this 
year's  Top  15  (though  three  of  the 
eight  were  formed  recently  enough  so 
that  the  year  ended  June  30  was  the 
first  on  which  they  could  be  measured). 
Bv  the  same  token,  27  funds  appeared 
on  the  Top  15  lists  of  1965,  1966  or 
1967-but  not  1968. 

Does  this  mean  that  there  were 
no  consistent  performers  among  the 
funds?  Slot  quite.  The  no-load  Rowe 
Price  New  Horizons  Fund  was  on  the 
Top  15  list  in  each  of  the  past  four 
years.  Three  funds— Enterprise,  Value 
Line  Special  Situations  and  Chase  of 
Boston— made  it  three  times  out  of 
four;  and  two  more— Winfield  Growth 
and  Scudder  Special— made  it  twice. 
Their  consistency  of  performance  is 
obviously  more  deserving  of  the  in- 
vestor's attention  than  any  first-time 
hot  performance. 

Just  because  they  have  been  con- 
sistently good  performers  does  not, 
unfortunately,  mean  that  they  will  con- 
tinue to  be.  A  fund's  management  may 
change,  or  encounter  new  problems, 
or  grow  fat  and  lazy.  A  market  ap- 
proach that  it  has  followed  with  great 
success  may  suddenly  turn  sour.  In 
fact,  for  a  really  phenomenal  perform- 
ance, one  is  tempted  to  say  that  the 
most  important  attribute  for  a  fund 
manager  could  be  luck.  ■ 


T.  R0WE  PRICE 
GROWTH  STOCK 
FUND,  IMC. 

I.  1950 

A  NO-LOAD  FUND 

Investing  in  stocks 

carefully  selected  for  long  term 

growth  possibilities 

Individuals  &  institutions 
are  invited  to  request  free  prospectus 

NO  SALES  CHARGE 

Self-Employed 

Retirement  Plan 

(Keogh  Act) 

Available 


|    T.  Rowe  Price  Growth  Stock  Fund.  Inc. 

I    One  Charles  Center.  Dept.  B 
Baltimore.  Md.  21201  Phone  (301)  539-1992 


Higher  Earnings* 

ON  YifrliR  SAVINGS 

You  earn 

5.13% 

at  our  cur- 
rent rate  of 

5.00% 

if  account 
held  1  year. 

.25% 

bonus 
available 

Assets  over  $700,000,000 
SAFETY— More  than  $250,000,000  in 
accounts  over  $10,000  each. 
AVAILABILITY- High  14%  liquidity 
ratio  assures  prompt  avail-     ><s^?x 
ability  of  your  funds.  &&£& 

SAVE  BY  AIR  MAIL-We  BwSUREPg 
process  promptly  and  pay  s§SSXI%y 
air  mail  postage  both  ways.     ^ls£S 

*Funds  received  by  the  10th  of  any 
month  earn  from  1st;  thereafter  from 
date  of  receipt.  Earnings  compounded 
daily  and  paid  to  date  of  withdrawal. 


COAST  FEDERAL  SAVINGS 


To:  George  Ross  7-120A-8 

Coast  Federal  Savings  &  Loan  Assn.  fb 

9th  l>  Hill,  Los  Angeles,  California  90014 

D  Please  open  a  savings  account.  Enclosed  is 
my  check  in  the  amount  of  $ 

□  Individual  Account  □  Joint  Account 

□  Here's  my  passbook.  Transfer  my  account. 

D  Please  send  full  information  on  bonus  accts. 

Name(s) 


I 

I    

|     Address. 
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How  to  start 

benefiting  from 

investment 

management 

with  as  little  as 

$5,000 


If  you  have  saved  or  acquired  $5,000  to 
$50,000,  you  naturally  want  to  make  your 
capital  grow.  But  you  may  actually  be  losing 
ground  due  to  inflation  and  taxes. 

To  help  solve  this  problem,  clients  in  55 
countries  have  placed  their  accounts  under 
The  Danforth  Associates  Investment  Man- 
agement Plan,  a  unique  program  originally 
developed  by  a  Boston  family  to  manage 
its  own  common  stock  investments. 

As  in  any  investment  program,  losses  do 
and  will  occur.  However,  the  plan  thus  far 
has  proved  especially  efficient  in  providing 
continuing  capital  growth  supervision  for 
individual  portfolios  starting  with  from 
$5,000  to  $50,000  in  cash  or  securities. 

For  a  complimentary  copy  of  a  42-page 
report  describing  this  tested  plan  and  its 
complete  10-year  "performance  record," 
simply  write  Dept.  B-91. 

the  Danforth  Associates 

Wellesley  hills,  Mass..  u.s.a.  02181 

Investment  Management    •    Incorporated  1936 
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CONVERTIBLES 

278  convertible  bonds  and 

177  convertible  preferred  stocks 

now  currently  traded  can  be  ignored  by 
an  investor  only  to  his  own  detriment.  In 
many  cases  an  intelligently  selected  con- 
vertible can  sharply  limit  risk  on  the  down- 
side, while  providing  just  as  much  appre- 
ciation as  the  common  on  the  upside. 

Let  our  R.  H.  M.  Convertible  Survey — 
one  of  the  largest  convertible  services  in 
the  country,  and  subscribed  to  by  bankers, 
brokers  and  institutions  throughout  the 
investment  world — tell  you  the  whole 
story  of  the  convertible  bond  and  con- 
vertible preferred  stock  and  outline  a 
method  by  which  you  can  profit  from 
the   455   convertibles   currently   traded. 

A  valuable  descriptive  folder  is  avail- 
able to  you  free  on  request  and  will  be 
sent  without  any  obligation.  Just  mail  this 
ad  with  your  name  and  address  to  "Con- 
vertibles" Dept.  F-29,  R.H.M.  Associates, 
220  Fifth  Ave.,  New  York,  N.Y.  10001. 
Ser.d  today! 
lllllillliillllllliillllllllllllilllllllllllllllll^ 


AGGRESSIVE 
INVESTMENT  ACCOUNTS 

managed  personally  by  our  Partner 

John  W.  Schulz 

minimum  $50,000  buying  power 

Wolfe  &  Co. 

Members  New  York  Stock  Exchange 
120  Broadway,  N.  Y.  10005 
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READERS  SAY 


(Continued  from  page  11) 
The  Other  Side 

Sir:  Congratulations  on  your  "Side 
Lines"  article  in  your  Aug.  1  magazine.  It 
is  so  necessary  to  educate  your  readers  on 
the  problems  of  the  Negro  that  such  an 
article  in  your  magazine  is  much  more  im- 
portant than  it  might  be  in  The  Wall  Street 
Journal  or  The  New  York  Times. 

—Jerome  L.  Strauss 
New  York,  N.Y. 

More  About  Space 

Sir:  Your  issue  of  July  1,  "The  Case  for 
Space"  was  most  gratifying  to  those  of  us 
who  believe  in  the  great  value  of  space 
technology  developments.  I  would  like  to 
point  out  one  additional  area  of  technology 
from  which  great  benefits  might  be  de- 
rived, namely,  manufacturing  processes. 
What  is  unique  about  the  environment 
during  orbital  space  flight  is  the  absence 
of  gravity;  gravity  has  a  great  influence  on 
many  manufacturing  processes,  particu- 
larly those  involving  materials  in  the  fluid 
or  plastic  phases.  In  the  absence  of  grav- 
ity, for  example,  there  can  be  no  buoyancy 
in  a  fluid;  consequently,  there  are  no  ther- 
mal convection  currents  nor  is  there  any 
demixing  of  materials  of  different  specific 
gravities.  Materials  in  a  highly  plastic  con- 
dition can  be  readily  formed  because  their 
own  weight  no  longer  influences  the  proc- 
ess. As  we  study  the  potential  of  manufac- 
turing processes  which  are  only  possible 
in  the  absence  of  gravity,  we  find  that 
manned  space  flight  may  yet  hold  many 
unexpected  benefits  to  man. 
— Mathias  P.  L.  Siebel,  Deputy  Director, 
Manufacturing  Engineering  Laboratory 
George  C.  Marshall  Space  Flight  Center 
Huntsville,  Ala. 

Sir:  I  much  enjoyed  your  recent  issue 
on  the  space  age.  At  the  same  time,  how- 
ever, I  was  a  trifle  disappointed  that  you 
didn't  include  more  on  the  potential  for 
agriculture.  I  understand  that  NASA  and 
the  Department  of  Agriculture  are  co- 
operating in  studies  on  the  possible  ap- 
plication of  remote  sensing  from  space 
platforms  for  a  variety  of  uses  which 
would  help  farmers.  Perhaps  next  time  you 
could  elaborate  on  how  [agriculture]  may 
benefit  from  our  space  program. 

—Ellsworth  W.  Jones, 

Sales  Service  Director, 

Colorado  Farm  Bureau 

Mutual  Insurance  Co. 

Denver,  Colo. 

Speak  for  Yourself,  Boss! 

Sir:  Bobert  E.  Peterson  (Forbes,  Aug. 
1 )  may  be  proud  of  his  inerudition,  but 
that  doesn't  mean  all  of  his  employees  are 
afflicted  with  the  same  deficiency.  We  are 
"experts  in  our  field,''  but  we  also  consider 
ourselves  fzooil  u  titers. 

—Julian  G.  Schmidt,  Feature  Editor 

—Eric  Dahlquist,  Technical  Editor 

—William  Sanders,  Boad  Test  Editor 

Motor  Trend  Magazine 

Los  Angeles,  Calif. 
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ENERGY 
FUND 

.INCORPORATED 


now,  our  lower  minimums 

permit  you  to  set-up  a  voluntary 

(not  contractual) 

PERIODIC  DOLLAR  PURCHASE  PLAN 

with  a  minimum  of 

$25 

on  monthly  or  quarterly  basis 
after  initial  investment  of 
$100. 

100%  of  your  money  invested  for 
growth  possibilities  in: 

•  electronics  •  electric  utilities 

•  data  processing  •  oil  &  gas 

•  communications  •  aerospace 

•  transportation  ■  nuclear  energy  &  others 


SELF-EMPLOYED  RETIREMENT  PLANS 
ENERGY  FUND  is  a  qualified 
investment  under  Keogh  Act. 


■L|g*\     sales  charge 

n^/     redemption  charge 

•  Single  or  Occasional  Purchases 

To  buy  10  shares  or  more 
phone  collect  (212)  344-5300 

"  RALPH  E.  SAMUEL  &  CO.,  Distributor 
Members  N.Y.  Stock  Exchange 
55  Broad  St.,  New  York  10004        Dept. 
Please  send  me  the  FREE  prospectus 
and  literature  on  ENERGY  FUND. 

NAME . 

ADDRESS 


_ZIP_ 
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jMi    Investments  Geared  to  America's  Future 

%  JOHNSTON 

MUTUAL  FU\D 

for  investors  seeking  possible  growth 
of  capital  and  income 

A  NO-LOAD  FUND 

No  Redemption  Charge 
Systematic  Investment  Plan 

NO  SALES  CHARGE 

Self-Employed  Retirement  Plan 
Available   (Keogh  Act) 

Mail  Today  For  Free  Prospectus 


The  Johnston  Mutual  Fund  Inc. 

230  Park  Ave.,  NY.  C.  10017    Dept.  C 

Phone:  (212)  679-2700 

NAME 


ADDRESS. 


PACESETTERS 

Adults  employed  as  Profess- 
ional or  Managerial 


Forbes 

Fortune 
Business  Week 


55.8% 

47.6% 
40.4% 
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Forbes  has  the  highest  con- 
centration of  Professional  or 
Managerials  found  in  the 
1968  Simmons  study  of  the 
audiences  of  57  publications. 
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Southern  California 
Edison  Company 

DIVIDENDS 


The  Board  of  Directors 
has  authorized  the  pay- 
ment of  the  following 
quarterly  dividends: 

ORIGINAL  PREFERRED  STOCK 
Dividend  No.  237 
35  cents  per  share; 

CUMULATIVE  PREFERRED  STOCK, 
4.32%  SERIES 
Dividend  No.  86 
27  cents  per  share. 

The  above  dividends  are 
payable  September  30, 1968 
to  shareholders  of  record 
September  5.  Checks  will 
be  mailed  from  the  Compa- 
ny's office  in  Los  Angeles, 
September  27. 

PRENTIS  C.HALE,  Treasurer 
August  15.  1968 
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THOUGHTS 


ON  THE 
BUSINESS  OF  LIFE 


The  world  far  oftener  favors  false 
merit  than  it  accords  justice  to  true 
merit.  —La  Rochefoucauld. 


The  power  of  a  man's  virtue  should 
not  be  measured  by  his  special  efforts, 
but  by  his  ordinary  doing. 

—Blaise  Pascal. 


Fortune,  when  she  caresses  a  man 
too  much,  makes  him  a  fool. 

— Publilius  Syrus. 


The  utility  of  virtue  is  so  manifest 
that  even  the  wicked  practise  it  in  self- 
interest.         —Luc  de  Vauvenarcues. 


A  man  must  do  as  he  can  when  he 
cannot  as  he  would. 

—Thomas  Draxe. 


Nothing   is  more  perilous   to   men 
than  a  sudden  change  of  fortune. 

— Quintillian. 


Modesty  is  to  merit  what  the  shade 
is  to  the  figures  in  a  painting;  it  gives 
it  strength  and  makes  it  stand  out. 

—Jean  de  la  Bruyere. 


With  people  of  only  moderate  abili- 
ty modesty  is  mere  honesty;  but  with 
those  who  possess  great  talent  it  is 
hypocrisy. 

—Arthur  Schopenhauer. 


The  aim,  if  reached  or  not,  makes 
great  the  life:  Try  to  be  Shakespeare, 
leave  the  rest  to  fate. 

—Robert  Browning. 


In  men  of  the  highest  character  and 
noblest  genius  there  is  to  be  found  an 
insatiable  desire  for  honor,  command, 
power  and  glory.  —Cicero. 


B.  C.  FORBES 

Not  his  job  makes  a  man  little 
or  big,  it  is  himself,  his  spirit,  his 
character.  If  these  be  right,  then 
his  job  will  sooner  or  later  re- 
flect the  fact.  He  ivill  not  for- 
ever be  kept  down  when  his 
merits  entitle  him  to  be  raised 
up.  The  wait  may  be  long.  But  it 
will  not  be  heartbreaking.  His 
inner  consciousness  of  faithful 
effort  will  buoy  him  up.  Life's 
"failures"  do  not  all  wear  rags; 
some  of  the  most  pitiable  of 
them  can  write  their  names  to 
seven-figure  checks.  The  "suc- 
cesses" are  not  all  recognizable 
on  sight. 


Only  madmen  and  fools  are  pleased 
with  themselves;  no  wise  man  is  good 
enough  for  his  own  satisfaction. 

—Benjamin  Whichcote. 


Honor,  glory,  praise,  renown  and 
fame— each  is  but  an  echo,  a  shade,  a 
dream,  a  flower  that  is  blasted  with 
every  wind  and  spoiled  with  every 
shower.  — Torquato  Tasso. 


All  that  I  am  and  shall  be  I  am  and 
shall  be  of  necessity,  and  it  is  impos- 
sible that  I  should  be  otherwise. 

— Immanuel  Fichte. 


A  man  naturally  expects  honor  for 
anything  in  which  he  excels. 


Ambition  is  the  last  refuge  of  the 
failure.  —Oscar  Wilde. 


—Aristotle. 


Content    thyself    to    be    obscurely 
good.  —Joseph  Addison. 


Who  knows  whether  the  best  of  men 
be  known,  or  whether  there  be  not 
more  remarkable  persons  forgot,  than 
any  that  stand  remembered  in  the 
known  account  of  time? 

—Thomas  Browne. 


Modesty  ought  to  be  the  virtue  of 

those  who  are  deficient  in  other  virtues. 

—Stanislaus  Leszcynski. 


The  more  merit,  the  less  affectation. 
— Baltasar  Gracian. 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book  at 
$5.95.  Send  check  and  order  to: 
Forbes  Inc.,  60  Fifth  Avenue,  New 
York,  N.Y.  10011.  (Sales  tax:  New 
York  City,  add  5%;  other  New  York 
State,  2%  to  5%  as  required.) 


How  oft  the  highest  talent  lurks  in 
obscurity!  — Plactus. 


He  is  happiest  of  whom  the  world 
says  least,  good  or  bad. 

—Thomas  Jefferson. 


A.  Text .  . 


Scut  in  by  John  H.  Carter,  Tuc- 
son, Ariz.  What's  your  favorite 
text?  The  Forties  Scranbook  of 
Thoughts  on  the  Business  of  Life 
is  presented  to  senders  of  texts 
used. 


Give  instruction  to  a  wise  man,  and 
he  will  be  yet  wiser:  teach  a  just  man, 
and  he  will  increase  in  learning. 

—Proverbs  9:9 
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Face  of  Wood. ..Body  of  Steel 


The  warm  face  of  wood,  the  sturdy 
and  durable  body  of  steel  —  that 
combination  makes  a  kitchen  cabi- 
net thai  s  hard  to  beat. 

mality  cabinets  are  made 
principally  of  steel  because  steel  is 
strong,  dimensionally  accurate,  and 


free  from  the  problems  of  warping, 
sticking,  and  staining.  You  can 
choose  from  many  sizes  and  styles, 
in  a  broad  spectrum  of  colors  and 
finishes.  All  beautiful,  and  easy  to 
keep  clean.  Durable,  too. 

Inside,  outside,  and  all  around 


the  home,  steel  excels  in  many  roles. 
Folding  closet  doors,  for  instance. 
And  appliances  of  all  kinds.  Modern 
furniture.  Handsome  front  doors. 
Siding.  Raingutters  and  downspout- 
ing.  Lawn  and  garden  tools,  and 
even  swimming  pools. 


BETHLEHEM    STEEL 


0ETHI EHEM 

5TIEL 
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(Today  it's  more  and  more  likely  to  be  made  by  Long  Distance.) 


There's  no  time  to  waste.  And  salesmen  are 
wasting  less  and  less  of  it.  They're  using  the  phone 
to  cover  a  broader  market.  For  re-orders.  For  ser- 
vicing small  accounts.  More  and  more,  salesmen 
are  using  the  phone  for  all  it's  worth.  A  phone  is 
just  a  phone  until  you  learn  how  to  use  it. 


We  can't  control 
everything. 


Sure,  we  know  what  the 
weather  man  said.  And  in  spite  of 
anemometers,  barometers,  satellites 
in  the  sky  and  red-skies-at-night, 
Chicken  Little  was  right. The  sky 
is  falling.  Mostly  on  you. 

Abex  can't  control  the  weath- 
er, but  we  do  have  a  lot  of  other 
things  under  control. 

Such  as  the  control  of  fluid 
power  for  lifting,  leveling  and  lug- 
ging things. 

The  control  of  friction  for 
clutches,  brakes  and  transmissions. 

The  control  of  wear  for  dredg- 
ing harbors,  digging  gold  and  mak- 
ing tires. 

We  have  a  book  that  tells  you 
all  about  it.  It's  our  1967  Annual 
Report.  It's  yours  free.  Just  write: 
Abex  Corporation,  530  Fifth  Ave., 
New  York  10036.         A 

(Abex  means  controls) 
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THE  RIGHT  ANGLE 


on  a  corporate  jet 


Most  jets  have  swept  back  wings.  One  jet  has' 
forward  sweep  to  its  wings.  But  only  one  has 
straight  wings— square  to  the  line  of  flight— the 
JET  COMMANDER.  It's  the  right  angle  for  a 
corporate  jet.  TheJET  COMMANDER  was 
designed  for  executive  travel— for  speed,  safety 
and  comfort.  And  the  straight  wing  provides 
greater  stability  and  control  during  the  critical 
periods,  landing,  take-off  and  in  turbulence. 
The  JET  COMMANDER  is  certified  for  one  of  the 
highest  "G"  loads  of  all  business  jets— proof  of 
structural  integrity,  and  for  all  weather  flying. 

There  are  more  advantages.  All  foryour  comfort 
and  relaxation.  Call  us.  We'd  like  to 
demonstrate  The  Right  Angle  on  a  corporate  jet. 


JET ffOMMJMTOE/l 


BECKETT  AVIATION  CORPORATION 

>nd,  Youngstown, 
Distributed  by:  ,  Pennsylvania 
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WESTERN  COMMANDER,  INC. 

Santa  Monica,  San  Jose,  California 

NORTHERN  AIRMOTIVE,  INC. 

Minneapolis,  St.  Paul,  Minnesota 


COMMANDER  AVIATION  LTD 

Malton,  Ontario,  Canada 

MOORE  AVIATION  LTD. 

Calgary,  Alberta,  Canada 
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Publisher's  ed.  $5.95 

314.  THE  MAKING  OF 
A  PRESIDENT  1960  and 
THE  MAKING  OF  A 
PRESIDENT  1964. 
Theodore  H    White 
Combined  price  in 
pub.  editions  $13.90 


93.  THE  ESPIONAGE 
ESTABLISHMENT.  David 
Wise  and  Thomas  B. 
Ross.  Pub.  ed.  $5.95 

359.  HELL  IN  A  VERY 
SMALL  PLACE.  Bernard 
B.  Fall.  Pub.  ed.  $8.95 


84.  OUR  CROWD. 
Stephen  Birmingham. 
Publisher's  ed.  $8.95 


265.  MANAGEMENT 
ANDMACHIAVELLI. 
Antony  Jay.  Publisher's 
edition  $4.95 


85  WHILE  SIX  MILLION 
DIED.  Arthur  D.  Morse. 
Publisher's  ed.  $6.95 


204.  THE  SECOND  CIVIL 
WAR.  Garry  Wills.  Pub- 
isher's  edition  $4.95 


1  The  Money  Game 


HJGht;  people 


THE  COLUMBIA 

VIKING  DESK 

ENCYCLOPEDIA 

THE  COLUMBIA 

VIKING  DESK 

ENCYCLOPEDIA 


the  ARMIES  OFTTOlWGirrK2£5^     X 


THE  AUTOrUOC.KAmYOl  ~Z??*f    • 

1  BERTRAND  RUSSELL.; 


WW-1944 


Incident 

The  Making  of 

J**    the  President  1964 

E-i  tO 

||    The  Making  of 
s-    the  President  1960 


157.  THE  DAY  OF 
ST.  ANTHONY'S  FIRE. 
John  G.  Fuller. 
Publisher's  ed.  $5.95 

2.  HAMMOND'S  CON- 
TEMPORARY WORLD 
ATLAS.  Pub.  ed.  $7.95 

138.  THE  GAP. 

Richard  Lorber  and 
Ernest  Fladell. 
Publisher's  ed.  $4.95 


161.  THE  ELECTRIC 
KOOL-AID  ACID  TEST. 
Tom  Wolfe.  Publisher's 
edition  $5.95 
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258.  A  MASS  FOR  THE 
DEAD.  William  Gibson. 
Publisher's  ed.  $7.95 


EXTRA! 


FREE  gift  to 
new  members 

Facts  you  should 
know  before  you 
vote  in  one  of  the 
most  important 
elections  in  our 
history.  222  pages. 
Paperback. 


Choose 
any4 

of  24  current  books 


for  only  $1 


Take  only  four  more  selections  in  the  next 
two  years— and  save  at  least  40%  on  each 

An  unusual  introductory  offer  from  an  unusual 
■**■  book  club!  What  makes  mainstream  unique  is 
that  every  selection  and  alternate  is  important  non- 
fiction  —  chosen  from  the  best  current  books  of  biog- 
raphy, national  affairs,  world  history  in  the  making. 
They  are  books  you  want  to  read  and  keep.  They 
contribute  significantly  to  your  personal  library. 

mainstream  book  club  lets  you  know  about 
books  like  these  before  they  are  published.  It  de- 
livers them  while  they  are  just  beginning  to  stir 
talk.  And  saves  you  at  least  40%  on  those  you  want. 

The  important  books  on  this  page  are  typical  of 
the  selections  the  Club's  editors  sift  out  from  the 
flood  of  lesser  books.  As  a  new  member,  you  may 
take  any  4  for  only  $1,  plus  shipping  and  handling. 

Then  every  month  you  receive,  free,  the  Club 
bulletin  reviewing  the  forthcoming  selection  and 
several  alternates.  If  you  want  the  selection,  it  is 
rushed  to  you  as  soon  as  published.  Or  you  may  re- 
quest an  alternate  —  or  no  book  at  all  —  on  the 
form  always  provided. 

You  need  purchase  only  four  books  within  the 
next  two  years  out  of  dozens  to  be  offered.  For  each 
book  you  buy,  you  will  be  billed  the  Club's  specia! 
low  price  —  at  least  40%  off  the  publisher's  origina 
edition.  Every  fourth  purchase  entitles  you  to 
choose  a  free  bonus  book. 

You  needn't  send  the  dollar  now  for  your  four 
introductory  books  —  just  mail  the  coupon  below 
Mainstream  Book  Club,  Garden  City,  N.  Y.  11530 


MAINSTREAM  BOOK  CLUB 

Dipt.  IS-FSX.    Girden  City.  H.  Y.  11530 

Please  enter  my  membership  and  send  me  the  four  books 

whose  numbers  I  have  printed  in  the  boxes  below: 


Bill  me  only  $1  plus  shipping  and  handling  for  all  four 
books.  However.  If  not  delighted  with  them.  I  may  return 
them  in  10  days  and  my  membership  will  be  canceled. 

If  I  decide  to  continue.  I  agree  to  purchase  on  my  Club 
charge  account  as  few  as  four  more  selections  or  alter- 
nates during  the  next  TWO  years  at  the  member's  special 
price,  guaranteed  to  be  at  least  40%  less  than  the  pub- 
lisher's editions  (a  modest  charge  Is  added  for  shipping 
and  handling). 

Each  month  you  will  send  me  the  free  Club  bulletin 
describing  the  forthcoming  selection  and  other  vital, 
provocative  books,  together  with  a  convenient  form  for 
requesting  an  alternate  or  no  book  at  all  if  I  do  not 
wish  to  receive  the  selection.  Every  fourth  purchase  of 
a  selection  or  alternate  will  entitle  me  to  choose  a  free 
bonus  book. 

FREE  GIFT:  In  addition  to  sending  the  four  books  whose 
numbers  I  have  printed  in  boxes  above,  also  send  me  a  copy 
of  "The  New  York  Times  Election  Handbook  1968"  FREE. 
Mr. 
Mrs. 
Miss 


(Please  Print) 


Address. 
City  & 

State  


-Zip. 


If  under  18 

parent  must  sign  here: 

Offer  good  In  Continental  U.S.A.  only 
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Tell  Tour  Thirst 
To  Go  Fly  A  Kite! 

A '    Crackling  cold  Coca-Cola- 


{    p    best  way  to  cool  off 
j  i       a  90°  degree  day. 

Drink  down  its  icy, 

i     ,     bouncy  bubbles  and  enjoy 

I        that  pause  that  refreshes 

with  ice-cold  Coca-Cola. 

Anytime-Coke  has  the  taste 

you  never  get  tired  of. 

Humidity?  Bah!  Get  your 

soggy  spirits  high-flying 

with  a  cold  Coke. 

Things 
go  better 
with  Coke 
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Why,  Who,  What-&  What  Next? 

On  most  publications,  news  is  merely  what  happened.  At  Forbes,  we 
have  a  more  sophisticated  definition:  What  happened  is  history.  News 
is  why  it  happened  and  who's  behind  it;  what's  going  to  happen  next 
and  what  that  will  mean.  For  this  reason,  we  never  run  a  story  that  has 
appeared  elsewhere  unless  we  can  answer  those  questions  and  help  our 
readers  get  the  meaning  behind  the  facts. 

Getting  stories  like  this  is  sometimes  a  matter  of  luck;  that  we  must 
admit;  but  mostly  it's  the  result  of  a  nagging  curiosity  that  we  have 
made  a  Forbes  policy.  The  stories  in  this  issue  are  typical. 

Editor  James  W.  Michaels  first  heard  of  Jacob  Blaustein  when 
Thomas  Mellon  Evans,  chairman  of  the  Crane  Corp.  and  H.K.  Porter, 
dropped  his  name  at  lunch  one  day.  "Who  is  Blaustein?"  Michaels 
asked.  "The  biggest  stockholder  in  Indiana  Standard  and  a  terrific  guy," 
Evans  replied.  Michaels  had  merely  heard  of  Blaustein  but,  knowing 
Evans,  he  knew  that  Evans  never  praises  another  businessman  lightly. 

Who  was  blaustein?  The  question  nagged.  Senior  Editor  Harold 
Lavine  could  find  nothing  about  him  in  the  Forbes  files.  Had  any  other 
business  publication  written  about  him?  We  checked  the  Business  Week 
files.  They  had  done  nothing.  Fortune  had  listed  Blaustein  among 
the  100  wealthiest  men  in  the  U.S.  back  in  1957  but  that  was  the  only 
mention  they  had  ever  made  of  him. 

How  could  a  man  be  the  biggest  stockholder  in  Indiana  Standard 
and  yet  have  escaped  the  attention  of  all  three  of  the  nation's  leading 
business  publications?  Lavine  quickly  discovered  the  answer.  Blaustein 
didn't  want  any  publicity  about  his  business  activities.  His  philanthropic 
and  diplomatic  activities  were  another  matter,  but  his  business  activi- 
ties were  a  private  concern.  He  never  granted  interviews  to  business 
publications.  And  that  was  that. 

That  wasn't  that.  Blaustein's  refusal  to  sit  still  for  an  interview  sim- 
ply heaped  coals  on  Forbes'  already  raging  curiosity  about  the  man. 
Lavine  persisted.  It  took  him  months  to  get  Blaustein  to  consent  to  a 
story.  Lavine's  conversations  with  him  stretched  over  several  days,  in- 
terrupted at  one  point  because  Blaustein  was  busy  helping  Hubert  H. 
Humphrey  to  gain  the  support  of  the  Maryland  delegation.  Forbes' 
curiosity  finally  paid  off  in  what  is  a  first  for  a  business  publication 
'(p.  26).  > 

Forbes'  curiosity  was  piqued  by  a  routine  story  in  the  Wall  Street 
Journal:  David  C.  Scott  was  quitting  as  executive  vice  president  of 
Colt  Industries  to  join  Allis-Chalmers  as  chief  operating  officer.  Why 
should  a  man  quit  a  thriving  corporation  to  join  an  ailing  one,  particu- 
larly one  that  seemed  ripe  for  a  takeover?  Here  Forbes'  reputation  for 
accuracy  and  perceptivity  helped  us  satisfy  our  curiosity.  George  A. 
Strichman,  chairman  of  Colt,  and  Al  Leech,  public  relations  director 
of  Allis-Chalmers,  both  advised  Scott  to  talk  freely  to  Forbes.  That 
paid  off  in  the  lead  story  in  this  issue  (p.  21). 

We  jumped  when  we  read  in  the  papers  that  Pet  Inc.'s  earnings  had 
fallen  in  the  last  fiscal  year.  Pet?  That  was  a  corporation  we  had  fol- 
lowed for  years.  It  had  a  superb  record.  What  was  happening  there? 
Why? 

Beporter  Louis  Licht  not  only  uncovered  the  answers  to  those  ques- 
tions, he  also  found  out  what  was  going  to  happen  next  at  Pet.  The 
result:  The  kind  of  story  we  prize  at  Forbes— the  facts  behind  the  fig- 
ures, the  facts  that  give  the  clues  to  what  is  likely  to  happen  next  (p.  39). 
At  Forbes  we  don't  consider  history  news.  ■ 
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We're  helping 

satisfy  millions 
of  munchers 


There  are  roughly  194  million  munch- 
ers in  the  United  States.  Last  count. 
Every  day  they  consume  hundreds  of 
thousands  of  dollars  worth  of  fresh, 
flavorful  products. 

Potato  chips,  corn  chips,  pretzels, 
nuts.  You  name  it  and  munchers 
devour  it. 

What  snack  items  come  from  FMC 
Corporation?  Not  a  single  one. 

But  we  help  sell  snacks  by  providing 
;he  machinery  to  process  and  package 
;hem  by  the  ton.  Cellophane  and  plas- 
tic packaging  films  come  from 
FMC,  too.  Even  the  equipment 
for  printing  and  labeling. 
Our  customers  are  the 
nation's  biggest  snack 


food  producers.  We  help  small  pro- 
ducers, too.  In  fact,  any  company  that 
needs  to  wrap,  box  or  bag  their  prod- 
uct. Efficiently  and  economically. 

Which  brings  us  to  the  next  point. 

Our  packaging  isn't  limited  to 
food.  We  can  wrap  a  bar  of  soap  as 
rapidly  as  a  bar  of  candy.  Or  pens  and 
pencils  as  easily  as  vacuum-packed 
peanuts. 

Packaging  is  a  multi-billion  dollar 
U.  S.  industry.  And  this  is  just  one  of 
many  growth  areas  in  which  FMC 
puts  ideas  to  work. 

To  learn  more  about  us,  write  for  a 
copy  of  "Dimensions,"  FMC  Corpora- 
tion, Executive  Offices,  San  Jose,  Cali- 
fornia 95106. 


FMC  CORPORATION' 

Putting  ideas  to-work  in  Machinery  Chemicals  Defense  Fibers  &  Films 

DAL  PRODUCTS:  AVISCO  fibers:  packaging  films;  industrial  strappings  a  BOLENS  compact  tractors  □  CHICAGO  waste  treatment  systems  □  CHIKSAN.  OC-T.  WECO 

.3try  equipment  3  FMC  food  processing  equipment;  packaging  4  converting  machinery;  systems  engineering  □  FMC  industrial  4  specialty  chemicals  Q   FMC  de- 

ense  materiel  D  GUNDERSON  railcars  4  marine  vessels  O  JOHN  BEAN  agricultural,  automotive,  airline.  4  fire  fighting  equipment  □  LINK-BELT  power  transmission,  materials 

andlmg.  4  construction  equipment  3  NIAGARA  agricultural  chemicals  4  seeds  a  PEERLESS  4  COFFIN  pumps  a  SYNTRON  4  STEARNS  electromagnetic  equipment 


Fiberglass 


HATTERAS 

28,  31 ,  34,  38,  41 ,  44,  45  and  50  Ft. 
Motor  Yachts 


28  foot  fiberglass  Hatteras  Cruiser 

Gordon  Taylor,  Taylor  Yacht 
Sales,  Edgewater,  Md.,  has  much 
experience  during  spring  fitting 
out  with  both  wood  and  fiber- 
glass boats.  With  the  Hatteras  he 
says  about  80%  is  saved  on  hull 
upkeep.  Write  for  the  name  of 
nearest  dealer.  For  portfolio  of 
color  literature,  enclose  $1.00. 

HATTERAS  YACHT  DIVISION 
NORTH  AMERICAN  ROCKWELL 

2188  Kivett  Drive 
High  Point,  N.  C.  27261 


Young  Oil 
Coolers 


cool  turbine- 
powered 
drilling  rigs— 
where  perfect 
performance 
is  critical. 
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YOUNG  RADIATOR  COMPANY 

General   Offices.    Racine.   Wisconsin   53403 

fi»diatois  •  Heit  Exchange's  ■  Oil  Cooler  •  Unit  Huaien 


Trends 

&  Tangents 


WASHINGTON 


Is  It  Fair? 

Corporate  insiders  looking  for 
guidelines  on  what  they  can  and  can 
not  do,  in  the  wake  of  the  Texas 
Gull  Sulphur  decision  (Forbes, 
Sept.  1),  get  little  sympathy  from 
Securities  &  Exchange  Commission 
Chairman  Manuel  F.  Cohen.  "There 
is  really  no  problem,"  Cohen  told 
Forbes.  "The  guiding  principle 
should  be,  Is  it  fair?  Is  the  informa- 
tion fairly  made  available  to  all,  not 
just  a  select  one  or  few?"  As  for 
guidelines,  Cohen  goes  on,  "It  is  like 
trying  to  write  a  definition  of  fraud: 
To  do  it  is  to  invite  somebody  to  go 
around  it.  But  of  one  thing  I  am 
sure.  I  don't  believe  that  anybody 
doesn't  know  when  he's  trading  on 
inside  information." 

Social  Security  Suppers? 

Two  years  ago  food  expert  Juan 
del  Castillo  developed  for  the  Corn 
Millers  Export  Institute  a  new  con- 
centrated food  called  CSM,  made 
of  corn,  soymeal  and  dried  milk, 
that  has  become  the  No.  One 
blended  food  being  distributed 
abroad.  Now,  as  head  of  a  new 
food-industry  trade  group,  he  wants 
to  expand  the  school-lunch  program 
to  provide  supper  for  poor  adults. 
"With  all  that  stainless  steel  cooking 
equipment,"  he  says,  "why  let  it  sit 
around  idle  most  of  the  time?  Why 
not  use  it  to  give  balanced  diets 
to  those,  say,  on  Social  Security 
who  can't  afford— maybe  aren't  able 
—to  cook  even  one  good  meal  a 
day?"  Full-scale  cafeteria  feeding, 
del  Castillo  figures,  would  cost 
about  $2  billion  a  year,  almost  dou- 
ble what   is   now  spent  on   school 


OVERSEAS 


Booby  Prize 

The  summer's  delays  notwith- 
standing, the  U.S.  has  no  monopoly 
on  airport  troubles.  Swissair  has 
been  running  European  magazine 
ads  asking  readers  to  vote  for  the 
best-run  and  the  worst-run  airport. 
So  far  the  ad  has  brought  in  600  bal- 
lots and  several  poison-pen  letters 
from  airport  managers. 

Meanwhile,  Up  North  .  .  . 

The  sky  has  also  been  pretty 
crowded  this  summer  in  the  Cana- 


dian Arctic  along  the  Coppermine 
River.  As  mining  companies  have 
vastly  increased  their  activity  by 
sending  in  more  men  and  equip- 
ment, the  resultant  swarm  of  heli- 
copters, small  prop  planes,  larger 
transports  and  float-equipped  air- 
craft, has  resulted  in  an  aerial  traf- 
fic jam  some  400  miles  north  of 
Vancouver. 

Learning's  Cost 

.  Over  100,000  foreign  students 
studied  in  U.S.  colleges  and  univer- 
sities in  the  1967-68  academic  year, 
the  major  countries  of  origin  being 
Canada  (12,144),  India  (8,221) 
and  the  Republic  of  China  (6,850). 
But  while  the  total  exceeded  by 
some  five  times  the  number  of  U.S. 
students  studying  abroad,  foreign 
students  in  the  U.S.  do  not  consti- 
tute a  U.S.  "invisible  export"  in  the 
same  way  that  U.S.  tourists  do  for 
foreign  countries.  So  much  of  the 


CORRECTION 

The  Forbes  article  of  Aug.  15, 
1968  on  World  Airways  con- 
tained several  inadvertent  errors 
of  fact.  We  regret  these  errors, 
which  occurred  in  spite  of  care- 
ful checking  with  normally  re- 
liable sources.  The  errors  are  set 
forth  below: 

Sir:  Forbes  reports  World's 
1968-69  Military  Airlift  Com- 
mand contract  award  as  $27 
million  os.  $52  million  in  1967 
68.  In  fact  World's  1968-69 
guaranteed  minimum  contract 
of  $27  million  is  higher  than  its 
guaranteed  minimum  contract 
for  $26.6  million  awarded  for 
1967-68.  The  additional  $25.6 
million  in  military  business  last 
year  resulted  from  additional 
flights  performed  under  the  ex- 
pansion provision  of  the  con- 
tract. Similar  provision  for  ex- 
pansion is  also  provided  in  the 
1968-69  contract.  It  should  be 
noted  that  due  to  its  efficient 
operations,  World  was  awarded 
in  excess  of  nine  per  cent  of  the 
total  1969  fiscal  military  con- 
tract awards  compared  with  six 
per  cent  for  fiscal  1968.  It  re- 
ceived, in  fact,  the  third  largest 
contract  awarded  to  any  air  car- 
rier—scheduled or  supplemental. 
The  article  reported  World's 
public  stock  offering  at  $25  a 
share  but  has  failed  to  report 
that  a  2-for-l  stock  split  in  July 
1967  resulted  in  an  adjusted 
cost  of  $12.50  a  share  to  the 
purchasers  of  the  original  offer- 
ing  Rather  than  leaving  "virtual- 
ly all  of  its  stockholders  with 
losses"  as  reported  by  Forbes, 
the  stock,  which  sold  at  $20.50  a 
(Continued  on  page  96) 
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cost  of  foreign  students  here  is 
borne  by  the  U.S.  Government  and 
private  sources  that  the  student  ex- 
change program  probably  involved 
a  net  foreign  exchange  cost  to  the 
U.S.  of  more  than  $100  million. 

Trudeau-cracy 

Administrations  come  and  go  in 
Ottawa  as  in  Washington  without 
ever  seeming  to  disturb  the  security 
of  the  civil  sen  ice  bureaucrats.  But 
things  may  be  different  under  Pierre 
Elliott  Trudeau.  Canada's  new 
prime  minister.  When  he  took  office 
in  June  he  said,  like  others  be- 
fore him,  that  he  was  going  to  cut 
government  expenses.  In  July,  he 
had  a  long  list  compiled  ot  unneces- 
sary government  jobs.  In  August. 
hundreds  of  jobholders  were  given 
the  choice  of  taking  a  position  else- 
where in  government  (if  available), 
taking  a  pay  cut  or  (putting.  This 
month  the  choices  arc  supposed  to 
take  effect,  with  the  government  re- 
taining the  right  to  make  its  own  de- 
cision il  it  docs  not  like  the  results. 


BUSINESS 


Shakeout  on  Wall  Street? 

Main   ot  the  small  and  medium- 
sized  brokerage  shops,  saved  from 
(Continued  on  page  97) 
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CHANGE  OF  ADDRESS 

If  you  plan  to  move,  let  us  know 
a  month  before  so  we  can  change 
your  address  and  keep  FORBES 
coming  to  you.  Attach  a  recent 
mailing  label  and  fill  out  your  new 
address  in  the  space  provided 
below. 


ATTACH  PRESENT 

MAILING  LABEL 

HERE 


New  Address: 


Address 


City 


State 


Zip 


Mail  to: 

Subscription  Service  Manager 

FORBES 

60  Fifth  Avenue 

New  York,  New  York  10011 


L_. 


One  of  our  guys  talks  your  language. 

He's  a  C&O/B&O  Market  Manager.  It's  his  business  to  know  both  our 
business  and  yours.  This  means  he  can  help  plan  your  distribution 
program  with  keen  insight  to  your  special  needs.  Very  often 
the  result  is  lower  transportation  costs,  better,  faster  service 
and  a  happier  customer.  You. 

Our  guy  who  talks  your  language  is  ready  to  talk  some  shop.  Call  our 
local  salesman  or  write:  Vice  President,  Merchandise  Freight  Group, 
One  Charles  Center,  Baltimore,  Maryland  21201. 


THE  C&O/B&O  RAILROADS     Cleveland  44101 


•    Baltimore  21201 


Varo:  Part  of  the  computer  picture. 


Most  of  us  have  accepted 
the  fact   that  the  day  fast 
approaches  when  computers 
will  do  a  majority  of  our  routine 
work. 

The  fact  is,  at  some  future  point 
computers  will  take  over  domestic  chores  such 
as  bookkeeping  and  menu  planning. 

To  meet  this  huge,  additional  market  com- 
puter designers  and  manufacturers  will  in- 
creasingly demand  the  skills  and  technology 
of  companies  like  Varo. 

Today.  Varo  supplies  hybrid  integrated  cir- 
cuits and  electronic  power  equipment  to  the 


growing  computer  market. 
We  recently  introduced  the 
first    new    constant    voltage 
transformer  design  in  29  years. 
Our  design,  the  Varoformer™,  does 
everything  the  old  version  does,  and 
takes  up  25%  less  computer  space  doing  it. 

Growth  through  advanced  technology  is  re- 
flected in  all  of  the  product  lines  throughout 
Varo.  For  a  detailed  picture  of  where  the  com- 
pany has  gone  and  what  it  has  done  since  its 
inception  in  1 946.  write  for  our  annual  report. 
Address  your  request  to  Public  Relations, De- 
partment F-3. 


o 


VARO 

Varo,  Inc.,  Executive  Office,  Garland  Bank  &  Trust  Bldg.,P.O.Box4I  I, Garland, Texas  75040 
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Industry's  demand 
for  cooling  water  is  tripling. 

We're  ready. 

Within  the  next  decade,  power  generating  plants  will  be 
using  three  times  as  much  condenser  cooling  water  as 
they  are  today.  By  1980,  water  demanded  for  the  produc- 
tion of  chemicals  and  allied  products  will  more  than  triple. 
The  same  thing  is  expected  to  happen  in  pulp  and  paper 
industries.  And  in  just  about  every  industry  across  the  board. 

But  how  do  you  triple  the  availability  of  water  when  your 
supply  of  water  remains  constant?  How?  By  using  cooling 
towers  to  cool  heated  process  water  so  that  it  can  be  used 
again  .  .  .  and  again  ...  up  to  thirty  times. 

As  world  industry  grows,  so  does  the  need  for  cooling  tow- 
ers. The  Marley  Company  is  ready  to  match  that  growth 
around  the  world,  with  a  complete  line  of  water  cooling 
towers  and  air  cooled  heat  exchangers. 

Find  out  more  about  us.  Write  Marley,  222  W.  Gregory, 
Kansas  City,  Missouri  64114. 


CONVENIENT  SUBSCRIPTION  ORDER  FORM 

Make  sure  you  get  FORBES  the  same  day  others  do — sub- 
scribe TODAY.  Save  $5.25  per  year  on  the  single-copy  price. 

Forbes,  60  Fifth  Avenue,  New  York.  N.Y.  10011      F-2838 

Please  send  me  Forbes  for  the  period  checked 

□  1   Year  $7.50  □  3  Years  $15.00 
□  Enclosed  is  remittance  of  $ .  .  .  □  /  will  pay  when  billed 

□  New  □  Renewal 

Name 

(please  print) 

Address 

City   State Zip  Code 

Pan  American  and   Foreign  $4  a  year  additional 


Single    copy    SOc 


READERS  SAY 


"Sheer  Waste" 

Sir:   Your  editorial  "Calling  All  Com- 
puters" gives  advice  which  I  wish  could 
be    implemented    more    rapidly    than    is- 
likely  to  be  the  case. 

Aside  from  the  inefficiency  of  using 
stock  certificates  in  transfers  between  bro- 
kerage houses,  often  overlooked  is  the 
tremendous  cost  to  corporations  with  a 
large  number  of  stockholders.  Being  listed 
"on  the  Big  Board,  we  are  required  to  have 
engraved  stock  certificates,  which  are 
quite  expensive.  The  cost  of  the  certifi- 
cates and  the  transfer  agent  fees  become 
sizable  in  a  company  such  as  ours,  which 
has  about  8,000  stockholders. 

Most  of  the  transfers  in  numbers  of 
stock  certificates  are  made  from  one 
brokerage  house  to  another.  I  view  this 
as  sheer  waste  when  there  are  other  means 
of  debiting  and  crediting  stock  ownership. 
I  think  it  will  be  some  time  before  the 
individual  investor,  who  wants  delivery 
of  his  stock  certificate,  will  be  satisfied 
with  less  than  that  to  which  he  has  be- 
come accustomed;  but  this  is  not  where 
the  big  volume  in  waste  is  coming  from. 
Even  here,  no  doubt,  the  stockholder  who 
holds  his  share  certificate  could  be  satis- 
fied with  an  IBM-sized  card. 

—J.  B.  Fuqua,  Chairman 

Fuqua  Industries,  Inc. 

New  York,  N.Y. 

Waiting  for  Congress 

Sir:  As  a  Congressman  who  has  long 
been  concerned  with  the  concept  of  the 
fast  deployment  logistic  ships,  I  was  in- 
terested and  somewhat  surprised  in  your 
article  "From  Noah's  Ark  to  the  20th  Cen- 
tury?" in  the  Aug.  15  issue.  In  the  last 
session  of  Congress,  money  was  not  appro- 
priated for  these  vessels,  and  at  this  time 
the  Military  Construction  Act  is  in  Con- 
ference between  the  House  and  the  Sen- 
ate. It  is  anticipated  that  the  FDL  ships 
will  not  be  included  in  the  final  report.  I 
feel  that  the  FDL  concept  of  floating 
warehouses  of  military  equipment  around 
the  world  would  be  a  reaffirmation  of  the 
United  States'  role  as  a  world  policeman. 

However,  the  Navy  contract  for  the  de- 
sign competition  does  not,  to  the  best  of 
my  knowledge,  extend  over  time  until 
Congress  appropriates  the  money  for  the 
contract  execution.  It  is  unfair  to  the  Navy 
to  assert  that  the  contract  continues  in 
effect  even  without  appropriations.  I  have 
been  assured  that  this  is  simply  not  true. 
—John  G.  Dow 
U.S.  Congressman 
New  York.  N.Y. 

The  Morgue 

Sin:  My  guess  is  that  you  are  wrong 
about  the  origin  of  the  newspaper  use  of 
the  term  "morgue"  (Foams.  Sept.  1).  As 
I  always  heard  it.  it  was  the  library  where 
the  obituaries— all  written  before  their 
subjects  died,  of  course— are  kept,  and  not 
a  graveyard  for  unused  copy. 

—John  P.  Crier 
New  York,  N.Y. 
(Continued  on  page  96) 
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The  sl-Billion 

Customer. 


The  Scandinavian 
is  pre-sold  on 
U.S.  products— and 
looking  for  more. 

He  bought  $l-billion  worth  of  U.S.  goods  just  last  year.  Plastics, 
fashions,  industrial  machinery,  autos,  fruits  and  vegetables,  chemi- 
cal products,  office  machines.  And  just  about  anything  else  you 
can  name. 

Higher  disposable  income. 

He  has  30%  more  disposable  income  than  his  neighbors  in  the 
Common  Market.  He's  Danish,  Finnish,  Norwegian,  Swedish.  And 
he  buys  more  from  the  U.S.  than  Americans  buy  from  Scandinavia, 
creating  a  very  favorable  balance  of  payments  situation  for 
the  U.S. 

The  Scandinavian  wants  to  buy. 

He  makes  it  easy  for  you  to  reach  him.  And  sell  him.  He  needs 
international  trade.  So  tariffs  are  low.  Red  tape  at  a  minimum.  He 
speaks  your  language  .  .  .  English. 

And  SAS  makes  it  even  easier.  We'll  send  you  information 
about  Scandinavian  business  or  industries.  Give  you  the  do's  and 
"don'ts"  of  trading  with  Scandinavia.  Help  you  meet  the  right 
people,  and  generally  help  you  plan  your  trip  for  the  greatest  pos- 
sible benefit. 

Kastrup  Airport,  cargo  gateway  to  Europe. 

And  when  you're  ready  to  ship,  mighty  SAS  DC-8  jet-freighters 
can  carry  your  cargo  direct  to  Scandinavia  for  "instant"  distribu- 
tion from  Europe's  most  advanced  cargo  terminal — highly-auto- 
mated Kastrup  in  Copenhagen.  Via  SAS  your  cargo  couldn't  be 
in  better  hands. 


Business  Services  Div.,  (Dept.  SM)  F 

Scandinavian  Airlines  System,  Inc. 
555  Fifth  Avenue,  N.Y.,  N.Y.  10017 
Please  send  me  your  two  free  fact-filled  book- 
lets on  the  Scandinavian  market. 


Name 


Title 


Company 


Address 


City 


State 


Zip 


Take  the  direct  approach  to  Scandinavian  business.  SAS  has  more  flights  on  more  days  of  the  week  direct 

to  Scandinavian  cities  than  anyone.  And  within  Europe,  SAS  serves  more  cities  than 
any  other  transatlantic  or  transpolar  airline.  For  reservations,  call  your  travel  agent  or  local  SAS  office. 


SAS  takes  you  where  it's  happening. 

SAS 

SCA/VDiJMUM/V  Af#£J/V£S 
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The  Great 

Unknown. 

The  curious  story  of  Keene,  a  company  that  came  out  of 
nowhere,  grew  to  $53  million  in  10  months,  yet  managed 
to  remain  cloaked  in  anonymity. 


n 


Our  management:  modern,    Qgg 
sharp,  progressive, 
able,  unknown. 


Not  so  long  ago,  Keene  consisted  of  Keene  Packaging 
and  a  few  ideas,  and  we  could  understand  being  unknown. 
But  since  then  we've  tacked  7  divisions  on.  And  a  lot  of  good 
men.  And  had  some  pretty  happy  customers,  too 

If  any  other  company  had  grown  as  fast, 
you'd  surely  know  about  them.  Why  not  us? 
So  the  Great  Unknown's  management 
faced  this  thing  head-on  and  came  up 
with  some  rationalizations. 


The  U.S.  Pavilion  at  HemisFair 

is  made  ot  Keene  Speed-Steel.1 

But  you  won't  find  our 

(jr  |  We're  invisible  because  most  of  our         name  on  it. 

products  are  invisible.  Our  60,000  butcher  customers 
7.0  million  worth  of  our  cutting  things.  Good  business. 
But  if  there's  an  invisible  product  in  the  world,  it's  meat  saws. 

19  buildings  at  HemisFair  '68®  were  made  with  our  structural 
-— -- -  framing  system:  people  know  the  buildings 

H  i  -~-^^,'^   10    ■  \     for  what  they  are,  not  for  what  they're  made  of. 

We  make  acoustical  and  insulation  materials, 
fire  doors,  door  hardware,  movable  partitions,  tubing, 


People  don't  looK  at  doors,  they  just 
use  them.  Small  wonder 
we're  unknown. 

packaging,  medical  supplies.  Fine  products  all,  but  all  unknown. 
We  make  data  card  stock,  but  is  the  final  product  called  a 
Keene  card?  No,  I.B.M.  card.  Well,  it's  surely  time  to  do 
something.  And  even  if  these  ads  accomplish  nothing 
else,  at  least  you  can't  say  you've  never  heard  of  Keene.      CORPORATION 


KEENE 


We've  just  begun  to  grow. 


"With  all  thy  getting  get  understanding' 


Fact  and  Comment 


COIVVENTION  OBSERVATIONS 

(  \lv  21-year-old  son  "covered"  the  Conventions  for 
Fohbls.  The  following  observations  are  his— MSF.) 


Behind  the  boredom  of  the  Republican  Convention  there 
was  a  chance  to  see  conventional  politics  in  full  play,  i.e., 
to  watch  the  \c\\  [ersey  delegation  being  pulled  and 
hauled.  It  was  ostensibly  committed  to  favorite  son  U.S. 
Senator  Clifford  Case,  who  was  really  a  stand-in  for  those 
favoring  Rockefeller.  Three  Nixonites  vied  bitterly  with 
one  another  to  bust  the  delegation  open  on  the  first  ballot 
for  Nixon,  and  it  was  tunny  as  well  as  instructive  to  ob- 
serve their  frantic  efforts  to  see  who  would  be  first  to  do 
the  busting,  and  thus  get  most  credit  with  nominee  Nixon. 

The  Governor  of  Ohio  also  provided  an  old,  sad  lesson. 
Billed  as  a  king-maker,  he  held  his  bagful  of  votes  too 
long.  Some  speculated  that  perhaps  he  did  not  deliver  his 
goodies  to  anyone  in  hopes  he  would  get  the  biggest  goody 
of  all.  But  "President"  Rhodes  didn't  get  as  far  as  President 
Polk  with  that  gambit. 

At  the  fierce  Democratic  melee  in  Chicago,  McCarthy 
really  was  the  star,  though  he  never  played  the  lead.  His 
candidacy  shook  the  party  to  the  core.  His  candidacy 
canned  LBJ  and,  of  more  lasting  political  importance,  was 
instrumental  in  throwing  out  the  Souths  cherished,  critical- 
ly important  unit  ride.  McCarthy's  hippies  inadvertently 
made  Mayor  Daley  the  New  Left's  new  villain. 

McCarthy's  own  self-righteousness  and  arrogance  of  in- 
tellect proved  no  more  appealing  to  politicos  than  John- 
son's self-righteousness  and  arrogance  of  power  was  to 
students.  McCarthy's  race  led  to  some  good  results,  stem- 


ming more  from  the  cause  than  from  the  man  himself  and 
his  more  noisy  followers. 

The  similarities  of  results  from  the  candidacy  of  Mc- 
Carthy in  1968  and  Goldwater  in  1964  are  interesting. 
Both  were  acclaimed  for  sincerity  and  courage.  Both  found 
their  hard-core  support  from  extreme  groups.  The  support- 
ers of  both  were  mostly  political  neophytes  deeply  dis- 
turbed over  the  trend  of  events.  The  intolerance  of  these 
people  matched  their  intense  dedication.  Both  were  con- 
temptuous of  those  not  with  them.  And  both  had  a  disdain 
for  and  an  amazing  ignorance  of  the  practices  and  practi- 
calities of  work-a-day  American  politics. 

Chicago  was  far  more  exciting  than  Miami  because  its 
Convention  was  so  unconventional.  Some  of  the  un- 
believable unreality  of  the  Democratic  affair  is  best  typi- 
fied by  the  actions  and  reactions  of  Mayor  Daley,  a  unique 
antique. 

The  boredom  of  conventions  and  the  bitterness  of  the 
defeated  make  many  intelligent,  informed  people  doubt 
there  are  any  virtues  in  continuing  conventions.  When  one 
has  listened  to  every  nominating  speech  at  both,  where  the 
only  differences  are  in  the  names,  it  is  tempting  to  agree. 
Along  with  millions  of  other  Americans,  I  too  could  suggest 
a  fistful  of  reforms. 

Yet  I  would  hate  to  see  the  Conventions  abolished,  be- 
cause I  can  think  of  no  real  alternative  that  could  get  the 
job  done  any  better. 

—Malcolm  S.  Forbes  Jr. 
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THREE   CHEERS  FOR  THE  PILOTS 


Algeria's  detention  of  the  Israeli  crew  members  and 
their  highjacked  airplane  was  outrageous,  but  protest  had 
little  impact.  The  boycott,  however,  placed  on  flying  into 
Algeria  by  the  International  Federation  of  Airline  Pilots, 
got  relatively  prompt   results.   Even  Castro  doesn't   hold 


kidnapped  planes'  passengers  and  pilots. 

If  a  nation  wants  to  be  a  part  of  the  rest  of  the  world, 
it  has  to  observe  at  least  a  few  of  the  basic  amenities,  The 
flyers  provided  a  more  effective  reminder  of  this  to  Algeria 
than  did  governments. » 


PERSONAL  POTPOURRI 


On  the  occasion  of  my  49th  birthday,  there  was  a  tele- 
phone call  from  mother. 

In  the  course  of  the  conversation,  this  lovely  lady  said, 
"You  were  the  most  beautiful  baby." 

I  couldn't  help  chuckling  as  I  thought  what  a  compliment 
that  would  be  in  the  language  of  her  grandchildren— with  a 
slight  change  in  one  word  and  the  addition  of  a  comma. 

"You  are  the  most  beautiful,  baby." 

What  a  difference  the  tense  makes. 


Speaking  of  birthdays,  recently  our  first  born  turned  21. 

As  parents  sometimes  fondly  do,  we  reminisced  a  bit 
about  his  early  days  on  earth  .  .  .  the  excitement,  the  wonder, 
the  fears  when  we  brought  him  home.  His  every  squeak  or 
squawk  we  were  sure  heralded  some  terrible  crisis;  1  tested 
the  proper  warmth  of  formulas  from  dusk  till  dawn,  it 
seemed  to  me.  We  were  so  germ-conscious  my  wife  even 
sterilized  the  skin  of  the  oranges  before  squeezing  them. 

How  first  boms  ever  survive  their  parents'  attentions  is 
beyond  me.  However,  they  do,  and  he  did,  and,  in  spite  of 
our  efforts,  he  has  turned  out  to  be  quite  a  good  guy. 

*  o  e 

Speaking  of  first  bonis—  in  recent  years  there  doesn't  seem 
to  have  been  enough  of  them.  From  an  annual  postwar  high 
of  4.3  million  births  the  total  has  declined  to  3.6  million. 

The  pill  doesn't  seem  to  be  helping  matters  either. 

From  the  point  of  view  of  Gerber's  Baby  Foods  and  a  lot 
of  other  businesses,  those  missing  100  million  babies  are 
not  good  news. 

SCO 

Speaking  of  babies  and  how  quickly  they  grow  up,  our 
teenage  daughter  floored  me  with  a  couple  of  observations 
when  I  recently  met  her  and  my  wife  as  they  flew  back  from 
vacation. 

"Pop,  you  should  have  seen  how  the  Oldy  Goldies  be- 
haved on  the  plane!" 

Like  you,  1  hadn't  a  clue  as  to  what  she  meant  by  an  Oldy 
Goldy  and  on  asking  was  told,  "You  know,  old  businessmen 
like  you." 


And  what  had  they  done  that  was  drawing  her  rebuke? 

"Boy,  the  way  their  eyes  travel  every  time  these  steward- 
esses come  out  in  some  new  outfit. 

"My  husband  is  never  going  to  be  allowed  to  fly  in  an 
airplane!" 

e         o         o 

Speaking  of  vacations,  would  you  believe  that  some  of  the 
best  fun  that  I  and  my  sons  and  some  of  their  friends  have 
had  this  summer  was  on  motorcycles?  Not  riding  on  those 
thundering,  souped-up,  chopped-down  Hell's  Angels  ma- 
chines, but  on  relatively  light  "off  road"  cycles,  which  are 


generally  called  trail  bikes. 

We  were  out  West  this  summer,  and  these  low-geared, 
not-too  noisy  cycles  took  us  through  woods  and  over  moun- 
tains and  across  streams,  to  and  through  beautiful  sights 
and  places  that  we  would  otherwise  never  have  seen.  For 
all,  from  teenager  to  flabby  50-year  old,  trail  biking  proved 
completely  delightful,  great  sport,  great  fun. 

If  you  live  where  back  roads  and  trails  are  available,  or 
even  where  they  are  not  but  uninhabited  land  is,  try  it  and 
discover  the  pleasure  of  getting  to  a  whole  new  and  won- 
derful world. 


THE  DAY  NOTHING  TURNS  YOU  ON, 
YOU'RE  DEAD 

No  matter  how  many  more  years  you  go  on  breathing. 


—Malcolm  S.  Forbes, 

Editor-in-Chief 


Considerations 
for  managers 
facing  the  problem 
of  a  marginal  plant 


If  you  are  paying  increasing  penal- 
ties for  inefficient  manufacturing 
or  distribution  facilities,  here  are 
some  questions  to  ask  your  staff. 

•  Can  we  make  a  reliable  estimate 
comparing  the  operating  and  capi- 
tal costs  of  improving  existing  fa- 
cilities with  the  costs  of  a  new  plant 
at  a  new  location? 

•  If  we  decide  to  improve  existing 
facilities,  will  we  have  sufficient  ca- 
pacity and  flexibility  to  cope  with 
the  possibility  of  new  products, 
merger  or  acquisition? 

Will  the  planning,  design  and 
construction  of  improved  facilities 
be  handled  without  interfering  with 


production,  and  so  as  to  assure 
on-schedule  and  within-budget 
completion? 

•  Do  we  have  the  internal  resources 
to  assure  satisfactory  answers  to 
these  questions? 

An  Austin  Facility  Analysis  is  one 
of  seven  Austin  engineering- 
economic  consulting  services  de- 
signed to  help  clients  analyze 
operations  as  Total  Plant  Facility 
Systems,  then  determine  physical 
requirements,  and  plan  new  facili- 
ties. The  goal  of  these  services  is 
to  reduce  operating  costs,  increase 
efficiency  and  enhance  the  client's 
public  image. 


AUSTIN  CONSULTING  SERVICES 

Facility  Analyses 
Feasibility  Studies 
Plant  Location  Surveys 
Site  Evaluation,  Selection 

and  Planning 
Land  Development  Planning 
Utility  Analyses 
Material  Handling  and 

Distribution  Studies 

Austin  offers  any  or  all  of  these 
services  in  addition  to  its  design, 
engineering  and  construction  serv- 
ices for  industrial,  commercial  and 
institutional  facilities.  For  further 
information,  please  write,  wire  or 
teletype: 


THE  AUSTIN  COMPANY 

Designers  •  Engineers  -  Builders 

GENERAL  OFFICES:  3650  Mayfield  Road,  Cleveland,  Ohio  44121 
Telex;  810-421-8540 
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New  airborne  radar 
from  RCA:  It'll  help 
the  airlines  take 
the  delay  out  of 
departures. 

Taking  off  on  time  means  even 
more  to  the  airlines  than  it  does 
to  you. 

One  of  the  things  they're  doing 
about  it  is  to  install  more  efficient, 
more  reliable  equipment. 

Take  radar,  for  example. 

RCA  aviation  specialists  have 
developed  a  completely  new  air- 
borne weather  radar.  This  solid 
state,  dual  system  provides  such 
a  dramatic  increase  in  opera- 
tional reliability,  it  may  virtually 
eliminate  one  cause  of  delayed 
departures. 

Although  designed  for  the 
super  jets  of  tomorrow,  RCA's 
new  AVQ-30  radar  is  ready  to 
fly  today.  Several  major  airlines, 
including  Pan  Am®  and  TWA, 
have  already  placed  their  orders 
. . .  taking  another  step  toward 
perfect  "on-time"  performance. 


Airborne  radar  is  only  one 
example  of  the  advanced  tech- 
nology and  systems  design 
RCA  is  providing  in  air  traffic 
control,  distance  measuring 
and  other  crucial  navigational 
and  communications  equip- 
ment for  aviation  today. 

Tomorrow? 

We're  working  on  it. 


Forbes 


"My  Mind  Kept  Tracking" 

Allis-Chalmers  Manufacturing  Co.  is  a/most  three  times  as  big  as  Colt  Industries,  but 
Dave  Scott  is  convinced  that  the  methods  that  worked  at  Colt  will  solve  A-C's  troubles,  too. 


No  matter  how  big  the  company,  the 
ability  and  drive  of  the  men  at  the  top 
still  can  make  the  difference  between 
corporate  mediocrity  and  corporate  ex- 
cellence. David  C.  Scott,  an  unassum- 
ing 52-year-old  chemical  engineer 
and  professional  manager  from  Owens- 
boro,  K> .,  is  deliberately  betting  a  ma- 
jor part  of  his  well-earned  reputation 
to  prove  that  this  is  so. 

Early  this  month  he  took  over  as 
president  and  chief  operating  officer 
of  Milwaukee's  Allis-(  ,'halmers  Manu- 
facturing Co.,  a  company  assailed  by 
problems  from  both  within  and  with- 
out. Scott  knows  what  it  takes  to  turn 
mediocrity  into  excellence:  He  helped 
Chairman  George  A.  Strichman  turn 
Colt  Industries  from  a  sick  collection 
of  companies  into  a  booming  capital 
goods  conglomerate.  AlKs-Chahners  is 
not  as  sick  as  Colt  was,  but  it  has 
troubles  of  huge  proportions.  On  sales 
of  $822  million  last  year  it  earned  only 
S5  million;  that  represented  a  return 
of  1.23  on  stockholders'  equity.  It  is, 
has  been  and  will  continue  to  be  the 
target  of  would-be  acquisitors.  Scott's 
job  is  to  keep  Allis-Chalmers  inde- 
pendent by  making  it  profitable. 

Ten  Years  Apart 

Scott  leaves  a  well-earned  success  in 
Hartford,  Conn.,  a  town  he  knows  and 
loves,  for  this  rough  assignment  in  the 
Midwest.  He  makes  no  bones  about 
why  he  is  doing  it:  He  has  been  as- 
sured that  his  reward,  if  he  succeeds 
in  turning  Allis-Chalmers  around,  will 
be  the  top  spot  when  Chairman  Robert 
S.  Stevenson,  62,  retires  in  a  few  years. 
"I  would  like  to  run  my  own  com- 
pany," he  says.  "At  Colt,  I  was  52 
and  so  was  George  Strichman.  At  Allis- 
Chalmers  Bob  Stevenson  and  I  are  ten 
years  apart." 

"I  see,"  Scott  says,  quietly  and  with- 
out bombast,  "an  opportunity  to  make 
a  good  company  into  a  great  com- 
pany." The  opportunity  is  certainly 
there.  Allis-Chalmers  is  big  in  farm  and 
construction   machinery.    It   is   big   in 
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electrical  generating  equipment.  It  has 
a  diverse  line  of  other  kinds  of  ma- 
chinery. It  is  in  reasonable  financial 
shape,  with  $362.9  million  in  equity 
capital  and  only  Sill  million  in  debt. 

But  there  are  huge  weaknesses.  In 
nearly  every  field  A-C  has  powerful 
competitors  who  are  even  bigger: 
Deere  &  Co.  and  International  Har- 
vester in  farm  machinery;  Caterpillar 
Tractor  in  construction  machinery; 
General  Electric  and  Westinghouse 
Electric  in  utility  generating  machin- 
ery. Partly  because  it  is  in  so  many 
businesses,  A-C  is  burdened  with  stag- 
gering overhead.  Perhaps  most  impor- 
tant of  all,  it  has  lacked  the  kind  of 
cold,  hard  leadership  that  men  like 
Harold  Geneen,  Royal  Little  and 
fames  |.  Ling  have  made  a  byword 
in  recent  years.  Bob  Stevenson,  a  dedi- 
cated and  able  boss,  has  struggled 
hard  with  the  situation,  but  the  con- 
sensus is  that  he  has  been  too  close 
to  the  situation,  too  gentle  with  tra- 
dition. 

Working  with  Chairman  Stevenson, 
Scott  hopes  to  be  able  to  provide  the 


Scott  of  Allis-Chalmers 
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cold  steel  needed  to  supplement  Stev- 
enson's leadership.  But  he  will  have 
to  move  fast.  The  opportunities  that 
Scott  sees  in  A-C's  rich  but  relatively 
unproductive  assets  have  caught  other 
people's  eyes.  Ling-Temco-Vought  has 
twice  made  a  bid  for  Allis-Chalmers. 
Burt  Kleiner  has  bought  into  the  com- 
pany. General  Dynamics,  Signal  Oil  & 
Gas  and  City  Investing  have  made 
merger  offers.  Gulf  &  Western  made  a 
tender  offer  which  brought  it  3  million 
shares,  30%  of  the  outstanding  stock 
this  July.  They  all  saw  what  Scott  sees. 
The  difference  is:  "I  want  to  keep 
Allis-Chalmers  independent,"  he  says. 
"I  don't  want  to  end  up  the  head  of 
the  Allis-Chalmers  division  of  the  XYZ 
corporation."  (Management  is  keeping 
its  fingers  crossed  that  the  Federal 
Trade  Commission  will  prevent  Gulf 
&  Western  from  taking  over  control 
of  the  company.) 

Too  Relaxed? 

Dave  Scott  doesn't  look  tough,  but 
he  is  tough.  He  makes  it  clear  he  in- 
tends to  be  as  tough  as  necessary  to  do 
the  job  at  Allis-Chalmers.  He  believes 
he  can  "turn  Allis-Chalmers  around  in 
two  years,"  make  it  "a  great  company" 
in  ten.  His  goal  is  5/2%  to  6%  on  sales 
after  taxes,  15%  annual  growth  in  sales, 
earnings  per  share  of  $5  and  up.  He 
does  not  consider  this  immodest.  A 
former  General  Electric  executive, 
who  in  1949  won  GE's  Charles  E. 
Coffin  Award  for  conceiving  and  de- 
veloping processes  and  machinery  for 
the  automated  assembly  of  electronic 
tubes,  he  says:  "Ralph  Cordiner  used 
to  preach  to  us  constantly:  That  our 
goal  should  be  7%  on  sales  and  20% 
on  investment.  After  taxes." 

One  of  Allis-Chalmers'  problems, 
says  Scott,  is  that,  in  the  past,  it  has 
taken  a  too  relaxed  approach  to  an  in- 
creasingly tough  set  of  answers.  "We 
have  to  reorient  our  products,  our  serv- 
ices, our  people  to  6%"  he  declares. 
This,  he  admits,  will  mean  getting  rid 
of  some  people  in  management;  it  will 
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also  mean  "culling  out  certain  product 
lines."  He  will  not  reveal  which  product 
lines  he's  thinking  of.  "I  won't  tell,"  he 
says,  "because  it  would  lend  comfort  to 
a  couple  of  competitors,  but  remember 
this:  At  Colt,  we  eliminated  $17  mil- 
lion out  of  $150  million  in  sales  the 
first  year." 

Scott  adds:  "After  the  pruning,  we've 
got  to  come  up  with  products  to  re- 
place the  dogs,  products  with  higher 
profit  potential.  We've  got  to  re-ex- 
amine our  pricing  structure." 

Heads  are  certain  to  roll.  "We've  got 
to  reduce  costs.  If  I  ever  saw  an  op- 
portunity to  reduce  costs,  we've  got 
it.  This  company  has  far  too  much 
overhead." 

Scott  doesn't  expect  an  easy  time 
dealing  with  entrenched  attitudes  in 
a  company  that  is  an  institution  in  Mil- 
waukee, a  conservative  town.  But  he 
knows  what  to  expect.  "They're  bas- 
ically the  same  problems  we  faced  at 
Colt,  only  bigger  because  the  company 
is  bigger.  We  solved  them  at  Colt.  I 
think  I  know  how  to  solve  them  at 
Allis." 

/'//  Take  It,  If .  .  . 

Scott  formed  his  own  engineering 
company  after  his  graduation  from  the 
University  of  Kentucky,  hiring  as  his 
assistants  three  faculty  members  and 
five  fellow  students.  When  he  left  the 
concern  to  join  the  Navy  in  World 
War  II,  his  wife,  Eudora,  took  over  the 
management.  She  is  an  electrical  en- 
gineer. After  the  war,  he  joined  GE. 
He  was  general  manager  of  the  ca- 
thode-ray tube  department  when  he 
moved  to  Colt  in  1963. 

Scott  is  an  acquaintance  of  Steven- 
son, but  he  didn't  get  the  job  directly 
from  him.  "A  management  consultant 
firm  asked  me  whether  I'd  consider  be- 
coming the  operating  head  of  a  multi- 
national corporation  with  almost  a 
billion  in  sales,"  he  says.  "I  replied  that 
I  would— provided  the  job  would  lead 
lo  becoming  chief  executive  officer.  I 
didn't  hear  from  them  for  two  weeks. 
Then  they  called  back  and  said,  yes, 
the  job  would  lead  to  chief  executive 
officer.  Then  Bob  Stevenson  called.  The 
management  consultant  firm  told  me 
they'd  submitted  three  names  to  him. 
He  knew  me. 

"He  and  his  executive  committee 
were  very  frank  in  describing  the  com- 
pany's troubles.  Very  accurate.  Very 
blunt.  They  thought  I  would  blanch. 
I  didn't.  My  mind  kept  tracking.  I  kept 
thinking  about  how  I'd  solved  those 
things  at  Colt." 

If  he  can  solve  them  on  the  far  big- 
ger scale  that  is  Allis-Chalmers,  then 
Scotl  will  have  provided  a  stunning, 
almost  classic,  example  of  how  even 
the  biggest  company  can  be  changed 
by  bringing  in  a  new  man  at  the  top.  ■ 


Solving  Tomorrow's  Problems  Today 

That  policy  kept  White  Motor  from  being  swallowed 
up  years   ago   and  still  guides   the   company's 
bosses  as  it  approaches  the  $l-billion-sales  mark. 

A  shrewd  management  is  a  manage- 
ment that  anticipates  trouble  before 
it  strikes.  Nearly  20  years  ago— this 
was  long  before  the  present  takeover 
trend  was  really  rolling— management 
of  Cleveland's  White  Motor  Corp. 
realized  that  smallish,  locally  run  busi- 
nesses were  going  to  be  hard  put  to 
avoid  being  swallowed  up— especially 
if,  like  White,  the  company  was  a 
"loaded  laggard"  (  Forbes,  Sepf .  1 ) . 

White,  a  maker  of  heavy  trucks, 
solved  the  problem  by  becoming  big. 
It  got  big  largely  by  buying  up  other 
loaded  laggards.  Its  sales  climbed 
from  $10.3  million  in  1950  to  $770 
million  last  year,  with  profits  rising 
in  proportion.  The  acquisitions  did 
not,  however,  make  White  a  conglom- 
erate. It  bought  small  truckmakers  like 
Reo  and  Diamond  T,  small  farm  ma- 
chinery companies  like  Oliver  and 
Cockshutt. 

In  recent  years,  the  kind  of  acqui- 
sitions that  White  wants  have  been 
hard  to  come  by.  The  company,  more- 
over, had  no  desire  to  become  a  con- 
glomerate. But  management  felt  the 
company  had  to  be  bigger  still  to  sur- 
vive in  the  1970's.  It  tried  to  merge 
with  Cummins  Engine,  whose  en- 
gines power  85%  of  White's  trucks, 
but  the  Justice  Department  said  no 
So  White  settled  for  Hercules  Engine, 
an  admittedly  marginal  producer,  and 
began  developing  its  own  line  of  diesel 
engines,  to  be  ready  by  1972.  In  an- 
other instance,  White  bought  small 
Accurate  Parts,  Inc.,  with  the  idea  of 
setting  up  a  nationwide  chain  of  auto- 
motive replacement  parts  rebuilders. 
But  other  companies  wouldn't  sell  out, 
so  last  year  White  conceded  defeat 
and  sold  money-making  Accurate 
Parts— for  a  handsome  profit. 

Only  one  recent  move  panned  out. 
This  year  White  succeeded  in  getting 
into  the  off-highway  truck  business  by 
buying  part  of  General  Motors'  Euclid 
Division.  Off-highway  trucks  are  giant 
dump  trucks  used  in  open  pit  mining, 
quarrying,  and  dam  and  road  con- 
struction. White's  interest  in  that  mar- 
ket dates  back  to  the  early  Fifties. 
Its  hall -hearted  attempts  to  crack  the 
market  at  that  time  were  embarrass- 
ing failures.  So  when  the  Justice  De- 
partment Forced  General  Motors  to 
sell  Euclid,  which  CM  bought  in  1953, 
White  President  John  (Nev)  Bauman 
moved  quickly  to  get  it.  After  a  year 
of  negotiations  and  lor  $24  million. 
White   got    two   Euclid    plants,    a   line 


Bauman  of  White  Motor 

of  trucks  ranging  from  13  to  105 
tons  in  capacity,  and  the  famous  Eu- 
clid name.  White  figures  the  whole 
market  is  worth  $130  million  a  year 
and  is  growing  9%  annually.  For  1969, 
White  expects  its  Euclid  subsidiary  to 
produce  about  $45  million  in  sales  and 
capture  nearly  35%  of  the  market 
(chief  competitors:  International  Har- 
vester, Wabco,  KW  Dart  and  Unit  Rig 
&  Wheel). 

No  Gift  from  GM 

The  Euclid  deal  presents  some  prob- 
lems. White  was  not  able  to  acquire 
all  of  Euclid.  GM  keeps  the  scrapers, 
crawlers  and  loaders  that  it  developed 
after  1953.  Nor  can  White  integrate 
Euclid  into  other  White  truck  opera- 
tions because  off-highway  trucks  re- 
quire their  own  production  line,  use 
larger  engines,  and  are  sold  by  differ- 
ent dealers  to  different  customers.  It 
is,  in  short,  a  quite  different  business. 

There  are  other  problems.  Euclid's 
market  share  dropped  from  75%  in 
1953  to  35%  now.  Moreover,  its  prod- 
uct line  is  for  the  most  part  outmoded, 
and  a  half-dozen  strong  competitors 
are  now  in  the  field.  Furthermore, 
General   Motors   itself  has  vowed  to 
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re-enter  the  business  with  an  all-new 
line  of  trucks  in  1972,  when  its  Justice 
Department  ban  expires.  Worst  of  all, 
Caterpillar,  giant  of  the  earth-moving 
equipment  makers,  aims  to  enlarge  its 
present  toehold  in  dump  trucks  to  50% 
of  the  market  in  five  years;  this  also 
happens  to  be  White's  goal  for  Euclid. 
Why,  then,  did  White  buy  Euclid? 
Bauman  admits  that  it  was  the  only 
way  White  could  get  into  the  off-high- 
way truck  business  and  insists  that 
Euclid,  despite  its  troubles,  offers 
many  advantages.  "We  have  always 
been  interested  in  this  business,"  he 
-a\s.  "and  with  Euclid  we  have  a 
complete,  going  concern,  not  just  part 
of  a  company.  The  price  we  paid  was 
fair  and  we  anticipate  a  fair  return 
on  investment.  For  the  moment  we 
are  going  to  concentrate  on  building 
better  dump  trucks.  Whether  or  not 
we  uo  further  into  the  construction- 
equipment  business  depends  on  the 
opportunity." 

Is  Second  Best? 

Not  only  in  acquisitions  is  White 
running  into  obstacles.  It  has  had  to 
rethink  its  position  in  the  heavy  truck 


field,  where  it  had  once  hoped  to  over- 
take the  sales  lead  of  Internatonal  Har- 
vester. But  White  has  now  settled  firm- 
ly in  second  place.  "In  the  coming 
years,"  says  truck  group  Executive 
Vice  President  Henry  Nave,  "it  is  pos- 
sible that  our  market  penetration  may 
decline  but  our  profits  increase.  This 
happened  to  us  last  year.  The  ideal, 
of  course,  is  to  increase  both  market 
share  and  profits,  but  it  doesn't  always 
work  out  that  way." 

Certainly  White's  profitability  will 
be  helped  if  it  builds  some  of  its  own 
diesel  engines  for  its  farm  equipment 
and  trucks.  Right  now  it  buys  all  of 
those  engines  from  outside  manufactur- 
ers—even  direct  competitors— whereas 
Mack,  International,  Caterpillar  Trac- 
tor and  others  build  at  least  some  of 
their  own.  But  where  is  White's  big 
future  growth  coming  from?  Year-to- 
year  growth  in  heavy  trucks  and  farm 
equipment  is  slow  and  cyclical.  And 
White's  efforts  to  expand  its  truck  busi- 
ness, by  breaking  into  the  medium 
truck  market  have  been  disappointing. 
One  likely  diversification  area  is  con- 
tainerization  (Forbes,  Apr.  J).  White 
recently  hired  a  vice  president  away 


from  Detroit-based  Fruehauf,  the  big- 
gest trailer  maker,  but  won't  say  why. 
It's  unlikely  that  the  Justice  Depart- 
ment would  allow  White  to  merge 
with  Fruehauf  or  any  of  the  big 
trailer  builders,  so  if  White  does  move 
into  this  business,  it  will  have  to  ac- 
quire a  small  company,  just  as  it  did 
with  Hercules,  and  expand  from  that 
base. 

For  all  of  this,  White  is  doing  quite 
well.  Sales  this  year  should  be  about 
$850  million,  a  healthy  increase  of 
$80  million  over  last  year.  Profits  will 
be  about  the  same:  a  little  under  $29 
million— reflecting  higher  taxes,  wages 
and  materials  costs  and  a  softer  de- 
mand for  farm  equipment.  So  return 
on  equity  should  be  about  14%,  down 
from  the  19.5%  peak  of  1966  but  still 
far  higher  than  the  average  for  the 
Fifties  or  even  the  early  Sixties. 

But  White's  management  has  never 
been  satisfied  with  simply  doing  well 
today.  President  John  Bauman  can 
never  forget  that  White  avoided  the 
fate  of  many  a  small  company  only 
because  it  addressed  itself  to  the  prob- 
lem of  size  before  the  problem  was 
a  mortal  one.  ■ 


j. 


I 


Iowa's  Maytag  may  not  know  what  it's  doing,  but  it 
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Tucked  away  in  a  cornfield  in  Newton, 
Iowa  (pop.  16,000),  the  Maytag  Co. 
should  have  dried  up  long  ago.  The 
company  breaks  practically  every  rule 
in  the  major  appliance  business.  It 
makes  a  limited  line  of  expensive  wash- 
ers and  driers;  eschews  annual  model 
changes;  won't  sell  to  builders;  reluses 
to  sell  private-label  appliances  to  mass 
retailers;  won't  borrow  money  itself  or 
lend  money  to  any  of  its  15,000  deal- 
ers; won't  solicit  dealer  support  with 
lavish  junkets  and  giveaways;  is  not 
very  diversified;  and  is  sitting  on  $39 
million  in  cash,  close  to  half  its  assets. 

With  such  disdain  for  the  conven- 
tional wisdom  of  appliance  selling, 
what  right  has  little  Maytag  to  earn 
12.2%  on  its  sales  of  $140  million? 
(That's  more  than  double  anyone  else 
in  the  industry  and  near  the  top  of  all 
U.S.  industry.)  "None,"  complains  a 
competitor  who  last  year  barely  broke 
even.  "Maytag  earned  a  reputation  for 
better  quality  years  ago  when  other 
companies  were  having  problems. 
It's  still  living  off  that  reputation." 

Whatever  it's  living  off  of,  Maytag 


makes  the  most  of  its  approximately 
10%  share  of  the  $1.5  billion  washer- 
drier  market.  Whirlpool,  Westinghouse 
Electric,  Philco-Ford  and  General 
Electric  all  earn  less  than  5%  on  sales. 
Even  General  Motors  earns  only  8%. 
Maytag's  sparkling  24%  return  on 
equity  last  year  put  the  company  near 
the  top  companies  of  such  super-prof- 
itable industries  as  drugs,  cosmetics 
and  soaps,  and  way  ahead  of  the  18% 
of  major  competitor,  Whirlpool. 

Value  tor  Money 

"No  one  has  really  been  able  to  ex- 
plain how  we  make  so  much  money, 
and  I'm  not  at  all  sure  we  can  pinpoint 
the  reason  ourselves,"  confesses  May- 
tag President  Emerson  Granville  Hig- 
don,  59.  "I  guess  we're  a  little  better  off 
with  a  short  line  compared  to  others 
who  have  their  attentions  divided 
among  so  many  different  things,  but 
this  is  only  part  of  it.  We  may  be  old- 
fashioned  and  our  procedures  may 
sound  a  little  homespun,  but  we  don't 
think  there's  much  substitute  for  build- 
ing a  good  product  with  the  best  peo- 


ple we  can  find  and  giving  our  custom- 
er value  for  her  money." 

If  Maytag  is  feeding  off  its  reputa- 
tion, it  feels  that  its  reputation  is  worth 
cultivating.  Most  other  appliance  mak- 
ers coneentrate  their  marketing  money 
and  energy  on  selling  the  dealer.  May- 
tag is  oriented  to  the  housewife.  Its 
theory  is  that  if  the  housewife  can  be 
sold,  then  her  demand  will  pull  its 
washers  and  driers  through  the  distri- 
bution channels.  And  Maytag's  power- 
ful draw  permits  it  to  ask  for  and  get 
a  higher  markup,  thereby  sweetening 
its  own  and  its  dealers'  pocketbooks. 

"We  believe  strongly  in  keeping  the 
lines  between  ourselves  and  the  house- 
wife as  short  as  we  can,"  Higdon  says. 
"That's  why  we  sell  direct  to  our  deal- 
ers and  not  through  distributor  organ- 
izations or  jobbers."  That  also  means 
that  Maytag  pockets  what  other  manu- 
facturers and  their  distributors  would 
pay  for  snowing  the  dealers.  "If  they 
want  to,"  says  Higdon,  "dealers  in  the 
appliance  business  today  can  be  gone 
all  the  time  on  trips  given  by  the  manu- 
facturers. We  would  rather  have  them 


Out-Kaisering  the  Kaisers 

Kaiser  Aluminum  has  been   the  fastest  growing  of  the 
Kaiser  companies.   But  pell-mell  expansion  has  its  price. 

The  restless,  never-ending  pursuit  of 
new  ventures  was  the  main  legacy  of 
the  late  Henry  J.  Kaiser  to  his  Oak- 
land, Calif. -based  empire  (Forbes, 
Apr.  15).  All  around  the  world  Kai- 
ser's aluminum,  steel,  cement,  con- 
struction and  automotive  businesses 
follow  the  same  rule:  When  you  see 
an  opportunity,  grab  it.  Frequently 
this  has  meant  sacrificing  profits  in  the 
name  of  growth  and  expansion.  But  it 
has  also  made  the  $2-billion  Kaiser 
empire  one  of  the  biggest  and  most 
successful  global  operators  around. 

Among  the  Kaiser  companies  none 
follows  the  founder's  rule  more  reli- 
giously than  President  Thomas  J. 
Ready's  Kaiser  Aluminum  &  Chemical 
Corp.  By  goinij  heavily  into  debt  ($415 
million  at  last  reckoning)  and  plowing 
back  profits,  Ready,  58,  has  pushed 
KA&C's  revenues  from  s  1:37  million  n 
1963  to  $771  million  in  J 967.  Once 
primarily  a  producer  and  Fabricator  of 
aluminum,  the  company  now  gets  15% 
of  its  sales  from  chemicals.  U  has  en- 
tered the  nickel  business  .  \  w  Cale- 
donia, the  phosphate  busines    in  Peru, 


Ready  0/  Kaiser  Aluminum 


the  iron  ore  business  in  Canada.  At  the 
same  time,  it  has  expanded  into  new 
aluminum  products  like  cans  and  elec- 
trical wire.  Tom  Ready  views  all  this 
with  considerable  satisfaction.  "Now," 
he  says  cheerfully,  "we  are  becoming 
a  fully  diversified  company." 

Too  Much 

But  if  Ready  has  been  out-Kaiser- 
ing  the  other  Kaiser  companies  in  sales 
growth  and  diversification,  he  has  also 
been  outdoing  his  sister  companies  in 
another  regard:  sacrificing  profits  to 
achieve  these  goals.  In  1967,  a  mod- 
erately poor  year  in  the  aluminum  in- 
dustry, KA&C  experienced  a  9%  drop 
in  profits  (to  $3  a  share)  on  a  1%  de- 
crease in  revenues.  This  year  KA&C's 
revenues  have  turned  up  again— 11%  to 
$463  million  in  the  first  half.  Yet  its 
earnings  actually  slipped  a  bit  from 
$1.74  to  $1.70  a  share.  KA&C  could 
well  suffer  its  second  yearly  earnings 
decline  in  a  row. 

Kaiser  was  not  alone  in  reporting 
lower  earnings  last  year.  Demand  in 
the  five  biggest  aluminum  markets  fell 
off  from  3.7%  to  7.7%,  catching  all  alu- 
minum makers  with  inventories  they 
had  to  unload  at  reduced  prices.  In  the 
first  half  of  1968,  however,  Aluminum 
Co.  of  America  staged  a  recovery.  Its 
sales  jumped    14%  and   earnings   10% 
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in  the  store  selling  and  take  care  of 
them  in  some  other  way.  We  don't 
think  a  dealer  is  going  to  sell  anything 
in  Las  Vegas." 

Maytag  also  makes  substantial  sav- 
ings by  refusing  to  come  out  with  an- 
nual model  changes.  This  decision  also 
springs  from  its  approach  to  its  ulti- 
mate customers.  "Take  any  customer 
and  show  her  laundry  products  made 
over  the  past  two  or  three  years,  and 
I'll  bet  she  can't  distinguish  one  from 
another,"  Higdon  says.  "Most  annual 
model  changes  in  our  industry  are 
aimed  at  stimulating  the  dealers,  not 
the  customers.  Unless  Maytag  can 
come  up  with  a  significant  improve- 
ment which  will  justify  the  added  cost, 
we  don't  make  model  changes.  In  fact, 
we've  had  only  one  full-line  change 
in  our  history." 

The  centralization  of  Ma>  tag's  facil- 
ities around  Newton  and  the  high  de- 
gree of  vertical  integration  are  also 
ingredients  in  Ma>  tag's  recipe  for  prof- 
itv  "All  the  divisional  vice  presidents 
are  within  100  yards  of  my  office," 
Higdon  says,  "and  we  don't  have  to 
wait  for  the  mails  to  decide  on  a  solu- 
tion to  a  problem.  We  make  virtually 
everything  that  goes  into  the  Maytag 
products  with  the  major  exception  of 


Maytag' s  E.  G.  Higdon  offers 
a  new  dishwasher:  "You  don't 
have    to    rinse    the    dish    first." 


motors  and  other  electrical  parts." 

If  the  formula  works  so  well  for 
washers  and  driers,  why  hasn't  Maytag 
tried  it  on  other  major  appliances?  In 
the  1950s  Maytag  did  try  to  sell  Globe 
American  ranges  and  Amana  refrige- 
rators under  the  Maytag  label.  Both 
attempts  failed.  But  with  the  washer 
market  almost  saturated  at  80%  plus, 
Maytag  feels  renewed  pressure  to  di- 
versify. This  time  it's  trying  it  inter- 
nally in  order  to  preserve  its  central- 
ized management  and  manufacturing. 
Recently  the  company  introduced  a 
portable  clothes  drier  and  a  dishwash- 
er. And  it  is  working  on  a  built-in 
dishwasher  and  a  garbage  disposer. 

Maytag  should  be  able  to  develop 
these  new  markets  without  making 
much  of  a  dent  in  its  bulging  treasury. 
But  here  too  Higdon  has  no  apologies 
to  make  for  the  company's  special  style 
of  play.  "Some  thought  in  the  past  that 
if  you  had  this  much  cash  you  should 
apologize  for  it,"  he  says.  "We  don't.  It 
enables  us  to  do  a  great  many  things 
like  entering  the  dishwasher  market 
without  having  to  go  to  the  bank.  I 
don't  see  anything  wrong  with  our  set- 
up and  neither  do  our  stockholders. 
Besides,  it's  comforting  to  have  so 
much  cash."  ■ 


Revenues  went  up  14't  at  Reynolds 
Metal  Co.  Except  for  strikes  at  six  ol 
its  plants,  profits  would  have  risen  too. 
Hut  Kaiser,  despite  increased  revenues, 
an  absence  of  strikes  and  a  highly 
leveraged  balance  sheet,  failed  to  im- 
prove its  profits. 

All  this  is  somewhat  embarrassing 
to  Tom  Ready,  a  26-year  Kaiser  vet- 
eran and  president  since  1963.  Last 
March  he  told  KA&C  stockholders  that 
"We  look  forward  to  significant  gains 
in  sales  and  earnings"  in  1968.  When 
asked  last  month  what  had  happened. 
Ready  mentioned  things  like  higher 
wage  rates  and  weak  prices.  But  Alcoa 
.and  Reynolds  faced  the  same  prob- 
lems. The  main  reason,  though  Ready 
is  loath  to  admit  it,  is  that  Kaiser  Alu- 
minum has  for  the  moment  bitten  off 
more  than  it  can  chew  in  the  way  of 
new  ventures. 

By  moving  outside  the  aluminum 
industry.  Ready  figured  he  could  offset 
the  cyclical  aspects  of  the  business. 
Kaiser  made  its  first  major  move  in 
this  direction  three  years  ago  when  it 
acquired  ammonia  producer  Southern 
Nitrogen  Co.  of  Savannah,  Ga.  for  $40 
million  in  stock.  This  put  Kaiser 
squarely  in  the  fertilizer  market,  a 
market  that  has  since  been  riddled  by 
overcapacity  and  plummeting  prices. 
In  1967,  Ready  says,  Southern  Nitro- 


gen produced  a  profit,  "but  not  what 
vvc  thought  it  should."  So  far  in  1968, 
however,  its  profits  have  become  even 
smaller.  Still,  Ready  is  confident  the 
world's  demand  for  food  will  eventual- 
ly pull  the  fertilizer  industry  out  of  the 
doldrums.  So  last  year  Kaiser  took  an 
80%  interest  in  a  large  phosphate  de- 
posit in  Peru.  Between  now  and  1971, 
when» Kaiser  plans  to  sell  the  raw  ma- 
terial, Ready  will  spend  $70  million  to 
$90  million  on  the  project. 

Chemicals  haven't  been  Kaiser's 
only  venture  outside  aluminum.  It  en- 
tered into  a  joint  venture  with  France's 
Societe  Le  Nickel  in  a  bold  attempt  to 
challenge  International  Nickel  Co.'s 
dominance  of  the  world  nickel  market. 
It  began  negotiating  with  the  French 
company  some  six  years  ago.  "The 
main  holdup,"  Ready  explains,  "is  the 
French  just  do  things  slower.  But  we 
finally  got  the  thing  under  way."  Still, 
this  project  is  not  expected  to  contrib- 
ute a  nickel  to  profits  until  1971. 

Fabricated  Troubles 

Another  major  part  of  Ready's  ex- 
penditures has  been  to  move  Kaiser 
deeper  into  the  aluminum  fabricating 
business,  now  72%  of  total  aluminum 
sales.  Kaiser  tried  to  enter  the  alu- 
minum foil  market,  but  it  came  a  crop- 
per. Last  year  it  converted  those  oper- 


ations to  making  industrial  foil.  "Foil 
just  cost  too  much  to  promote,"  Ready 
says.  Since  then  he  has  gotten  Kaiser 
into  aluminum  cans  and  high-voltage 
electrical  cable.  Early  prospects  are 
good  in  all  of  these  lines.  However, 
many  of  the  plants  are  still  being  con- 
structed and  others  are  starting  up. 

Ready  also  has  been  hedging  his 
bets  by  becoming  a  substantial  part- 
ner in  several  overseas  ventures.  In 
Australia,  Ghana  and  India,  Kaiser  has 
helped  finance  the  construction  of 
three  aluminum  complexes  that  have 
just  begun  to  turn  the  profit  corner. 

With  all  these  projects  in  process, 
Kaiser's  future  beyond  1968  would 
seem  bright.  Certainly  no  metals  shows 
greater  promise  than  aluminum  and 
nickel,  and  one  day  the  company's 
position  in  fertilizers  could  pay  off 
handsomely.  KA&C  is  also  strong  in 
real  estate.  It  is  a  partner  with  Penn- 
Central  Co.  and  KA&C  parent,  Kaiser 
Industries,  in  the  large  Rancho  Cali- 
fornia development. 

Yet  Ready  continues  to  think  big. 
Even  now  he  is  talking  about  sales  of 
$1.8  billion  by  1975,  or  well  over 
twice  the  company's  present  level.  All 
of  which  raises  the  question  whether 
Ready,  no  matter  how  wisely  he 
chooses  his  moves,  may  not  be  follow- 
ing Henry  J.'s  legacy  too  zealously.  ■ 
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Jacob  Blaustein?  Who's  He? 

Just  a  giant  figure  in  the  oil  industry.  Just  a  prominent  part-time  diplomat  who  has  made  his- 
tory. A  multimillionaire.  Yet  a  man  who  has  always  attempted  to  avoid  the  business  spotlight. 


He  helped  talk  Vyacheslav  Molotov 
and  the  other  delegates  at  the  United 
Nations  conference  in  San  Francisco 
in  1945  into  accepting  the  human 
rights  provisions  of  the  UN  Charter, 
and  later  he  played  a  major  part  in 
convincing  David  Ben-Gurion  to  ac- 
cept the  UN  plan  to  partition  Pales- 
tine. Still  later  he  negotiated  with 
Chancellor  Konrad  Adenauer  the  deal 
under  which  West  Germany  agreed  to 
pay  the  surviving  victims  of  Adolf 
Hitler's  crimes  a  total  of  $10  billion  in 
reparations. 

Day  in,  day  out  for  months  he 
fought  the  Russians  at  the  UN.  One 
of  the  demands  of  the  Soviet  Union 
was  the  forced  repatriation  of  all  Rus- 
sians and  other  Eastern  Europeans  left 
on  this  side  of  the  Iron  Curtain  when 
World  War  II  ended.  He  opposed  the 
demand  because  he  knew  that  "if  they 
had  gotten  those  people  back,  the 
probability  is  they  would  have  liqui- 
dated them."  He  also  debated  the  Rus- 
sians on  Korea,  demanding  a  UN-su- 
pervised election  to  unite  the  country. 
These  were  bitter  debates,  but  soon 
after,  he  says,  "a  curious  thing  hap- 
pened: I  ran  into  my  two  Russian  op- 
ponents, Arkady  Sobolev  and  Jacob 
Malik,  in  the  lounge  of  the  United 
Nations.  They  put  their  anus  around 
me  and  lacob  Malik  said,  'Your  gov- 
ernment is  no  good  but  you're  all  right. 
Let's  have  a  drink.'  " 

This  is  not  the  portrait  of  a  profes- 
sional diplomat.  It's  the  portrait  of 
Jacob  Blaustein,  a  man  born  into  the 
oil  business,  who,  at  75,  has  spent  his 
entire  life  in  the  oil  business.  A  direc- 
tor of  Standard  Oil  Co.  (Ind. ),  he  and 
his  family  and  their  various  enterprises 
and  trusts,  according  to  a  recent  proxy 
statement,  own  approximately  2.7  mil- 
lion shares  of  the  company's  stock 
(3.6$)  worth,  at  current  prices,  more 
sl42  million.  They  are  the  com- 
pany's largest  stockholder.  In  addi- 
tion, through  family-held  corporations, 
American  Trading  &  Production  Corp. 
and  Blaustein  Industries,  they  own 
and  operate  a  fleet  of  tankers;  oil  wells 
in  Texas  and  Louisiana;  several  manu- 
facturing companies;  have  vast  real- 
estate  holdings  in  Baltimore,  Dallas, 
San   Diego  and   Los  are  the 

controlling  stockholders  in  Maryland's 
second-    or    third-lai  bank,    the 

Union  Trust  Co.;  am.  ijor  stock- 
holders in  the  United  S  tes  Fidelity 
&  Guarantee  Co. 


Jacob  Blaustein 

Blaustein's  family  wealth  was  made 
by  him  and  his  father,  not  inherited. 
Altogether,  the  Blaustein  fortune  has 
been  estimated  at  between  $150  mil- 
lion and  $200  million,  enough  to  place 
it  among  the  largest  in  America  today. 

Jacob  Blaustein  is  a  most  unusual  oil 
man.  He  defies  all  the  stereotypes.  He's 
not  a  Texan;  he  comes  from  Baltimore 
and  has  lived  there  all  his  life.  He's 
not  big,  burly  and  boisterous,  but  slen- 
der and  soft-spoken.  He  dresses  as 
quietly  as  a  bank  president,  drinks 
sparingly,  raises  orchids,  collects  paint- 
ings—Gauguin, Derain,  Utrillo— enjoys 
listening  to  classical  music  and  used  to 
play  the  piano.  A  graduate  of  Lehigh 
University— at  the  ripe  age  of  18— he 
also  holds  eight  honorary  doctorates, 
including  one  from  Lehigh,  and  many 
other  awards. 

For  all  his  mild  manner,  he's  just  as 
tough  as  any  of  his  fellow  oil  tycoons. 
It's  not  only  the  Russians  who  have  dis- 
covered this;  the  oil  industry,  including 
the  old,  departed  management  of 
Standard  of  Indiana,  lias,  too. 

Father  Started  It 

The  story  of  Jacob  Blaustein  really 
begins  with  his  father,  Louis  Blaustein, 
who  came  to  America  from  Lithuania 
while  still  in  his  early  teens.  Like  so 
mam    immigrants  of  his  time,  he  be- 


came a  peddler,  traveling  with  his 
wares  by  horse  and  buggy  from  farm 
to  farm  in  eastern  Pennsylvania.  Later 
he  opened  a  small  dry-goods  store  in 
Downingtown.  After  several  years  he 
moved  to  Baltimore,  where  he  started 
a  wholesale  grocery  store. 

Among  other  things,  he  sold  coal  oil, 
as  kerosene  was  then  called.  The  job- 
ber delivered  the  coal  oil  in  wooden 
barrels,  which  he  left  on  the  sidewalk, 
and  the  elder  Blaustein  noticed  that  on 
hot  days  the  glue  holding  the  staves 
together  melted,  letting  some  of  his 
profits  leak  away.  He  made  a  sugges- 
tion: W7hy  not  deliver  the  coal  oil  in 
a  steel  tank  with  a  spigot,  placed  on  a 
dray  wagon?  The  jobber  was  so  im- 
pressed with  the  idea  that  he  offered 
Blaustein  a  job  as  a  salesman. 

Louis  Blaustein  had  invented  the 
oil  tank-wagon. 

From  the  jobber,  Blaustein  went  to 
work  for  a  small  oil  refinery  in  Balti- 
more. "Competition  was  rough  and 
ruthless  in  those  days,"  says  Jacob 
Blaustein.  "Standard  Oil  [N.J.]  was 
out  to  ruin  the  small  refiners  by  un- 
derselling them.  For  example,  a  50- 
gallon  barrel  generally  cost  $1.50. 
Standard  at  times  would  think  nothing 
of  selling  coal  oil,  barrel  included,  for 
3  cents  a  gallon,  $1.50,  just  the  cost 
of  the  barrel  itself." 

Standard  wiped  out  Louis  Blau- 
stein's employer,  and  then  it  offered 
Blaustein  a  job.  "My  father  worked 
for  Jersey  Standard  for  18  years,"  says 
Jacob  Blaustein,  "and  then  one  day  in 
1910  they  called  him  in  and  said  they 
wanted  to  send  him  to  Germany  to 
organize  the  company  there.  My  father 
agreed,  but  my  mother,  Henrietta,  said 
nothing  doing.  She  said:  'I  had  enough 
of  the  old  country.  I'm  not  going  back. 
Our  children  were  born  in  America 
and  1  want  them  reared  in  America, 
a  free  country.' 

"It's  a  lucky  thing  for  us  she  put  her 
foot  down.  Had  we  gone  to  Germany, 
we  might  all  have  been  annihilated." 

Blaustein  soon  after  quit  Standard 
and  started  his  own  company,  Ameri- 
can Oil.  Despite  the  impressive  name, 
it  consisted  merely  of  three  men,  a 
small  tank  wagon  and  a  horse,  operat- 
ing from  a  converted  stable.  The  men 
were  Louis  Blaustein,  the  precocious 
Jacob,  who  had  just  been  graduated 
from  Lehigh,  and  the  driver  of  the 
wagon.  They  were  jobbers,  selling  ker- 
osene to  retailers. 
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"My  father's  experience  with  Stand- 
r  ard  had  taught  him  one  thing:  In  the 
oil  business,  if  you  were  small,  you 
could  not  hope  to  compete  with  a 
bigger  company  by  cutting  prices. 
You  could  only  compete  with  innova- 
tions," says  Blaustein.  "The  bigger 
company  always  could  undersell  you." 

The  Blausteins'  first  innovation  was 
the  drive-in  gasoline  station  in  the 
U.S.  It  was  on  Cathedral  Street  in 
Baltimore.  "Until  we  got  the  idea." 
says  Jacob  Blaustein,  "you  had  to  serv- 
ice autos  at  the  curb.  It  was  a  clumsy 
operation." 

"See  What  You  Get" 

Next  the  Blausteins  invented  a  gaso- 
line pump  that  enabled  a  motorist  to 
see  just  how  much  gas  he  was  get- 
ting. Until  then  all  pumps  were 
"blind."  The  motorist  knew  that  a  cer- 
tain number  of  turns  of  the  crank  were 
supposed  to  pour  a  certain  number  of 
gallons  of  gasoline  into  his  car,  but  it 
was  verj  easy  for  the  gas  attendant 
to  make  a  mistake  in  counring.  "And 
even  with  an  honest  gas  attendant  you 
could  be  cheated,"  says  Jacob  Blau- 
stein. "The  attendant  might  crank  the 
liandle  a  couple  of  times  without  any 
gasoline  going  into  your  car,  because 
diere  wasn't  enough  suction  yet  in 
the  pump." 

What  the  Blausteins  did  was  put  a 
five-gallon  calibrated  water  jar  on  top 
of  the  pump.  The  gasoline  was  first 
pumped  into  the  jar  and  then  it  was 
poured  into  the  car.  The  Blausteins 
promoted  this  device  with  the  slogan: 
"See  What  You  Get;  Get  What  You 
See."  It  was  the  forerunner  of  today's 
metered  pump. 

Their  greatest  innovation— the  one 
that  really  made  American  Oil— was 
antiknock  gas.  In  the  early  days  of  the 
automobile,  gasoline  was  of  low  oc- 
tane. As  the  auto  manufacturers  im- 
proved the  engines,  this  low-octane  gas 
began  to  cause  a  bothersome  knock 
because  it  didn't  burn  fast  enough.  The 


Blausteins  got  the  idea  of  mixing  ben- 
zol, a  volatile  by-product  of  coke,  with 
the  gasoline  they  were  selling.  They 
hired  a  chemist,  and  by  a  process  of 
trial  and  error,  finally  hit  on  a  mixture 
that  would  burn  more  readily  than 
regular  gasoline  without  blowing  up 
the  car.  They  called  it  Amoco  and 
charged  5  cents  more  a  gallon  for  it, 
promoting  it  with  the  slogan:  "Feed 
your  car  Amoco-Gas  and  you'll  think 
it's  on  a  diet— it  requires  so  little." 
Amoco-Gas  powered  Charles  A.  Lind- 
bergh's Spirit  of  St.  Louis  on  its  flight 
across  the  Atlantic  to  Paris.  Not  until 
Jersey  Standard  came  out  with  Ethyl 
did  Amoco  have  a  rival. 

The  Blausteins  built  American  Oil 
into  a  great  company,  but  it  was  a 
vulnerable  one  because  it  had  to  de- 
pend on  competitors  for  its  supplies  of 
gasoline.  They  decided  to  make  them- 
selves independent  of  their  competi- 
tors. That  decision  was  to  lead  to  a 
slam-bang,  court  battle  with  Standard 
Oil  of  New  Jersey  and  Standard  Oil  of 
Indiana. 

Jacob  Blaustein  will  not  discuss  it 
now.  He  says:  "I  get  along  fine  with 
the  present  management  of  Standard 
of  Indiana.  The  old  management  is  all 
gone— by  death  and  otherwise.  I  don't 
want  to  reopen  old  wounds."  However, 
the  facts  are  a  matter  of  record,  and  the 
record  runs  to  thousands  of  pages. 

\\  hat  happened  was  this:  To  assure 
themselves  of  a  dependable  source  of 
supply,  the  Blausteins,  in  1923,  sold  a 
half  interest  in  American  Oil  to  Pan 
American  Petroleum  &  Transport.  Pan 
American  was  then  an  independent 
company,  with  large  reserves  of  crude, 
refineries,  tankers  and  terminals. 

Some  time  later  Indiana  Standard 
started  buying  into  Pan  American.  By 
1929  it  owned  approximately  96%  of 
the  stock.  In  1932,  as  part  of  a  major 
deal,  Indiana  Standard  ordered  Pan 
American  to  sell  all  its  foreign  proper- 
ties to  Jersey  Standard.  The  deal  in- 
cluded Pan  American's  crude  oil  re- 


serves, its  tanker  fleet,  and  its  refinery 
at  Aruba.  In  exchange,  Indiana  Stan- 
dard received  a  large  block  of  stock 
in  Jersey  Standard,  much  of  which 
Indiana  has  since  paid  out  to  its  own 
stockholders. 

Boomerang 

The  Blausteins  were  in  a  box.  Hav- 
ing started  out  to  make  themselves 
independent  of  their  competitors,  they 
now  found  themselves  at  the  mercy  of 
their  biggest  competitor,  Jersey  Stand- 
ard, since  Jersey  Standard  now  owned 
Pan  American's  facilities.  They  asked 
Pan  American  to  let  American  Oil 
build  its  own  refinery.  Indiana  Stand- 
ard would  not  permit  it.  Thereupon 
they  threatened  legal  action  to  prevent 
the  sale  of  Pan  American's  foreign 
properties  to  Jersey  Standard.  At  that, 
Indiana  Standard  agreed  to  a  compro- 
mise. The  agreement  provided  for  a 
merger  of  Pan  American  and  American 
Oil,  under  which,  in  exchange  for  their 
remaining  50%  of  American  Oil,  the 
Blausteins  were  to  get  a  block  of  stock 
in  Pan  American.  Louis  Blaustein  be- 
came president  and  Jacob  Blaustein 
executive  vice  president  of  Pan  Ameri- 
can, and  chairman  of  the  board  and 
president,   respectively,   of  American. 

The  agreement  also  provided  for 
making  the  merged  company  fully  in- 
tegrated, meaning  Pan  American  would 
not  have  to  buy  refined  products  from 
Indiana  Standard  or  Jersey  Standard 
but  could  build  its  own  refineries  and 
produce  and  buy  its  crude  oil  wherever 
it  was  advantageous  to  do  so. 

The  agreement  was  signed  on  Jan.  1, 
1933.  But  soon  after,  Indiana  Standard 
announced  that,  because  of  the  De- 
pression, it  didn't  make  economic  sense 
for  Pan  American  to  build  its  own  re- 
finery. Instead,  Indiana  Standard  or- 
dered Pan  American  to  buy  its  refined 
products  from  a  subsidiary  of  Jersey 
Standard.  Indiana  Standard  also  or- 
dered Pan  American  to  buy  its  crude 
from  a  subsidiary  of  Indiana  Standard 


The  First  Tank  Wagon:  It  carried  280  gallons  of  oil.  Jacob  Blaustein  now  keeps  it  in  the  stable  of  his  Maryland  estate. 
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and  to  use  a  pipeline  belonging  partly 
to  a  subsidiary  of  Indiana  Standard  and 
partly  to  a  subsidiary  of  Jersey  Stand- 
ard. In  1937,  the  Blausteins,  father  and 
son,  brought  suit  against  both  Indiana 
Standard  and  Jersey  Standard.  It  was 
a  ease  of  David  and  his  son  taking  on 
two  Goliaths. 

The  suit  went  on  for  years,  during 
which,  in  1937,  Louis  Blaustein  died. 
It  went  from  court  to  court.  The  Blau- 
stein lawyer  was  Henry  L.  Stimson, 
Herbert  Hoover's  Secretary  of  State. 
One  day,  while  Stimson  and  Jacob 
Blaustein  were  discussing  the  case  in 
Stimson's  office,  the  phone  rang.  It  was 
Franklin  D.  Roosevelt.  The  President 
told  Stimson:  "I'd  like  you  to  become 


of  director  who  merely  adorns  his 
company's  letterhead.  He  flies  out  to 
Chicago  several  times  a  month  to  meet 
with  management  and  the  other  direc- 
tors, and  he  travels  constantly  inspect-" 
ing  company  properties  and  discussing 
company  business.  On  his  business 
and  his  diplomatic  missions,  one  day 
will  find  him  in  Texas,  another  in 
Alaska,  a  third  in  New  York,  a  fourth 
in  London  or  Geneva,  a  fifth  in  the 
Near  East,  a  sixth  in  Washington.  Al- 
though he  lives  with  his  wife  Hilda  in 
a  three-story  stone  house  on  a  200-acre 
farm  in  a  suburb  of  Baltimore,  he  main- 
tains an  apartment  in  New  York  be- 
cause that  has  been  the  headquarters 
of   American    Oil    and    is    the    head- 


In  The  Beginning.  The  photo  was  taken  in  1912,  two  years  after  Louis  Blaustein 
(left)  founded  American  Oil  in  this  one-room  office  in  a  converted  stable.  Says 
Jacob  Blaustein  (right):  "He  was  the  first  violinist  and  I  played  second  fiddle." 
Louis  and  Jacob  got  up  at  4  to  open  the  office.  By  5:30,  Jacob  was 
making  the  rounds  of  kerosene  retailers  with  the  driver  of  the  company  tank 
wagon  (photo,  p.  27).  "I  was  the  salesman,"  he  says,  "darting  in  and  out  of  the 
neighborhood  stores  taking  orders."  Actually,  the  orders  weren't  just  there 
for   the    taking,    for    the   competition   among   kerosene   jobbers    was    rough. 


my  Secretary  of  War."  Stimson  ex- 
plained that  he  was  in  the  middle  of  a 
case.  Blaustein  interrupted:  "You  can't 
refuse  a  request  like  that."  He  went  out 
and  got  another  top  lawyer,  former 
New  York  Governor  Nathan  Miller, 
then  chief  counsel  to  U.S.  Steel,  to 
head  the  Stimson  staff. 

In  1954,  after  17  years  of  litigation, 
the  suit  was  finally  settled  by  a  deal 
under  which  Pan  American  and  Ameri- 
can Oil  were  merged  into  Indiana 
Standard  with  the  Blaustein  family  re- 
ceiving Standard  stock  and  Jacob  Blau- 
stein going  on  the  board.  Far  from 
having  its  own  enterprise  finally  swal- 
lowed up  in  the  old  Standard  Oil  com- 
plex, the  Blaustein  family  ended  u]  as 
the  largest  stockholder  in  Indiana 
Standard,  third-largest  unit  of  the  old 
Rockefeller  empire. 

Blaustein  is  not  the  kind  of  stock- 
holder who  merely  sits  back  and  counts 
his  dividends,  nor  is  Blaustein  the  kind 


quarters  of  the  United  Nations.  He  also 
maintains  an  apartment  in  Chicago, 
because  that  is  the  headquarters  of 
Indiana  Standard. 

"Oil  Is  Exciting" 

He  operates  from  a  30-story  tower 
of  aluminum  and  glass  on  the  corner 
of  Charles  and  Fayette  Streets  in  Bal- 
timore. The  Blaustein  Building  is  diag- 
onally across  the  street  from  the 
Charles  Center  urban  renewal  project 
of  the  Baltimore  Urban  Renewal  & 
Housing  Agency  but  is  not  part  ol  the 
project.  Blaustein  didn't  want  any  fi- 
nancial help  from  the  Government 
because  he  knew  it  would  mean  gov- 
ernment interference.  In  that  attitude, 
he  does  fit  the  stereotype  of  the  oil  man. 

He  fits  the  stereotype  in  one  other 
way:  He  loves  the  oil  business.  He 
says:  "It's  exciting.  There's  no  excite- 
ment in  putting  up  a  building,  but 
when  you  sink  $1.5  million  into  a  well 


not    knowing    whether    it's    going    to 
come  in  and  pay  off— that's  exciting." 

Despite  his  multitude  of  business  en- 
terprises, Blaustein  has  always  been 
active  in  voluntary  organizations— Jew- 
ish and  non-Jewish— in  philanthropy, 
in -government— under  five  presidents— 
and  in  politics.  He  was  president  of 
the  American  Jewish  Committee  for 
the.  maximum  term  of  five  years  and 
still  is  honorary  president.  During 
World  War  II,  he  was  acting  chairman 
of  the  marketing  committee  of  the  U.S. 
Petroleum  Administration.  Right  now, 
he's  a  member  of  the  President's  Com- 
mission on  Marine  Science,  Engineer- 
ing &  Resources,  a  job  he  finds  intri- 
guing because,  he  says:  "The  oceans 
comprise  five-sevenths  of  the  earth's 
surface  and  at  the  bottom  of  the  seas 
are  to  be  found  untold  quantities  of 
minerals  [hard  and  petroleum]  while 
in  the  seas  are  living  resources,  food 
and  protein  [to  help  feed  the  many 
undernourished  people  of  the  world]. 
The  function  of  our  commission,  sim- 
ply stated,  has  four  broad  objectives: 
1)  how  to  develop  the  marine  food 
and  mineral  resources;  2)  how  to  util- 
ize the  marine  resources  to  enhance 
U.S.  prosperity  and  benefit  all  man- 
kind; 3)  how  to  devise  means  of  inter- 
national cooperation  so  nations  will  not 
grab  and  fight  over  these  great  re- 
sources; and  4)  to  recommend  a  plan 
of  federal  governmental  organization 
best  adapted  to  support  the  program- 
instead  of  the  large  number  of  federal 
agencies  now  handling  various  aspects 
of  it.  This  is  not  an  easy  task,  but  it's 
a  most  important  and  fascinating  one." 

His  career  in  diplomacy  began  in 
1945  when  President  Franklin  D. 
Roosevelt  summoned  him  and  former 
Judge  Joseph  M.  Proskauer,  then  a 
prominent  New  York  attorney,  to 
Washington.  The  formative  meetings 
of  the  United  Nations  were  about  to 
begin  in  San  Francisco.  The  President 
gave  Blaustein  and  Proskauer  the  job 
of  getting  provisions  on  human  rights 
included  in  the  UN  Charter. 

Not  unexpectedly,  they  found  op- 
position. Molotov  was  dead-set  against 
the  idea.  Blaustein  recalls  the  argu- 
ments: "No  one  was  ever  sure  whether 
Molotov  understood  English,"  he  says. 
"He  would  look  at  us  as  we  spoke,  his 
face  a  complete  deadpan,  and  when 
we  stopped  speaking  he  would  say. 
without  the  slightest  change  of  expres- 
sion, 'Nokay.'  No  one  really  knew 
whether  he  meant  yes  or  no.  It  was 
usually  no." 

In  the  meantime,  Roosevelt  died,  and 
it  was  to  Harry  S  Truman  that  Blau- 
stein and  Proskauer  made  their  report. 
Blaustein  was  not  immediately  im- 
pressed by  Truman  but,  he  says,  "I 
never  saw  a  man  grow  so  quickly.  He 
became  a  great  President— in  my  opin- 
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A  progress 
report 

from  the 
Continental 

Research 
Company 


We're  one  of  the  major  indus- 
trial research  organizations  in 
America— the  largest  in  our 
field.  Last 
year  we  spent 
over  $26  mil- 
ion  on  re- 
search and 
development. 
Yet  we're 

Our  research  complex  not  listed  On 

any  board.  Our  name  is  a  pseu- 
donym for  the  R&D  activities  of 
the  Continental  Can  Company, 
Inc.  We  built  a  20  million  dollar 
technical  center  in  Chicago. 
Here  we  employ  over  1,000 
people  who  conduct  R&D  in 
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microbiology,  materials,  high 
speed  machinery  design,  total 
packaging  systems,  high  ener- 
gy systems,  ultrasonics,  elec- 
trostatics, electrohydraulics, 
and  more. 

Our  technical  center  sup- 
ports all  nineteen  divisions  of 
Continental  and  runs  almost 
like  an  individual  company.  Our 
policy  of  decentralized  man- 
agement moves  responsibility 
down  the  line.  Demands  early 
individual  creativity,  initiative 
and  results. 

This  diversification  of  man- 
agement responsibility  has 
helped  us  develop  a  unique  sys- 
tems approach  to  business.  The 
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system  requires  unusual  in- 
volvement—from the  raw  mate- 
rials in  paper,  metals,  plastic — 
to  final  merchandising  of  our 
customers'  products. 

How  does  our  system  work? 
Look  at  the  record. 

Our  sales  have  grown  at  a 
rate  of  almost  5%  a  year.  Yet 
our  compounded  annual  earn- 
ings growth  is  more  than  dou- 
ble that— over  12%.  Dividends 
have  been  increased,  66%%, 
from  $1.20  per  share  to  $2.00 
per  share.  And  earnings  in- 
creased a  healthy  1 1  %  last  year. 

We  are  not  content  to  stand 
on  this  record.  We  have  the  peo- 
ple, knowledge,  and  resources 
to  move  even  further  forward  in 
packaging  and  other  fields. 

We  are  now  searching  for 
new  areas  of  diversification, 
newchallenges  that  will  put  our 
systems  approach  to  even 
greater  tests. 


Continental 


Can  Company 

•  JJ  Third  A..     NT,  NY    10017 


29 


AMERICAN    OIL 


From  One  To  28,000.  The  Lord  Baltimore  filling  station  was  the  first  Blaustein 
station,  the  first  drive-in  station  and  the  first  station  with  pumps  that  enabled 
a  driver  to  see  how  much  gasoline  he  was  getting.  With  the  name  changed,  it 
became  the  first  link  in  a  chain  of  28,000  stations  like  the  one  in  Florida  shown 
below.  One  of  the  reasons  for  the  growth  was  the  great  publicity  American  Oil 
received  from  the  fact  that  almost  every  noted  American  flyer  and  racing-car 
driver  of  the  Twenties  and  Thirties  used  Amoco  gasoline.  In  1935,  the  Ameri- 
can Automobile  Association  wrote  the  Blausteins:  "A  total  of  45  world's 
and   international   class    records    have   been    established    with    your   product." 


ion,  one  of  the  very  greatest."  In  1948, 
when  Truman  was  debating  with  him- 
self whether  to  run,  he  called  in  six 
people  for  advice.  Blaustein  was  one. 
Although  Blaustein  is  a  Democrat 
(he  worked  to  make  Hubert  H. 
Humphrey  the  Democratic  candidate 
for  President),  in  1955  Dwight  D. 
Eisenhower  appointed  him  a  member 
of  the  U.S.  delegation  to  the  UN, 
where  he  spent  much  of  liis  time  de- 
bating cold-war  issues  with  the  Rus- 
sians. Of  this  experience,  he  says: 
"With  the  Russians  you  have  to  make 
sure  you're  right  and  then  stick  to  your 


guns  no  matter  what.  If  you  deal  from 
strength,  you  may  or  may  not  win  your 
point,  but  at  least  they  will  respect  you. 
If  you  evidence  weakness,  you  gain 
neither." 

Diplomatic  Bridge 

Although  active  in  Jewish  affairs, 
Blaustein  is  neither  a  Zionist  nor  an 
anti-Zionist,  but  a  non-Zionist,  and  this 
has  served  both  the  U.S.  and  Israel  in 
good  stead.  "The  Israelis  consider  me 
a  friend,"  he  says,  "but  I  can  also  sit 
down  and  talk  with  the  Arabs  because 
the\   know  I'm  not  a  Zionist."  One  of 


the  most  delicate  tasks  Blaustein  had 
was  to  convince  David  Ben-Gurion  to 
issue  a  statement  accepting  the  fact 
that  American  Jews  had  no  allegiance 
except  to  America.  Until  then,  the  Is- 
raelis had  the  idea  that  Jews  every- 
where in  the  world  should  consider 
Israel  their  true  homeland.  This  out- 
raged many  American  Jews  and  it  em- 
barrassed the  State  Department.  Blau- 
stein flew  to  Israel  and  sat  down  with 
Ben-Gurion  and,  after  16  hours  of  ne- 
gotiating, made  him  understand  the 
position  of  American  Jews.  The  two 
men  have  remained  fast  friends  ever 
since  and  correspond  regularly. 

Blaustein  not  only  was  one  of  the 
two  men  who  negotiated  the  agree- 
ment under  which  West  Germany  has 
been  paying  reparations  to  victims  of 
Hitlerism,  it  was  actually  his  idea. 
Early  in  1951,  John  J.  McCloy,  then 
U.S.  High  Commissioner  to  West  Ger- 
many, got  in  touch  with  him  to  ask  his 
views  on  the  direction  the  country 
should  take  to  win  its  way  back  into 
the  family  of  nations.  In  a  series  of 
conferences  in  Washington,  Blaustein 
said  nothing  could  ever  atone  for  the 
Nazi  crimes,  but  he  did  outline  to 
McCloy  a  plan  for  West  Germany  to 
provide  relief,  rehabilitation  and  reset- 
tlement for  victims  of  Nazi  persecution 
—non-Jews  as  well  as  Jews.  Out  of  this 
came  not  only  West  Germany's  agree- 
ment to  pay  reparations  to  Hitler's  sur- 
viving victims,  but  also  agreements  by 
Krupp,  I.G.  Farben  and  several  other 
West  German  companies  to  indemnify 
slave  laborers. 

Blaustein  manages  to  combine  his 
business  activities  and  his  other  activi- 
ties because  he  normally  works  a  16- 
hour  day.  He  sleeps  only  about  four  or 
five  hours  a  night.  He  doesn't  waste  a 
minute.  On  his  flights  to  Chicago  to  at- 
tend the  board  meetings  of  Indiana 
Standard,  he  works  all  the  way,  and 
when  he  lands  at  the  airport,  "a  com- 
pany chauffeur  meets  me  with  an  enve- 
lope full  of  the  additional  items  we  are 
to  take  up  at  the  meeting  the  next  day. 

1  review  them  that  night." 

At  home,  he  works  after  dinner  until 

2  a.m.  or  3  a.m.  in  the  morning  on  busi- 
ness and  public  affairs  matters,  awak- 
ens at  6:45  to  get  to  his  office  in  the 
Blaustein  Building  before  8:30.  He 
says:  "I  have  been  doing  this  for  a  long 
time  and  it  suits  my  constitution  to 
work  this  way.  I  sleep  soundly  until 
the  alarm  rings  and  feel  no  fatigue." 

He  has  no  intention  of  retiring  be- 
cause he  believes  that  "work  refreshes 
me."  His  appearance  bears  that  out. 
Although  he's  75,  he  doesn't  look  it. 
In  fact,  he  says  he's  seeking  new  busi- 
ness activities  to  get  into.  Why?  "I  be- 
lieve in  diversification,"  Blaustein  says, 
"but,  even  more  important,  new  things 
are  interesting."  ■ 
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Is  love 

the 
reason? 


A  woman's  kisses  are  the  reason  we.  sell 
so  many  lipstick  containers. 

But  love  isn't  the  only  reason  Scovill  has  been 
paying  continuous  dividends  for  112  years. 


SCOVILL  J  DOES  A  LOT  FOR  YOU. 


For  more  reasons  why  you  should  know  us  better,  write  Scovill,  Waterbury,  Connecticut  06720 
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The  Wig  Business 


Overnight,  a  change  in   fashion  created  a   half-billion-dollar  industry.   Another 
change,  of  course,  could  wipe  it  out  again.  But  wigmakers  are  betting  that  it  will  not 


That  girl  with  the  short,  blonde, 
windswept  hair  you  saw  on  the  golf 
course  this  morning  is  the  brunette 
with  bangs  having  lunch  over  there. 
She'll  be  the  redhead  with  the  Grecian 
hairdo  at  the  dance  tonight.  You'll 
probably  mistake  her  escort  for  a  for- 
eign diplomat  because  he'll  be  wearing 
long  sideburns,  a  mustache  and  a 
beard.  He'll  actually  be  the  clean-shav- 
en young  broker  who  lunched  with  her. 

Life  in  the  U.S.  is  growing  more  and 
more  confusing  these  days;  and  not  the 
least  of  the  reasons  is  the  growth  of  the 
wig  industry,  which  also  includes  wig- 
lets,  falls,  toupees  and  various  vvhat- 
have-yous  made  of  hair  (including  hair 
for  the  chest) .  Only  eight  or  nine  years 
ago  the  wig  business  was  a  microscop- 
ic industry  with  sales  of  perhaps  $4 
million  a  year  retail.  Today  estimates 
of  industry  sales  range  around  $500 
million  a  year,  and  are  getting  bigger 
every  day. 

There's  no  great  mystery  about  the 
overnight  growth  of  the  wig  industry. 
History  merely  is  repeating  itself,  as 
history  too  often  does.  There  have 
been  times  in  history  when  everybody 
who  was  anybody  wore  a  wig.  Cleo- 
patra wore  a  wig  and  so  did  Marie 
Antoinette,  as  did  Casanova  and 
George  Washington.  Then  for  a  time, 
almost  nobody  wore  a  wig  except  bald- 
headed  women  (of  whom  there  aren't 
many),  wealthy  women  of  fashion  (of 
whom  there  are  even  fewer),  actresses 
and  a  lew  very  Orthodox  Jewish  wom- 
en who  wore  deliberately  unattractive 
wigs  (called  sheitels)  as  a  sign  that  they 
didn't  want  to  spark  the  attention  of 
any  men  except  their  husbands. 

It  Started  As  a  Gag 

The  wig  started  coming  back  in 
1958.  According  to  Jack  Finger,  asso- 
ciate publisher  of  Salon  Owner,  a 
magazine  for  the  beauty  trade,  what  in- 
spired the  comeback  was  a  story  in 
Life  magazine  about  the  Carita  sisters, 
who  had  created  a  sensation  in  the 
high-fashion  world  of  Paris  with  the 
wigs  they  were  turning  out  to  match 
Givenchy's  dresses.  At  just  about  the 
same  time,  the  chemical  industry 
learned  how  to  make  synthetic  hair. 
(Union  Carbide  is  now  the  leader  in 
this.)  Meyer  Jacoby  &  Son,  a  wig  man- 
ufacturer, launched  a  line  of  synthetic 
wigs,  and,  says  Vincent  Napoli,  presi- 
dent of  Lisa  Wigs  &  Wiglets,  Inc., 
"That  started  it." 

"These  synthetic  wigs,"  says  Napoli, 
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Which  Is  The  Real  She?  They 
all  are.  The  woman  above  and 
the  women  below  are  the  same 


woman  wearing  different  wigs 


"people  bought  them,  oh,  like  for  fun." 

At  first,  as  Napoli  implies,  women 
wore  the  wigs  as  a  gag.  However,  be- 
ing women  and,  therefore,  conve- 
mence-minded,  they  realized  that  wigs 
also  could  save  them  the  hours  spent 
sitting  in  a  beauty  parlor.  So  they  be- 
gan to  demand  wigs  that  would  look 
real,  and  the  wig  business  took  off. 

Companies  sprang  up  almost  in- 
stantly to  manufacture,  import  and 
distribute  wigs.  How  many?  Five  hun- 
dred maybe.  Eight  hundred.  A  thou- 
sand. Nobody  knows.  A  company  that 
does  $1  million  worth  of  business  a 
year  wholesale  is  considered  "a  major." 
And  there  are  only  about  25  of  them. 
By  far  the  largest  is  Hialeah,  Fla.'s 
Fashion  Tress,  which  claims  it's  also 
the  only  publicly  owned  company  in 
the  industry.  (Some  others  are  divi- 
sions of  publicly  owned  companies  like 
Joseph  Marshall,  a  division  of  Bishop 
Industries.)  Fashion  Tress  started  in 
1961,  and  grossed  $887,000  the  first 
year.  "This  year,"  says  President  Row- 
land Schaefer,  "we'll  gross  $6  million 
plus." 

Fashion  Tress  is  the  exception. 
Most  of  the  wig  companies  are  little 
more  than  one-man  operations.  A  man 
scrapes  together  a  few  thousand  dol- 
lars, imports  wigs  from  France,  West 
Germany,  Italy,  Korea,  Hong  Kong 
or  wherever  (paying  cash  before  ship- 
ment; that  is  a  rule  of  the  business), 
and  then  hires  a  few  salesmen  to  ped- 
dle them  for  him,  usually  to  beauty 
parlors,  which,  in  turn,  sell  them  to 
their  customers.  This  may  not  sound 
like  much  of  a  business,  but  people  in 
the  industry  say  it  can  be  enormously 
profitable. 

Napoli's  company,  Lisa  Wigs,  which 
specializes  in  hair  pieces  made  of  Ital- 
ian hair  in  southern  Italy,  started  in 
1964  with  an  investment  of  $8,736.50 
and  now  has  sales  of  $2  million. 

There  are  tremendous  profit  mar- 
gins in  the  wig  business  all  along  the 
line.  Says  Dominick  Abbott,  president 
of  Abbott  Tresses,  Inc.:  "We  sell  to 
department  stores  all  over  the  U.S.  and 
the  usual  markup  is  what  thev  call  50% 
and  I  call  100%.  If  they  buy  for  $10, 
they  sell  for  $20."  Napoli  says:  "You 
can  figure  that  if  a  wig  wholesales  for 
$100  it  will  retail  for  $400." 

There  are  wigs,  wigs  and  wigs,  and 
they  range  in  price  from  $8  to  $400  or 
even  $1,000,  depending  on  what  they 
are  made  of  and  how  (see  box,  p.  34). 
Which  is  win    stealing  wigs  has  be- 
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Naperville  puts  you  in  the  middle  of  the 
nation.  And  the  action.  And  tomorrow. 


Locating  in  Naperville,  Illinois,  is  giving  lots  of 
companies  a  headstart  on  tomorrow.  This  area  is  fast 
becoming  one  of  the  most  important  industrial  complexes  in 
the  nation.  It's  one  of  the  few  choice  areas  left  in  the 
booming  Chicago  metropolitan  region. 

Recent  settlers  are  National  Biscuit,  American  Oil, 
Northern  Illinois  Gas,  Bell  Telephone,  Argonne  National 
Laboratory  and  the  AEC's  Cyclotron  Laboratory. 
More  companies  are  negotiating  for  sites  right  now. 

What's  drawing  them  to  Naperville? 

Transportation  is  one  big  reason.  Naperville  lies  in  the 
Chicago  Switching  District.  Both  O'Hare  and  Midway  are 
less  than  20  miles  away  by  high-speed  expressways.  The  Port 
of  Chicago  is  32  miles.  The  Burlington  Railroad's  main 
line  and  the  East- West  Tollway  run  smack  through  the  area. 

Labor  supply  is  another  reason.  Naperville  has 


Chicagoland's  VA  million  labor  pool  to  draw  on. 

There's  also  a  plentiful  gas  supply.  Lots  of  water. 
Ideal  terrain  for  construction. 

All  this,  plus  a  charming  137-year-old  college  town  with 
good  schools,  churches,  shopping  centers,  lots  of  housing. 
And  fast,  comfortable  Burlington  commuter  trains  to  Chicag< 

Naperville  still  has  bargain  sites.  Especially  in  the 
600-acre  Burlington  Industrial  Park.  It's  zoned  for  industry. 
Utilities  and  streets  are  being  installed. 

George  Defiel,  our  Director  of  Industrial  Development, 
has  all  the  details.  He'll  make  Burlington's  fast  Gulfstream 
available  to  fly  you  and  your  executive  committee  into 
Naperville.  Call  him  at  312-922-2345  for  confidential 
arrangements.  D       ..         . 

Then  you  can  be  right  BUrlingtOn 
in  the  middle  of  it,  too.      RdJIrOdd 


come  a  favorite  occupation  of  the  un- 
derworld. A  hairpiece  that  weighs  an 
ounce  may  he  worth  $200;  by  com- 
parison, gold  is  cheap,  a  measly  $36 
an  ounce. 

Considering  its  chaotic  organization 
and  the  dazzling  breadth  of  its  market, 
the  growth  of  the  wig  industry  repre- 
sents a  triumph  in  marketing;  yet  it 
was  accomplished  by  penny-ante  en- 
trepreneurs. The  marketing  problem 
was  this:  In  1961  and  1962,  when  the 
industry  started  moving,  there  was  an 
overwhelming  demand  for  wigs,  a 
spontaneous  demand  created  largely 
by  synthetic  wigs.  However,  there 
were  no  outlets.  It's  possible  to  sell  a 
cheap  wig  over  the  counter  but  not  a 
really  good  wig.  That  must  be  fitted 
and  styled.  And  in  1961  and  1962 
there  just  weren't  people  in  the  U.S. 
who  could  fit  and  style  a  wig  or  who 
cared  to  learn  how. 

Says  Fashion  Tress'  Schaefer:  "We 
actually  had  to  write  and  publish  a 
book,  All  About  Wigs,  to  explain  the 
business  to  beauty  parlor  operators. 
We  had  to  hold  seminars  for  them. 
Sometimes  we  had  as  many  as  2,000 
beauty  parlor  operators  at  one  sitting." 

Today,  according  to  Jack  Finger, 
about  60%  of  the  wigs  sold  in  the  U.S. 
are  sold  through  beauty  parlors,  but 
this  was  done  only  after  the  depart- 
ment stores  started  displaying  them. 
The  department  stores  are  now  the 
second-biggest  outlet  for  wigs. 

"For  a  department  store,"  claims 
Stan  Lee  Shapiro,  president  of  Heav- 
enly Creations,  Inc.,  "a  wig  depart- 
ment is  the  greatest  thing  ever.  It 
produces  between  $200  and  $400  a 
square  foot  a  year.  That's  30  or  40 
times  as  much  as  a  cosmetics  counter 
produces." 


Are  powdered  wigs  unmanly? 

In  the  larger  cities  and  more  afflu- 
ent suburbs,  75%  to  80%  of  all  women 
own  hairpieces  of  one  kind  or  another 
—if  not  wigs  or  wiglets,  then  falls.  Else- 
where, however,  hairpieces  still  haven't 
caught  on.  The  industry  believes  they 
eventually  will,  simply  because  it's  axi- 
omatic in  fashions  that  what  the  more 
affluent  are  doing  today  the  less  af- 
fluent will  be  doing  tomorrow. 

Target:  The  Male 

The  industry  also  believes  there's  a 
great  potential  market  in  hairpieces  for 
men.  Men  started  buying  hairpieces 
just  about  a  year  and  a  half  ago,  but 
already,  says  Vincent  Napoli,  "we've 
got  maybe  20%  of  the  bald-headed  men 
wearing  toupees,  and  sooner  or  later 
we're  going  to  get  the  other  80%.  Al- 
ready it's  about  a  $100-million  market 
retail  and  we've  got  only  20%." 

About  five  months  ago  Napoli's 
Lisa  Wigs  &  Wiglets  put  a  set  on  the 
market  consisting  of  long  sideburns,  a 
thin  mustache  and  a  small,  neat  beard. 


It  retails  for  between  $180  and  $200 
and  "we  can't  meet  the  demand,"  says 
Napoli.  Who  buys  it?  "You'd  be  sur- 
prised how  many  people  in  Wall  Street 
,-are  buying  it,"  says  Arlene  Matofsky  of 
Lisa  Wigs  &  Wiglets.  "You're  a  young 
bachelor  working  in  a  brokerage  house. 
You  have  to  come  to  work  clean-shav- 
en and  with  short  hair.  If  you  started 
growing  a  beard  they'd  call  in  the  au- 
ditors, assuming  they  didn't  fire  you. 
So  tonight  you've  got  a  date  with  a 
swinging  fashion  model.  You  go  home 
and  change  into  your  dinner  clothes, 
but  instead  of  putting  on  a  shirt  and 
tie,  you  put  on  a  turtleneck.  Then  you 
put  on  your  sideburns,  mustache  and 
beard.  You're  as  swinging  as  she  is. 
Tomorrow  you  go  back  to  Wall  Street 
looking  like  a  broker  again." 

Says  Dan  Eastwood,  president  of 
Mona  Lisa  Wigs:  "I  see  this  happening 
in  California  too." 

Another  great  potential  market  is 
the  Negro.  There  is  now  a  vogue 
among  Negroes  for  wearing  their  hair 
African  style.  "Only,"  says  Shapiro  of 
Heavenly  Creations,  "many  Negroes 
couldn't  grow  their  hair  in  the  African 
style  in  100  years." 

Shapiro  has  gone  into  partnership 
with  Leslie  Uggams,  the  Negro  singer, 
her  Australian  husband  and  a  New 
York  beauty  shop  to  produce  African 
wigs  for  them. 

Fashions  change.  The  wig  business 
sprang  up  just  like  that.  It  could  dis- 
appear just  like  that.  Everybody  in  the 
industry  admits  this,  but  everybody 
also  believes  the  passion  for  hairpieces 
will  last  for  quite  a  few  years.  "I  fore- 
see the  day,"  says  Mrs.  Matofsky, 
"when  men  will  be  wearing  powdered 
wigs  again.  Yes  .  .  .  and  what's  more, 
shirts  with  ruffles."  ■ 


'YOU  GET  HAIR  WHERE  PEOPLE  ARE  POOR" 


For  the  overly  affluent  American  a 
wig  may  cost  as  much  as  $1,000, 
but  even  at  that  price  the  labor  cost 
is  too  high  in  most  of  the  U.S.  to 
manufacture  wigs,  except  for  syn- 
thetic wigs— which  can  be  mass 
produced. 

Nearly  all  wig  companies,  there- 
fore, basically  are  importers.  Most 
wigs  sold  in  the  U.S.  come  from 
Hong  Kong  and  Korea. 

The  best  wigs  are  made  by  hand; 
the  next  best,  by  a  process  called 
wefting. 

All  handmade  wigs  are  made  of 
real  hair,  and  the  best  are  made 
from  the  hair  of  country  women  in 
southern  Italy.  Says  Lisa  Wigs'  Vin- 
cent Napoli:  "It's  the  sunshine  in 
southern    Italy.    And    the    people 


there,  they  consume  lots  of  olive 
oil.  The  olive  oil,  it  gives  the  hair 
gloss  and  it  gives  it  body."  Says 
Salon  Owner's  Jack  Finger:  "These 
women  don't  use  rinses,  they  don't 
dye  their  hair,  they  don't  spray  it, 
they  don't  get  permanents.  Those 
things  weaken  hair." 

Hair  cut  from  the  head  is  not  as 
good  as  hair  that  comes  out  when 
combed,  because  the  hair  that 
comes  out  when  combed  still  has 
part  of  its  root. 

The  State  Trading  Coip.  of  India 
has  just  built  a  factory  in  the  state 
of  Madras  that  Fashion  Tress' 
Schaefer  says  "is  the  biggest  in  the 
world.  It  employs  more  than  1,000 
workers."  As  a  rule,  Indian  women 
never  cut  their  hair,  but  according 


to  Schaefer  there's  one  time  when 
they  do.  He  says:  "If  someone  in 
the  family  is  sick  or  there's  some 
other  trouble  and  they  want  the 
priests  to  pray  for  them  .  .  .  well, 
they  have  to  make  an  offering  at 
the  temple.  These  people  are  so 
poor  they  haven't  anything  to  offer 
except  their  hair.  So  the  priests  cut 
their  hair  and  sell  it." 

According  to  Schaefer,  "You  get 
hair  where  people  are  poor.  Indone- 
sia is  the  biggest  source  of  supply 
of  hair  in  the  world,  because  there 
are  100  million  Indonesians  and 
they're  nearly  all  poor.  I  think  India 
will  someday  become  the  biggest 
source  of  supply  because  there  are 
more  Indians  than  Indonesians  and 
they  are  just  as  poor." 
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Let's  face  it:  Stockholders,  generally, 
aren't  always  so  keen  about  major 
capital  expenditures.  But  Fan  Jet  Falcon 
is  one  investment  that  pays  off.  Big. 
Because  it  conserves  and  multiplies  the 
value  of  top  executive  talent.  (After  all, 
if  your  key  men  can  be  in  two,  three,  four 
or  more  strategic  places  in  one  day- 
places  as  far  away  as  1800  miles- 
business  gets  done.)  Shouldn't  your 
company  catch  up  with  The  Jet  Age?  And 
shouldn't  you  do  it  with  the  Fan  Jet 
Falcon,  the  business  jet  that  outsold 
all  others  about  3  to  1  last  year?  (There 
have  to  be  a  lot  of  good  reasons  for  that, 
you  know.) 

For  a  personal  demonstration  of  what 
Falcon  can  do  for  you,  write  Business 
Jets,  Pan  Am»,  Pan  Am  Bldg.,  New  York, 
.N.Y.  10017. 

FAN 
JET 
FALCON 

THE  BUSINESS  JET  THAT'S  SACKEO  BY  AN  AIRLINE 


Witco 

can't  help  but 
grow  on  you 


You  plant  seeds.  The  soil  is  rich.  Weather  is  right. 
Things  look  good. 

Then  come  the  bugs.  The  blights.  The  weeds. 

And  the  empty  plates. 

In  a  hungry  world,  we're  proud  to  be  No.  1 
producer  of  the  emulsifiers  used  to  make  farm  pes- 
ticide sprays  more  stable,  mixable,  potent. 

And  once  the  crop  is  safely  in,  other  Witco 
products  help  process,  package  and  preserve  it. 

But  they  wouldn't  get  the  chance  if  the  pests 
got  their  way  in  the  first  place.  Pests  don't  like  us. 

But  people  do. 

They've  watched  our  sales  climb  to  a  record 
$200  million. 

They've  seen  cash  dividends  on  common  stock 
go  up  for  the  eleventh  consecutive  year. 

Why  at  Witco? 

Because  we  concentrate  on  the  specialty  chem- 
icals for  pesticides,  plastics,  filtration  and  a  host  of 
other  contemporary  growth  markets. 

Our  chemicals  are  solving  so  many  problems 
in  today's  technologies  we've  been  tagged  "The 
Problem  Solver." 

Witco,  The  Problem  Solver.  The  more  we  hear 
it,  the  more  we  like  it. 

It  will  grow  on  you  too. 

Write  Witco  Chemical  Corporation,  277  Park 
Avenue,  New  York,  New  York  10017. 

lllteo  - 
Chemical 
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The  magic  box  thats 
turning  continents 
into  bridges 


Instead  of  the  long,  long  voyage-  from 
Yokohama,  through  the  canal,  and 
across  the  Atlantic  to  London, 
container-protected  freight  can  now 
shift  to  trains  at  a  West  Coast  port 
for  a.swift  trip  across  the  continental 
"bridge"  to  waiting  Atlantic  ships 
.  .  .  and  then  on  to  London. 

Imagine  the  time  and  money  this 
saves. 

This  is  only  one  example  of  how 
Trailmobile  Containers  are  changing 
the  science  of  distribution  .  .  .  with 
substantial  benefits  for  everyone. 
Trucking  companies,  railroads  and 
ship  lines  move  more  goods  with  less 
handling.  Shippers  save  time,  cut 
damage  and  pilferage,  reduce  costs. 

Our  Trailmobile  Division  pioneered 
in  the  development  of  the  intermodal 
freight  cargo  container.  And  today, 
Trailmobile  designs  and  specifications 
are  widely  accepted  as  standards 
for  the  entire  industry. 

The  divisions  of  Pullman 
Incorporated  have  a  collective 
reputation  for  staying  ahead  of 
problems  not  only  for  shippers,  but 
for  nearly  every  basic  industry  that 
makes  our  whole  economy  go. 

One  of  them  designs  bridges  less 
than  a  continent  long. 

Pullman  Incorporated 

200  South  Michigan  Avenue.  Chicago,  Illinois  60604 

Engineering/ Construction  Divisions 

THE  M.  W.  KELLOGG  COMPANY 
SWINDELL-DRESSLER  COMPANY 

Transportation  Equipment  Divisions 

PULLMAN-STANDARD 
TRAILMOBILE 
TRANSPORT  LEASING 


The  Upward  Stumble 

Beware  the  company  that  holds  itself  rigid  during  pros- 
perity for  fear  that  change  would  jinx  its  success.  Pet 
fell  into  that  trap,  but  is  fast  recouping  its  losses. 


Since  the  St.  Louis  Cardinals  won  the 
World  Series  last  year,  it  is  not  sur- 
prising that  Chairman  Theodore  R. 
Gamble  of  St.  Louis-headquartered 
Pet  Inc.  occasionally  flavors  his  talk 
with  baseball  lingo.  "'When  the  old 
club  is  winning,"  says  Gamble,  a  43- 
year-old  Harvard  MBA  who  has  been 
chief  executive  for  a  decade,  "you're 
a  little  hesitant  to  change  the  batting 
order." 

What  changed  it  was  the  company's 
latest  fiscal  year  (ended  Mar.  31)  when 
Pet  tared  much  poorer  than  the  Car- 
dinals. Despite  slightly  higher  sales, 
earnings  tell  from  S2.12  per  share  to 
S1.71  before  a  special  charge  of  42 
cents.  For  a  company  that  had  nearly 
tripled  sales  and  earnings  in  the  last 
ten  years,  the  slump  started  a  thorough 
corporate  soul-searching. 

Wrong  Products,  Too  Late 

Pet's  troubles  started  in  the  oldest 
of  the  company's  12  divisions— milk. 
About  half  of  the  division's  sales,  or 
some  10'-  of  Pet's  total,  is  still  in  evapo- 
rated milk.  Unfortunately,  evaporated 
milk  is  not  only  in  a  declining  market; 
last  year  sales  suffered  Further  as  ris- 
ing milk  prices  also  raised  consumer 
resistance. 

"Hut  I  think,"  savs  Gamble,  "that 
the  problem  was  more  basic  than  bad 
projections.  I  think  the  milk  division 
didn't  have  the  controls."  And  lack  of 
controls  obviously  did  not  help  the  di- 
vision's other  product  problems.  After 
three  good  years,  its  Sego  liquid  diet 
tood  was  rapidly  losing  market  to  Car- 
nation's powdered  instant  diet  food. 
Pet  had  a  powdered  Sego  almost  ready, 
but,  admits  Gamble,  "we  were  late  get- 
ting into  the  market." 

New  products  are  life-blood  to  a 
food  company,  but  Pet's  milk  division 
also  faltered  in  launching  its  Big  Shot 
chocolate  syrup,  which  squirted  from 
an  aerosol  can,  and  its  Formil  baby 
nurser,  featuring  a  sanitized  nipple  on 
a  can  of  formula.  "Big  Shot  was  kind 
of  a  hula-hoop  with  a  lot  of  gimmick 
appeal,"  says  Gamble,  now  that  it  is 
off  the  market.  "In  the  future  I'm  go- 
ing to  take  a  much  shorter  position  on 
hula-hoops."  Young  mothers  consid- 
ered Formil  (now  also  withdrawn)  an 
unnecessary  luxury.  "The  payout  was 
just  too  long,"  says  Gamble.  "We  were 
actually  losing  money  while  building 
some  market." 

Meanwhile,  at  the  Hussmann  store- 
equipment  division   ( 13%  of  sales  last 


Gamble  of  Pet  Inc. 
year),  a  Teamster  strike  caught   the 

company  smack  in  the  middle  of  a 
long-planned  move  from  its  two  old 
plants  to  its  $13-miIlion  new  facility  in 
St.  Louis  County.  "That  was  a  big 
problem— big,  big  dollars,"  Gamble 
savs.  Hussmann's  net  dropped  almost 
a  million  dollars  to  7%  of  earnings,  in 
large  part  because  of  the  move.  "Next 
time)"  Gamble  adds,  "I  think  I  would 
budget  for  a  strike  there,  or  a  fire,  or 
something  unusual.  We  didn't  have 
any  latitude.  We  had  1,200  or  1,300 
employees.  I  don't  know  what  they 
were  doing,  and  nobody  seems  to 
know."  Hussmann's  management  had 
expected  that  a  previous  slowdown  in 
housing  starts  would  mean  fewer  new 
supermarkets  built  and  hence  smaller 
supermarket  cabinet  sales.  But  the 
drop-off  was  far  more  severe  than  ex- 
pected, which  meant  that  Hussmann 
only  suffered  more. 

Across  the  Board 

When  the  dip  first  became  apparent, 
Gamble's  reaction  was  routine.  He 
cleaned  house  in  the  two  problem  di- 
visions. Two  antiquated  milk  division 
plants  were  closed  and  the  number  of 
milk  pick-up  points  reduced.  The  presi- 
dent resigned,  and  John  Bittner,  who 
headed  the  highly  successful  frozen 
foods  operation,  was  brought  in  to  re- 


place him.  The  operations  of  both  di- 
visions were  tightened  up,  and  excess 
personnel  was  cut. 

Then  Gamble  got  enthusiastic,  and 
decided  that  all  of  Pet  could  use  a 
reassessment.  "I  started  at  the  top 
level,"  he  says.  "I  had  two  corporate 
executive  vice  presidents.  Before  I 
brought  them  into  the  deliberations  I 
asked,  Do  I  need  two?  Could  only  one 
do  it?" 

That  began  an  intensive  summer  of 
study.  In  the  fall,  Gamble  cut  an  esti- 
mated 180  people  from  the  corporate 
headquarters,  some  to  go  to  the  di- 
visions, others  simply  to  go.  "As  im- 
portant as  eliminating  jobs  has  been 
the  realignment  of  responsibilities," 
says  Gamble.  "We  were  going  heavily 
in  the  direction  of  specialization. 
We've  come  back  to  more  generalists 
in  management."  While  Gamble  ex- 
amined his  corporate  staff,  the  division 
heads  were  told  to  do  the  same  in  their 
respective  divisions. 

In  April  1968,  the  president  and 
chief  operating  officer,  Gordon  Ellis, 
left  Pet  to  become  president  of  Fair- 
mont Foods.  Gamble  insists  that  there 
was  "no  policy  diflerence  between  us." 
The  logical  explanation  is  that  Ellis, 
who  is  ten  years  Gamble's  senior, 
wanted  a  job  where  eventually  he 
could  become  chief  executive.  Gam- 
ble's response  was  to  establish  a  presi- 
dent's office  made  up  of  himself  and 
four  vice  presidents.  "There's  no  heir 
apparent,"  says  Gamble.  "I'm  a  lot 
closer  to  operations  today." 

Pet  owns  a  clutch  of  well-known 
brand-name  businesses:  Whitman's 
chocolates,  Pet  milk,  Stuckey's  restau- 
rants, Reese  foods,  Schrafft  restaurants. 
Gamble  bought  Schrafft  last  year  for 
an  estimated  $14  million,  and  most 
of  the  others  had  been  added  since 
Gamble  took  over  in  1958.  Therefore, 
he  gets  the  credit  for  changing  Pet 
from  a  lagging  evaporated  milk  com- 
pany to  a  diversified  food  concern, 
though  Pet's  return  on  equity  still  lags 
behind  that  of  Carnation  and  Borden, 
even  in  good  years.  And  in  the  last 
fiscal  year  Pet's  7.7%  return  was  nearly 
six  full  points  below  the  over-all  U.S. 
industry  median  of  13.2%,  as  computed 
by  Forbes. 

While  no  longer  predicting  10%  sales 
and  earnings  gains  as  he  has  in  the 
past,  Gamble  is  forecasting  a  "marked 
improvement"  in  profits  this  fiscal  year. 
The  June  quarter,  in  fact,  yielded  46 
cents  per  share  vs.  13  cents  in  the  year- 
earlier  period— with  the  bulk  of  the  im- 
provement reportedly  coming  from  the 
milk  and  Hussmann  divisions.  As  fre- 
quently happens  in  business,  Pet's 
stumble  seems  to  have  had  its  good 
side:  It  woke  management  up  just  as 
it  was  starting  to  drowse.  ■ 
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Does  our  long-handled  coal  shovel 
carry  much  weight  with  shippers? 

More  than  8,000,000  tons  a  year. 
At  savings  of  nearly  $7.5  million. 


Southern  Railway  introduced  the 
unit-train  concept  to  American 
railroading  in  January  of  1960. 
when  it  started  operating  solid 
trainloads  of  Southern-designed 
"Silversides"  gondolas  like  these 
on  a  regular  "turn-around"  sched- ' 
ule  between  coal  mine  and  power  j 
plant. 

Today,  Southern  operates  six ' 
unit  trains  that  carry  coal  at  anj 
annual  rate  of  some  8,370,000) 
delivered  tons.  Annual  rate  of,- 
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SOUTHERN  RAILWAY  SYSTEM,  WASHINGTON.  D.  C. 


savings  to  shippers  is  nearly  $7.5 

(million. 

One  of  our  "long-handled  coal 
shovels"  is  part  of  still  another 
innovation  in  coal  distribution  — 
rail-to-rail  transloading.  Coal 

[originating  in  small  shipments  at 
low-volume  mines  is  pooled  at  a 

jtransloader  for  reloading  into  the 
high  total  tonnages  required  for 
economical,  efficient  unit-train 
movement. 

The  unit  train  and  rail-to-rail 


transloading  —  two  among  many 
innovations  at  work  on  Southern 
Railway,  squeezing  the  waste  out 
of  distribution ...  to  the  benefit  of 
shippers  and  consumers  alike. 

Our  ceaseless  attack  on  waste  in 
distribution  is  one  of  many  impor- 
tant reasons  why  thousands  of 
cost-conscious  businessmen  in  re- 
cent years  have  located  in  the 
Southern-served  South.  Why  not 
you?  We'll  help  you  "Look  Ahead 
—  Look  South!"  for  more  profit. 


LOOK  AHEAD  LOOK  SOUTH 


The  Orphanage  and  Mr.  Hershey's  Chocolate  Factory 

With  65  %  of  its  stock  in  friendly  hands,  Hershey  Foods  is  one 
company  that  never  has  to  worry  about  takeovers.  Or  does  it? 


At  a  time  when  corporate  takeovers 
are  very  nearly  as  common  as  the  com- 
mon cold,  most  executives  these  days 
would  feel  they  could  rest  in  peace  if 
a  good  two-thirds  of  their  company's 
stock  was  in  friendly  hands.  But  not 
William  Schiller,  59,  chairman  of  Her- 
shey, Pa.'s  Hershey  Foods  Corp. 

When  Hershey's  founder,  Milton 
Hershey,  died  childless  in  1945,  he 
left  most  of  his  fortune  to  the  Milton 
Hershey  School  (see  box),  an  orphan- 
age he  and  his  wife  founded  in  1909. 
The  school  still  owns  65%  of  Hershey 
Foods'  common  stock  (worth  $212 
million  currently),  and  the  two  insti- 
tutions understandably  maintain  un- 
commonly close  ties.  Hershey  Foods' 
executives  have  three  seats  on  the 
school's  ten-man  board  of  trustees, 
and  the  head  of  the  school's  board  sits 
on  the  corporation's  board  as  well.  But, 
as  Schiller  is  quite  well  aware,  the 
school's  obligations  are  not  primarily 
to  the  corporation,  and  the  schools' 
interests  and  those  of  the  corporation 
may  not  coincide  forever. 

"We  have  no  reason  to  think  thev'd 


have  any  interest  in  selling  their  Her- 
shey stock,"  Schiller  says  blandly.  "But 
there's  nothing  to  say  they  have  to  hold 
on  to  it." 

To  date,  of  course,  the  school  has 
had  a  very  good  thing  going  for  it  in 
Hershey  Foods.  The  Hershey  chocolate 
bar— one  of  the  great  triumphs  of  point- 
of-sale  advertising  —  made  Hershey 
Foods  the  biggest  company  in  its  busi- 
ness, built  a  model  company  town  from 
foundation  to  rooftop,  and  created  one 
of  the  most  profitable  companies  in 
U.S.  industry.  Since  1960,  for  instance, 
Hershey  has  averaged  around  21%  on 
its  stockholders'  equity,  a  return  that 
ranks  it  as  the  most  profitable  major 
company  in  the  food  business  and 
among  the  50  or  so  most  profitable  in- 
dustrial companies  in  all  U.S.  business. 

Double  Defense 

In  the  early  Sixties,  however,  Her- 
shey's management  became  aware  that 
there  were  hazards  in  pinning  the  com- 
pany's long-term  fortunes  on  a  single 
product— chocolate— manufactured  at  a 
single  East  Coast  plant,  and  so  in  1963 


HELPING  HAND 


the-  company  rather  uneasily  made,  a 
major  break  with  the  past.  For  one 
thing,  it  stepped  outside  the  chocolate 
field  "and  acquired  another  Hershey, 
Pa.  candy  company,  H.  B.  Reese, 
makers  of  butterscotch  and  chocolate- 
coated  peanut  butter  cups.  For  another 
thing,  it  began  making  chocolate  prod- 
ucts in  Canada  and  California  as  well, 
at  long  last  adjusting  its  manufactur- 
ing operations  to  the  national  market 
it  already  served. 

Ever  since  Schiller  took  over  in 
1965,  the  company's  expansion  has 
begun  to  accelerate.  Hershey  moved 
beyond  confections  entirely  with  the 
acquisition  of  two  small  macaroni  com- 
panies (San  Giorgio  and  Delmonico), 
and  a  Canadian  cookie  and  biscuit 
company  (David  &  Frere).  Early  this 
year,  the  company  even  took  on  the 
first  significant  long-term  debt  in  its 
history— $25  million— $1  million  short 
of  what  it  paid  for  the  Cory  Corp., 
maker  of  coffee  brewing  equipment 
and  other  household  appliances.  Hav- 
ing come  this  far,  Hershey  took  the 
plunge   and   changed   its   name   from 


Somewhere  around  1908,  Milton 
Hershey,  founder  of  Hershey  foods, 
realized  that  his  money  was  ac- 
cumulating from  the  chocolate  busi- 
ness faster  than  he  could  spend  it. 
"Why  don't  we  use  it  to  give  a  home 
to  boys  who  are  unfortunate?"  his 
wife  suggested,  and  since  the  Her- 
sheys  could  never  have  children  of 
their  own,  Milton  Hershey  leaped 
at  the  idea.  The  next  year,  the  Mil- 
ton Hershey  School  was  in  business 
with  a  beginning  enrollment  of  four 
orphan  boys. 

Today,  the  school  assumes  total 
responsibility  for  the  education, 
health,  boarding,  lodging  and  cloth- 
ing of  almost  1,500  orphans  from 
kindergarten  through  high  school. 
They  live  in  103  cottages  and  farms 


scattered  about  a  sprawling  10,000 
acre  campus  in  and  around  Hershey, 
Pa.  Hershey's  original  idea  was  to 
prepare  each  student  for  a  trade, 
but  time  has  enlarged  that  objective 
considerably.  Today,  almost  half  the 
school's  graduates  go  on  to  college, 
frequently  assisted  by  the  school. 

There's  little  question  that  the 
school  can  afford  to  help  out.  It 
grew  to  become  the  great  absorbing 
interest  of  Milton  Hershey's  life— 
and  his  principal  beneficiary.  When 
asked  once  why  he  gave  most  of  his 
fortune  to  an  orphanage,  he  said, 
"Poor  orphans  have  nothing.  Unless 
someone  gives  them  a  helping  hand, 
they  have  a  hard  time  of  it." 

Run  in  many  ways  like  a  posh 
New  England  prep  school,  the  Mil- 


ton Hershey  School  has  some  pretty 
posh  financial  credentials  as  well.  Its 
two-thirds  ownership  of  Hershey 
Foods  alone  produced  $8.6  million 
in  dividends  last  year.  The  school, 
however,  doesn't  control  only  the 
company;  it  controls  virtually  all  of 
Hershey,  Pa. 

It  is  the  sole  owner  of  Hershey 
Estates,  operator  of  38  local  busi- 
nesses including  the  town's  four 
utilities,  department  store,  three 
hotels,  a  dairy,  meat-packer,  laun- 
dry, sports  arena,  amusement  park, 
ZOO  and  graveyard.  In  fact,  the 
school  is  so  well  fixed  that  it  even 
gives  away  its  funds  in  large  hunks. 
Recently  it  gave  $50  million  in  cash 
to  Pennsylvania  State  University  for 
a  medical  center  in  Hershey. 
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s  just  a  part  of  our  growing  diversity. 

fs  one  more  reason  our  sales 
are  approaching  $2  billion  a  year. 

I"he  name  isTenneco. 


enneco  is  at  the  forefront  of  U.S.  corporations  classified  as  "major 
iversifiers."  And  growing  larger  and  more  diversified  every 
ear.  Big  in  chemicals.  Oil  production,  refining,  marketing.  Paperboard 
nd  packaging.  Natural  gas  pipelining  (the  world's  largest). 
Manufacturing  of  construction  and  farm  equipment,  auto  parts, 
anching,  farming,  land  development.  Put  them  all  together  and  you've 
ot  a  company  with  annual  sales  approaching  $2  billion.  Tenneco. 
>  company  that  would  like  to  do  business  with  you. 


RETHANE  FOAM  I 


TENNECO  INC. 
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We've  designed  a  machine  that  under- 
stands that  kind  of  arithmetic.  It's 
called  a  sodium-cooled  fast  breeder 
reactor.  And  when  it's  commercially 
developed,  it  will  produce  huge 
amounts  of  electric  energy  and  still  end 
up  with  more  nuclear  fuel  than  it 
started  with. 

It's  already  created        nuch  interest 
that  General  Public  Util    ies  Corpora- 
tion and  our  Atomics  International 
Division  are  studying  the  building  of  a 


large-size  plant  for  installation  on  the 
GPU  system.  And  several  other  power 
companies — Baltimore  Gas  and  Elec- 
tric Company.  Delmarva  Power  & 
Light  Company.  Duke  Power  Com- 
pany, and  South  Carolina  Electric 
and  Gas  Company — are  participating 
in  the  development  program. 

Using  fast  breeder  reactors,  electric 
utilities  will  be  able  to  produce  more 
power  at  less  cost  than  ever  before.  And 
without  using  up  the  earth's  supply  of 


rare  elements  to  do  it.  It  is  expected 
that  generation  of  electricity  by  nuclear 
plants  will  increase  from  approximately 
1%  of  total  production  to  around  40% 
by  19S5.  This  is  why  the  financial 
community  refers  to  nuclear  energy  as 
one  of  the  great  emerging  industries. 

Being  the  leader  in  sodium  tech- 
nology enables  us  to  benefit  from  that 
growth.  And  when  you  add  it  up  in 
dollars  and  cents,  you  end  up  with  some 
pretty  interesting  figures. 
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NUCLEAR  ENERGY- 
ONE  OF  THE 
EMERGING  INDUSTRIES 
OF  NORTH  AMERICAN  ROCKWELL 


WE'RE  ALSO  RUSY. 

Discovering  a  whole  new  world  of 
natural  resources  through 
Oceanography. 

Developing  new  techniques  in 
hospital  systems  and  hospital 
modernization  for  advanced 
Medical  Technology. 

Applying  our  knowledge  of  data 
processing  to  develop  new 
Learning  Technology  that  will 
cope  with  the  information  explosion. 

Making  circuitry  (too  small  for  the 
eye  to  see)  for  use  in  today's 
advanced  Microelectronics 
navigation  and  control  systems. 

Finding  new  ways  of  filtering  air  to 
provide  effective  Pollution 
Control. 

Developing  Systems  Management 

techniques,  an  entirely  new 
approach  to  solving 
human  problems. 

And  we're  active  in  leading 
growth  markets: 

Automotive:  Our  Rockwell- 
Standard  Divisions  are  major 
suppliers  of  heavy-duty  truck 
components. 

General  Aviation:  Between  our 
Aero  Commander*  aircraft  and 
our  Sabreliner  jets,  we  manufacture 
the  nation's  fullest  line  of  business, 
pleasure,  and  agricultural  aircraft. 

Leisure  Market:  The  Hatteras 
Yacht  facilities  of  our  Industrial 
and  Marine  Divisions  build  a 
complete  line  of  luxury  fiberglass 
motor  yachts. 


To  find  out  what  else  we're  doing, 
send  for  our  Seven  Emerging 
Industries  booklet.  Write: 
North  American  Rockwell 
Corporation,  Corporate  Public 
Relations,  General  Oflices,  2300 
East  Imperial  Highway, 
El  Segundo,  California  90245. 


Second  Thoughts.  President  Harold 
Mohler  (left)  and  Chairman  William 
Schiller  (right)  are  prepared  to  scuttle 
Hershey's  famous  ban  against  adver- 
tising. "Investors  are  impressed,  but 
there  are  200  million  people  who  don't 
know  about  the  bar  and  just  don't 
give  a  damn.  With  ads  we  might  do 
an    even    better    job,"    Schiller   says. 


Hershey  Chocolate  to  Hershey  Foods. 

Hershey's  move  to  diversify  came 
none  too  soon.  In  fact,  if  it  had  not  di- 
versified it  WOuld  be  in  serious  trouble. 
Since  1965,  the  price  of  cocoa  beans— 
tli<-  biggest  cost  factor  in  chocolate 
making— lias  more  than  doubled,  and 
as  prices  soared,  Hershey's  chocolate 
profits  went  into  a  tailspin.  Schiller 
sought  to  offset  the  rise  in  price  by 
chitting  the  size  of  Hershey's  chocolate 
bars,  but  it  wasn't  enough.  Last  year, 
Hershey's  profits  slid  16%  to  $1.75  a 
share  on  a  9.3%  rise  in  sales  (to  $247 
million)— the  first  year-to-year  earnings 
decline  in  exactly  a  decade,  while  its 
return  on  equity  dwindled  to  16%,  low- 
est level  since  1954. 

The  end  is  not  yet  in  sight.  With 
cocoa  prices  at  record  levels,  chocolate 
profits  have  continued  to  deteriorate. 
But  thanks  to  the  Cory  acquisition, 
which  will  contribute  at  least  12  cents 
a  share  to  this  year's  earnings,  Her- 
shey's over-all  net  is  running  about 
level  with  last  year's. 

Looking  For  Acquisitions 

Clearly  Hershey  has  made  consider- 
able progress.  But  even  Schiller  cannot 
deny  that  it  is  not  yet  enough.  While 
almost  a  third  of  Hershey's  business 
(though  less  of  its  profits)  now  come 
from  its  diversified  operations,  choco- 


late continues  to  be  the  foundation  of 
the  company's  fortunes,  and  these  days 
that  foundation  is  treacherous  indeed. 
"We  have  sought  numerous  times  to 
acquire  still  more  companies,"  Schiller 
says,  "but  nothing  has  developed." 

To  be  sure  that  something  does,  the 
company  has  now  enlisted  the  help  of 
a  major  management  consulting  firm  to 
seek  out  likely  prospects.  Certainly 
Hershey  is  in  an  admirable  position  to 
make  acquisitions.  With  only  $25  mil- 
lion in  debt,  it  has  barely  tapped  its 
financial  resources.  It  is  still  small 
enough,  and  its  product  line  narrow 
enough,  to  make  acquisitions  without 
risking  anti-trust  wrath. 

On  the  other  hand,  of  course,  Her- 
shey Foods  would  itself  shape  up  as  a 
great  prize  for  almost  any  acquisition- 
minded  company;  and  with  Hershey 
stock  selling  at  only  15-16  times  earn- 
ings, more  than  one  company  has 
already  made  at  least  tentative  ap- 
proaches. "Our  sales  look  pretty  good, 
but  there's  no  gainsaying  that  we've 
got  to  get  our  profits  up,"  Schiller  says 
frankly.  And  he  adds:  "If  it  weren't 
for  the  school's  holdings,  there'd  be 
offers  to  acquire  Hershey  coming  in 
every  day.  In  fact,  the  subject  does 
come  up  regularly." 

So  far,  of  course,  the  school  has  had 
little  reason  for  second  thoughts.  ■ 
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Sickness  Is  Its  Most  Important  Market 

Competitors  are  springing  up  on  all  sides,  but  Illinois'  American  Hospital  Supply  is  relying 
on  its  unmatched  merchandising  knowhow  to  maintain  its  domination  of  tffe  market. 


Get  Hahhv  K.  DeWitt,  61-year-old 
president  of  American  Hospital  Supply 
Corp.,  talking  about  his  company  and 
he  sounds  like  a  youngster  who  has 
just  received  his  first  bicycle, 

At  the  drop  of  a  hat,  DeWitt  will  tell 
you  why  his  companj  is  the  best  man- 
aged in  the  country.  Some  people  are 
inclined  to  believe  him,  and  anyone 
who  looks  at  American  Hospital  Sup- 
ply's record  might  grant  that  at  least 
lie  tan  make  something  of  an  objec- 
tive ease.  In  the  past  ten  years  sales 
have  increased  nearly  fourfold  to  $320 
million,  net  income  more  than  five 
times  to  S17.N  million.  Much  of  that 
growth  has  come  internally,  although 
AHS'  recent  acquisitions  did  include 
institutional  furniture  and  equipment 
maker  Hamilton  Manufacturing  with 
$45  million  in  sales. 

Under  founder  Foster  C.  McGaw 
(now  chairman)  and  DeWitt,  AHS  has 
thrived  on  sickness  for  45  years.  Not 
that  they  want  to  see  people  taken  to 
a  hospital.  As  DeWitt  puts  it,  "We're 
living  longer,  and  that  means  we're  go- 
ing to  contract  more  diseases.  You  have 
to  go  to  a  hospital  today  because  the 
treatment  has  grown  too  sophisticated 
for  the  home  or  the  doctor's  office.' 

That's  where  AHS  comes  in  as  the 
country's  No.  One  hospital  supplier. 
With  its  highly  trained  sales  force, 
about  1,000  strong  and  by  far  the 
largest  in  the  industry,  the  company 
blitzes  U.S.  hospitals  with  a  line  of 
over  50,000  products. 

"Other,  larger  companies  have  tried 
to  duplicate  our  pattern  in  recent 
years,"  remarks  DeWitt.  "and  they 
have  found  to  their  chagrin  that  it's 
easier  said  than  done."  AHS'  two  larg- 
est competitors,  Brunswick  Corp.'s 
A.  S.  Aloe  division  and  the  Will  Ross, 
Inc..  together  probably  do  only  about 
two-thirds  ol    AHS's  volume.   AHS  is 


also  careful  to  keep  out  of  fields  like 
X-ray  equipment  and  surgical  dress- 
ings, where  it  would  butt  heads  with 
companies  as  strong  as  General  Elec- 
tric and  Johnson  &  Johnson. 

Originally  AHS  was  for  the  most 
part  a  distributor  of  other  people's 
products,  which  as  recently  as  1959 
accounted  for  some  83%  of  company 
sales.  In  the  early  Sixties  the  company 
netted  only  4.4  cents  on  the  sales  dol- 
lar, while  its  return  on  equity  was 
declining  from  18%  to  12%.  Today 
DeWitt  has  brought  the  company's 
manufacturing  proportion  up  close  to 
half,  margins  have  increased  to  5.6%, 
while  return  is  now  close  to  18%. 

Disposable  Profits 

Another  advantage  of  producing 
main-  of  the  products  it  sells  is  that  it 
enables  AHS  to  develop  new  markets 
at  its  own  pace  rather  than  waiting  for 
others  to  do  the  job.  Furthermore,  oth- 
er manufacturers  tend  to  keep  the  best 
items  for  themselves  and  leave  the  rest 
for  the  distributor.  And  AHS'  ability 
to  take  on  the  manufacturing  of  items 
it  still  buys  has  a  salutary  effect  on 
supplier  prices. 

One  of  the  fastest-growing  areas 
for  AHS  has  been  disposable  medical 
products,  where  margins  run  consider- 
ably higher  than  in  the  rest  of  the  com- 
pany's business.  Says  DeWitt,  "We 
introduced  our  disposable  plastic 
syringes  and  needles  ten  years  ago  at 
a  cost  of  15  cents,  with  sales  of  just  a 
few  million.  Today  the  cost  is  just  5!i 
cents,  but  our  sales  have  increased 
more  than  15  times  over." 

As  other  large  companies  have 
moved  into  the  rapidly  expanding 
throwaway  market,  an  estimated  $300 
million,  price-cutting  has  mounted,  but 
so  far  DeWitt  refuses  to  take  it  serious- 
ly. "I  just  don't  see  the  kind  of  price- 


cutting  occurring  that  could  really  hurt 
us,"  he  says.  "After  all,  our  costs  are 
the  lowest  in  the  business,  and  our  vol- 
ume is  expanding  very  fast."  Even  so, 
DeWitt  isn't  taking  any  chances.  Last 
spring  he  acquired  Hamilton  Manu- 
facturing for  788,000  AHS  shares,  and 
in  late  May  he  sold  nearly  $60  million 
worth  of  stock,  a  third  of  it  to  retire 
short-term  debt  and  the  rest  for  an  am- 
bitious expansion  of  AHS'  manufactur- 
ing facilities. 

The  stock  sale,  DeWitt  points  out, 
had  an  additional  advantage.  The  after- 
tax cost  of  the  additional  common  divi- 
dends was  less  than  the  $1.3  million 
AHS  had  been  paying  on  its  debt.  "Be- 
cause of  our  high  price  and  low  divi- 
dend payout,  we  actually  came  out 
ahead,"  DeWitt  says.  "You  might  say 
we  had  inverse  dilution." 

With  the  nation  growing  increas- 
ingly health  conscious  and  the  need 
for  labor-saving  devices  mounting,  a 
number  of  big  competitors  ranging 
from  International  Paper  to  W.  R. 
Grace  have  moved  into  AHS'  tradi- 
tional markets.  Heavy  price-shaving 
could  exercise  a  leveraged  effect  be- 
cause much  of  AHS'  revenues  comes 
from  low-margined  products  it  distrib- 
utes for  other  producers.  As  DeWitt 
sees  it  though,  AHS  has  a  strength 
that  money  alone  can't  dislodge.  The 
backbone  of  the  company  is  its  1,000- 
man  sales  force  (highly  motivated  by 
AHS  stock  options).  AHS  salesmen  are 
in  daily  contact  with  hospitals,  selling 
continuously  and  utilizing  fully  auto- 
mated distribution  centers  which  pro- 
vide same-day  services. 

In  a  very  real  sense  AHS  is  a  mar- 
keting and  merchandising  triumph. 
That  is  very  probabb  win  the  stock 
market  is  according  AHS  a  market 
value  of  SI  billion,  or  nearly  ten  times 
its  net  worth.  ■ 
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Before  you  go  hunting  investment  treasure- 


get  a 

professional 

guide. 


At  Manufacturers  Hanover,  we  believe 
in  total  performance  banking— the  ability 
to  do  the  whole  job,  from  serving  your 
checking  account  needs  or  protecting 
your  interests  overseas  to  helping  you 
manage  your  investments. 

It  is  this  total  performance  which 
qualifies  us  to  serve  as  a  professional 
guide  for  the  investor  who  seeks  invest- 
ment treasure. 

Currently,  we  have  fiscal  responsibil- 
ity for  the  management  of  funds  having 
a  value  of  more  than  seven  billion  dol- 
lars —  for  individuals,  families,  educa- 


tional and  charitable  foundations, 
corporations  and  others. 

At  Manufacturers  Hanover,  your 
investment  management  account  is  han- 
dled by  a  single  trust  officer  on  a 
person-to-person  basis.  It  is  his  job  to 
bring  to  focus  on  your  individual  situa- 
tion the  total  research  and  management 
capabilities  of  this  multi-billion-dollar 
organization. 

Ask  about  our  Investment  Manage- 
ment Service.  It's  the  professional  way 
to  hunt  investment  treasure. 
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. .  .  it's  good  to  have  a  great  bank  behind  you 

MANUFACTURERS  HANOVER  TRUST 

Personal  Trust  Division— 350  Park  Avenue,  New  York,  N.  Y.  10022  •  Tel:  350-5244  (Area  Code  212) 

47 


Night  life.  Lynda  Gloria  at  Le  Chateau  Champlain,  Montreal. 

Convention, 
anybody? 

A  convention  isn't  all  spangles  and  seltzer, 
you  know.  The  body  corporate  needs  space 
for  grouping  in  a  body.  And  more  space  for 
getting  away  from  bodies.  And  all  kinds  of 
audio-visual  paraphernalia  to  help  you  take 
the  big  view  of  things. 

Maybe  that's  why  more  conventions  con- 
vene at  Canadian  Pacific  hotels  (all  11  of 
them,  coast  to  coast)  than  at  any  other 
hotels  in  Canada.  Of  course,  it  may  not  be 
just  that  we  have  more  of  the  conventional 
trappings  to  give  you.  It  just  may  be  the 
unconventional  way  we  go  about  it. 

Convention,  anybody?  Contact  Bill  Gray, 
National  Sales  Manager,  Royal  York  Hotel, 
Toronto,  Ontario. 

Canadian  Gadjic  hotels 


Rexall  Calling... 

Justin  Dart  is  leading  Rexall's  push  into  yet 
another  new  field,  direct  selling  to  the  consumer. 


"The  direct-selling  market  is  an 
enormous  market.  It  deserves  to  have 
a  respectable  second-place  company, 
and  that's  all  we  hope  and  aspire  to 
be,"  says  Justin  W.  Dart,  president  and 
chairman  of  Rexall  Drug  &  Chemical 
Co.  He  means,  of  course,  second  to 
Avon  Products,  Inc.  His  plan  is  simple 
—just  increase  the  door-to-door  sales  of 
Rexall's  Tupperware  plastic  house- 
wares and  Vanda-Beauty  Counselors 
cosmetics,  plus  the  now-small,  door-to- 
door  business  of  West  Bend,  the  pots- 
and-pans  company  Rexall  is  acquiring 
for  $64  million  in  stock. 

Does  settling  for  second  place  sound 
as  though  Dart  is  losing  his  drive?  Not 
at  all.  But  at  61,  Dart  could  be  ex- 
cused for  being  a  bit  weary  as  he 
mounts  the  fourth  major  invasion  of  a 
new  field  since  he  took  charge  of  the 
"little  old  drug  store  outfit"  with  a 
flourish  in  1943.  At  that  time  he  was 
excited  about  retailing.  That  turned 
out  to  be  less  profitable  and  less  impor- 
tant on  the  stock  market  than  he  had 
imagined,  so  he  started  the  second 
phase  in  1949  by  founding  Riker  Lab- 
oratories to  put  Rexall  into  the  phar- 
maceutical business.  The  third  wave 
started  almost  by  accident  in  1958 
when  Rexall  bought  Tupper  Corp., 
a  plastics  company,  for  $15  million 
in  stocks  and  cash.  This  began  an 
eight-year  venture  into  plastics,  pack- 
aging and  petrochemicals. 

"We  took  on  a  hell  of  a  gamble  get- 
ting into  chemicals,"  Dart  admits  now, 
"a  bigger  gamble  than  I  realized." 
However,  the  gamble  seemed  to  be 
paying  off  by  1965:  Rexall's  sales  were 
up  97%  to  $360  million;  net  income 
had  jumped  286%  to  $24  million. 

Dart  so  enjoyed  competing  with  the 
established  chemical  companies  that 
he  barely  noticed  little  Tupper.  Oper- 
ating as  a  virtually  autonomous  unit, 
management  made  money  hand  over 
fist  producing  and  selling  plastic  food 
containers  to  women  around  the  world 
through  the  home-party  plan.  The  di- 
vision increased  its  sales  fivefold  in 
eight  years  to  over  $75  million,  and 
contributed  more  profit  than  any  other 
division.  Also,  in  part  because  it  was 
the  smallest  division  in  assets,  Tupper- 
ware had  the  highest  return  on  equity. 

But  late  in  1965  Dart  began  to  notice 
it  plenty,  as  it  became  evident  that 
polyethylene  prices  and  profits  prob- 
ably would  go  down.  Almost  reverting 
to  his  retailing  days,  Dart  decided  to 
go  after  more  of  the  consumer's  money 
in  the  home.  So  early  in  1966  the  Tup- 
perware  home-party    system    became 


the  base  for  Rexall's  new  direct-selling 
group,  with  Vanda  created  as  a  door- 
bell-ringing competitor  for  Avon. 

Dart  soon  found  out,  however,  that 
getting  even  a  tiny  bite  of  the  new 
markel  could  be  a  jaw  breaker.  The 
new  venture  needed  little  capital  be- 
cause Rexall  already  had  plants  and 
experience  in  making  cosmetics  for  its 
retail  outlets.  But  after  almost  two 
years,  Vanda  was  still  losing  money 
on  about  $18  million  in  sales  in  1967. 

In  the  Ball  Game 

To  strengthen  Vanda,  early  this  year 
Dart  bought  the  inventories,  product 
names  and  formulas  of  Romney  Cos- 
metics, which  Chas.  Pfizer  &  Co.,  Inc. 
was  happy  to  unload  for  about  $1  mil- 
lion in  cash.  Next,  Dart  diluted  Rexall's 
stock  to  pay  $18  million  for  Beauty 
Counselors,  the  existing  No.  Two  di- 
rect-selling cosmetics  company  ($14 
million  in  sales;  $857,000  in  earnings). 

Says  Dart:  "We're  in  the  ball  game 
now,  but  we  won't  be  in  the  ball  game 
as  a  serious  contender  for  at  least  nine 
months  while  we  round  out  our  line. 
Then  for  the  next  12  months  we'll  be 
pushing  hard  for  a  position.  It's  going 
to  be  a  long,  slow,  steady,  sound,  con- 
structive go  at  it.  There'll  be  no  sub- 
stantial profits  in  cosmetics  for  years." 

By  contrast,  Tupperware  has  always 
made  a  profit  and  produced  a  higher 
return  on  sales  than  the  average  Rexall 
division.  Estimates  are  that  Tupper- 
ware now  provides  a  fourth  of  Rexall's 
revenues  and  almost  half  of  its  earn- 
ings. Also,  it  is  a  sizable  contributor  to 
Rexall's  return  on  equity,  which  sagged 
from  19.5%  in  1965  to  14.7%  in  1967 
because  of  common  or  convertible  pre- 
ferreds  issued  to  make  acquisitions. 

"We  are  in  no  sense  out  after  Avon," 
Dart  emphasizes.  "We're  out  after  a 
share  of  a  very,  very  big  market  with 
a  big  profit  potential."  But  he  does 
like  the  looks  of  Avon's  44%  return  on 
equity  last  year.  "Rexall  wouldn't  mind 
at  all  being  looked  on  as  being  mod- 
eled after  Avon  in  profitability,"  Dart 
says.  "We  might  not  be  able  to  do  what 
Avon  has,  but  we're  betting  that  we 
can.  We're  stubborn.  We  have  man- 
power, money  and  experience." 

He  pauses  to  stir  an  antacid  in  a 
glass  of  water,  then  goes  on:  "Give  us 
a  couple  of  years,  and  we  ought  to 
make  some  money  on  cosmetics.  Give 
us  five  years,  and  we  ought  to  be  mak- 
ing a  substantial  return." 

In  view  of  what  he  has  done  with 
the  "little  old  drug-store  outfit"  in  the 
past  25  years  who's  to  doubt  him?  ■ 
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Bull  Market 
In  New  Issues 

Whenever  a  commodity  is  in  strong 
demand,  so  Adam  Smith's  classic 
dictum  goes,  the  price  tends  to  rise 
to  the  point  where  potential  suppli- 
ers strain  every  nerve  to  meet  that 
demand.  Precisely  that  has  been 
happening  for  at  least  18  months  in 
the  market  for  new  stock  issues. 

Anyone  who  doubts  it  might  look 
first  at  the  table  at  the  right,  re- 
printed (with  new  information  add- 
ed) from  the  July  1,  1967  issue  of 
Forbes.  It  lists  52  new  issues  float- 
ed between  Jan.  1  and  June  15, 
1967,  together  with  the  original  of- 
fering price,  the  price  as  of  mid- 
June  (adjusted  for  all  stock  splits), 
and  the  percentage  gain  or  loss  be- 
tween those  two  dates.  The  new  in- 
formation is  contained  in  the  two 
right-hand  columns,  which  give  a 
recent  1968  quotation  and  the  per- 
centage gain  or  loss  since  mid-[une 
1967. 

The  first  noteworthy  feature 
about  the  list  is  that  no  fewer  than 
40  of  the  52  stocks  on  the  list  regis- 
tered a  gain  over  the  offering  price 
l)\  mid-June  1967.  Furthermore, 
38  of  the  52  have  shown  continu- 
ing gains  since  then,  often  of  sub- 
stantial proportions.  No  fewer  than 
17  racked  up  gains  ot  over  101)'., 
nine  gained  over  200'.,  and  four 
increased  more  than  300%. 

For  example.  Aero  Systems,  a 
Florida-based  company  that  sells, 
installs  and  services  aircraft  com- 
munications, navigational  and  flight 
control  equipment,  came  out  in 
March  L967  at  62X  cents  a  share. 
It  had  risen  to  S2  by  June  1967, 
and.  aided  by  two  stock  dividends 
and  some  nine  acquisitions  in  the 
interim,  was  recently  quoted  on  the 
over-the-counter  market  at  18S. 
Cellu-Cralt,  a  maker  of  specialized 
plastics  and  packaging,  has  quin- 
tupled in  price  since  June  1967, 
a  performance  that  a  company 
spokesman  characterized  as  merely 
"keeping  pace  with  the  growth  of 
the  field."  The  president  of  Olla 
Industries,  a  New  Jersey-based 
handbag  maker,  explains  his  com- 
pany's 352%  gain  by  predicting 
tripled  sales  and  doubled  earnings 
by  year's  end.  But  the  president  of 
Research-Cottrell,  a  maker  of  air 
pollution  control  treatment  equip- 
ment whose  stock  also  nearly  quad- 
rupled over  the  same  period,  says 
flatly,  "I  don't  know  why  it  went  up. 
We  have  nothing  dramatic  to  re- 
port. It  may  be  in  anticipation  of 
the  stock  split." 


1967  New  Issues 


They  were  highfliers  last  year,  and 
this  year  have  kept  right  on  soaring. 


1967 

June 

Gain 

Gain 
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1967 

Over  Offering 

Recent 

Over  June 

Company 

Price 

Price 
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T967 

Aero  Systems 

y8 

2 

225.0% 

183/4 

861.5%  f 

AITS,  Inc. 

10 

19% 

97.5 

443/4 

126.5 

Allen  Aircraft  Radio 

10 

15 

50.0 

14V4 

-  5.0 

American  Institutional  Developers 

10 

14% 

47.5 

41% 

181.3 

Bro-Dart 

14% 

24% 

71.6 

643/4 

160.3 

Capital  International  Airways 

26 

273/4 

6.7 

24% 

-12.6 

Carolina  Caribbean 

7% 

7  Ms 

—  5.0 

22 

208.7 

Cellu  Craft :=:; 

4% 

43/4 

ft 

25 

426.3 

Champion  Products 

13 

13% 

2.9 

25  % 

90.6 

City  News  Printing 

10 

9% 

-  1.3 

IP/4 

13.9 

Computer  Diode 

IVa 

5% 

95.5 

19 

253.4 

Computerized  Automotive  ** 

m 

19 

153.3 

13 

—31.6 

Datatab 

5% 

10 

81.8 

16% 

66.7 

Decorator  Industries 

2% 

3Va 

30.0 

16% 

400.0 

Duplex  Products 

13% 

14% 

4.6 

13% 

-  1.8 

Dynell  Electronics 

6% 

15 

130.8 

12% 

—  14.2 

Eberline  Instrument 

2% 

10% 

306.3 

14% 

33.3 

Farah  Manufacturing 

18 

24% 

36.8 

57% 

133.0 

General  Employment  Enterprises 

6 

11% 

91.7 

15% 

34.7 

Gilford  Instrument  Labs 

12 

24 

100.0 

25 

4.1 

Greenman  Bros.  Inc. 

6 

6 1/4 

4.2 

17% 

180.0 

Gulf  Aerospace  Corp. 

4 

4% 

21.9 

8% 

74.3 

Gwalfney,  Inc. 

I6V4 

20% 

24.6 

36% 

80.2 

Home  Beneficial  Life  Insurance 

263/4 

213/4 

—  18.7 

21V4 

—  2.3 

Huck  Manufacturing 

20 

20 

ft 

14% 

—28.1 

Irvington  Place,  Inc. 

5 

43/4 

-  5.0 

9% 

100.0 

Key  Pharmaceuticals 

6% 

83/4 

34.6 

13% 

54.2 

Leggeft  &  Piatt  % 

5 

4% 

-17.5 

14% 

251.5 

Liberty  Leasing  Co. 

5 

10% 

110.0 

37 

252.3 

Mel-Pro  Water  Treatment 

7% 

14 

86.7 

13% 

—  3.6 

Micronelic 

4 

8% 

112.5 

% 

—92.6 

Mississippi  Valley  Structural  Steel 

21 V2 

19 

-11.6 

19% 

1.3 

New  England  Nuclear  Corp. 

19% 

39V4 

101.3 

33  y4 

-15.3 

Olga  Co. 

12 

13 

8.3 

243/4 

90.3 

Olla  Industries 

6 

6% 

2.1 

27% 

351.8 

Pentair  Industries 

V/e 

Witt 

8.7 

2% 

70.0 

Pinkerton's 

11% 

18% 

62.0 

40 

114.7 

Putnam's  Sons,  G.  P. 

26 

23% 

—  9.1 

15% 

-35.6 

Ransburg  Electro-Coating 

15% 

171/2 

12.9 

34% 

96.4 

Research-Cottrell 

4% 

12% 

166.1 

48% 

293.2 

Roy,  Milton 

13 

20% 

56.7 

24% 

20.2 

Sadlier,  William  H. 

12 

10% 

-12.5 

13 

23.8 

Safe  Flight  Instrument 

20 

42 

110.0 

123/4 

—69.6 

STV,  Inc.m 

9 

133/4 

52.8 

12 

-12.7 

Semtech  Corp. 

8% 

15  '/4 

79.4 

19 

24.5 

Sentry  Manufacturing 

3 

31/4 

8.3 

6 

84.6 

Sonderling  Broadcasting 

13 

15 

15.4 

37 

146.6 

Summers  Electric 

10 

9% 

—  1.3 

13 

31.6 

The  Seven-Up  Co. 

22'/2 

27% 

21.7 

40  Va 

47.0 

U.S.  Surgical  Corp.  ? 

3 

8 

166.7 

13% 

68.7 

Wright  Air  Lines 

6 

53/4 

—  4.2 

63/4 

17.3 

WTC  Air  Freight 

12 

15% 

29.2 

15% 

H 

Between  1/1/67  and  6/)  5/67.  fGain  excludes  the  value  of  shares  distributed  in  other 
companies.  **  Prices  exclude  value  of  warrants,  ft  No  change,  t  Sold  in  unrts  with 
debentures,     tasked  price.      %%%  Formerly  Sanders  &  Thomas 
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( -w  en  iIhs  knul  <>l  market  action, 
ii  should  be  the  easiest  prediction 
in  the  world  to  make  that  tl>is  yeai 
would  sec  a  rising  tide  of  new  issues. 
And  so  it  has,  These  two  pages 
contain  a  list  of  108  new  issues  since 
Jan,  I .  L968,  The)  are,  however,  oi 
much  larger  average  size  than  the 

new   issue  list  of   1967.  So  great  lias 

been  the  increase  in  their  number 
this  year  that  it  was  possible  to  limit 
the  1968  list  to  offerings  ol  ovei 
$]  million,  whereas  the  L967  list 
dipped  down  as  low  as  $300,000, 
Talcing  all  stocks   issued   lor   the 

liisl  hall  ol  both  \  ears,  there  weie 
172  Moated  in  the  Januarv  June  pe- 
riod ol  L967  with  a  total  offering 
price  ol  $1.5  billion;  in  the  corre- 
sponding period  of  L968,  the  figures 

have  swelled  to  I  IS  new  issues  w  ith 

a  total  offering  price  ol  $2.5  billion, 
In  laet.  during  Apt il.  \la\  and  June 

of  this  year  the  volume  of  new  is- 
sues was  running  in  excess  ol   $500 
million  per  mouth. 
\\  ho    are    the    star    performers 

among  the  new  issues  thus  far  m 
L968,  and  how   is  tin-  list  as  a  whole 

performing?  To   take   the   second 

question  first,  it  might  have  been 
expected  that  the  new  1968  issues 
would  suller  Iw  comparison  with 
their  1967  counterparts,  mainlj  lor 
considerations  of  time:  After  all, 
the  1967  candidates  had  had  on 
average  an  additional  \eai  in  which 
to  shake  down  their  operations,  be- 
come belter  known  to  investors  ami 
presumably  therefore  to  rack  up 
further  gains. 

That  does  not  prove  to  he  the 
case,  however,  The  1968  new  issues 
listed  on  this  spread  are  only  about 
twice  as  numerous  as  those  ol  1 967, 
yet    the)    provide    proportionate!) 

even  more  sensational  price  in- 
creases oxer  the  offering  price,  Spe- 
cifically, they  show  43  issues  regis- 
tering gains  of  over  10051  since 
llotation.    IT    with    over    200',.    and 

ten  with  300S  or  better  The  fig- 
ures on  tin-  loss  side  are  even  more 

striking:  Only  eight  issues  floated 
iii  10(SS  have  slipped  below  the 
offering  price  as  ol  a  recent  date 
iv  ten  in  L967,  although  the  num- 
ber of  stoeks  involved  in  1968  was 
more  than  double  that  of  1907. 

The  L968  list  is  also  not  lacking 
in  individual  star  performers.  Two 
January  flotations-  Bandag,  which 
sells  tire  recapping  equipment,  and 
Docutel  Corp.,  a  computer  systems 
outfit,  have  enjoyed  price  improve- 
ments in  the  meantiin.  and 
I15S,  respectively.  Planel  Oil  & 
Mineral,  an  exploi  i  company,  is 
up  no  less  than  550  ice  February. 
National  Student  Marketing  showed 
a  startling  gain  ol    B                (  e  April, 


1968   New   Issues 


Number  of 

Shares 

Offering 

Recent 

Company 

Offered 

Price 

Price 

Change 

January 

American  Snacks 

225,000 

I6V2 

22'/2 

36.4% 

Bandag 

140,000 

12 

48 

300.0 

(hroneticj 

200,000 

6 

10% 

75.0 

Docutel  Corp. 

425,000 

10 

4P/2 

315.0 

Efficient  Leasing 

200,000 

*.   7 

18 

157.1 

Flight  Safety 

270,000 

183/4 

24  % 

30.7 

Gamma  Process  Co. 

200,000    \ 

5 

27 

440.0 

NCC  Leasing 

260,000 

5 

103/4 

115.0 

Precision  (asparts 

120,000 

12'/2 

213/4 

74.0 

Republic  Gypsum  ' 

300,000 

VA 

14V4 

90.0 

United  Convalescent  Hosp. 

529,260 

10 

18 

80.0 

February 

Kings  Electronics 

198,979 

9'/8 

9% 

1.3 

Mogul  Corp. 

250,000 

17'/4 

33  % 

94.2 

Planet  Oil  &  Mineral 

500,000 

10 

65 

550.0 

Robo-Wash 

205,000 

11 

32 

190.9 

Supreme  Equip.  &  Systems 

112,500 

9 

19V2 

116.7 

Transmation,  Inc. 

155,400 

8 

12V2 

56.3 

March 

Academic  Press 

315,000 

16% 

29 

73.1 

Barringer  Research 

200,000 

5V2 

13 

136.4 

C.G.S.  Scientific 

151,200 

7 

14 

100.0 

Care  Centers 

200,000 

6 

858 

43.8 

Clarkson  Industries 

287,000 

V/2 

13 

73.3 

Combustion  Equipment 

200,000 

10 

38 

280.0 

Digital  Applications 

400,000 

7 

17*4 

153.6 

Graham  Manufacturing 

313,210 

12 

11% 

-  4.2 

Information  International 

110,000 

24 

74 

208.3 

King  Radio  Corp. 

250,000 

13 

32 

146.2 

Leisure  Group  inc. 

175,000 

13 

44 

238.5 

Nationwide  Industries 

200.000 

13V4 

55 

300.0 

April 

Computer  Investors  Group 

375,000 

10 

23' 2 

135.0 

Curtline  of  America 

140,000 

9</2 

17V* 

81.6 

Data  Packaging  Corp. 

150,000 

12 

31V2 

162.5 

Fuller,  H.  B. 

150,000 

20 

28'2 

42.5 

National  Student  Marketing 

200,000 

6 

58 

866.7 

Outdoor  Supply  Co. 

200,000 

5 

8'/8 

77.5 

Rentex  Services 

200,000 

13'2 

1834 

38.9 

May 

American  Medicorp. 

345,000 

20 

42 

110.0 

Automated  Mgt.  Systems 

180,000 

6<4 

17'2 

180.0 

Block  Engineering 

176,440 

10': 

19*4 

88.1 

Booth  Computer 

150,000 

18 

47 

161.1 

Citation  Manufacturing 

412,000 

5 

1034 

115.0 

Comp  D  Check 

300,000 

3'j 

7': 

114.3 

Computer  Servicenters 

175,000 

6 

12'2 

108.3 

Downe  Communications 

220,000 

10 

58 

480.0 

Four  Seasons  Nursing  Centers 

360.000 

11 

46 

318.2 

Golden  Flake 

250,000 

8 

16': 

106.3 

Griffiths  Electronics 

105,000 

10% 

10*4 

2.4 

Integrated  Container  Serv. 

200.000 

20 

49 

145.0 

Le  Gran  Corp. 

100,000 

10': 

11 

4.8 

Lonergan  Corp. 

290,000 

IP  2 

19'2 

69.6 

Martin  Brower  Corp. 

270,000 

19 

22'  2 

18.4 

Minnie  Pearl's  Chicken  Sys. 

391,694 

20 

50 

150.0 

t  Sold  m  units  with  bonds. 
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1968   New  1 

ssues 

Number  of 

Shares 

Offering 

Recent 

Company 

Offered 

Price 

Price 

Change 

May  Cont'd 

Moore,  Samuel  &  Co. 

365,000 

13Vi 

14% 

11.3% 

National  Data  Corp. 

240,000 

15 

74 

393.3 

Omni  Spectra 

100.000 

14V2 

183/4 

29.3 

Petrie  Stores 

500,000 

30 

38 

26.7 

Seversky  Electronatom 

600,000 

12V2 

11 

—  12.0 

Spacerays 

100,000 

19 

I7V2 

-  8.0 

Specialized  Services 

110.000 

10 

16 

60.0 

Superior  Surgical  Mtg. 

168,000 

11 

14U 

29.5 

Symetrics 

100,000 

10 

\m 

75.0 

Systemetrics 

150,000 

bVi 

8 

23.1 

United  Dollar  Stores 

259,144 

18 

29 

61.1 

U.S.  Financial 

250,000 

103/4 

41 

281.4 

Wells  Management 

165.000 

73, 

21 

171.0 

June 

American  Agronomics 

200,000 

8 

18 

125.0 

Automation  Sciences 

250,000 

4 

I6V4 

306.3 

Baker,  Michael 

200,000 

12 

14 

16.7 

Everest  &  Jennings 

200,000 

15 

24 

60.0 

Intermediate  Nursing  (enters 

120,000 

10 

IOV2 

5.0 

Keith  (lark 

200,000 

11 

18 

63.6 

Medi-Card 

200.000 

5 

5 

* 

Medic-Home  Developers 

300,000 

10 

14 

40.0 

Motch  &  Merryweather  Mach. 

288,800 

18 

1438 

-20.1 

Mulrronics 

200.000 

51/2 

6V4 

18.2 

National  (omputer  Systems 

140,000 

12 

42 

250.0 

Parkway  Distributors 

216,000 

13V2 

14y4 

9.3 

Phelan  Sulphur 

400.000 

Stt 

11 

100.0 

Photo  Magnetic  Systems 

150,000 

8 

9 

12.5 

ted  Food  Stores 

230,000 

12'/2 

11% 

—10.0 

Rite  Aid  (orp. 

350,000 

25 

273/4 

11.0 

Rollins  leasing 

355.000 

13'/2 

48 

255.6 

U.N.  Alloy  Steel 

358.150 

10 

26'4 

162.5 

July 

Aydin 

100.000 

15 

20 

33.3 

Bonanza  International 

425,000 

6V2 

173/4 

173.1 

(amel  Manufacturing 

300.000 

9 

113/4 

30.6 

(harles  River  Breeding 

190,000 

16 

IVh 

40.6 

Daniel  Industries 

200,000 

.23 

2634 

16.3 

Educasting  Systems 

450,000 

10 

20' 2 

105.0 

Hesston  (orp. 

300,000 

16 

I6V2 

3.1 

Holobeam 

205,000 

12V2 

23 

84.0 

Knight  Industries 

180.000 

IOV2 

IPs 

6.0 

Market  Monitor 

180,000 

6 

85/e 

43.8 

Photo  Magnetic  Systems 

150,000 

8 

83/4 

9.4 

Unibraze  (orp. 

200,000 

6V2 

Vh 

15.4 

Unicare  Health  Services 

228.000 

10 

37 

270.0 

August 

Al(  Photo 

310,000 

12'/2 

15 

20.0 

Barwick  Industries 

500,000 

16 

17V2 

9.4 

(lassitied  Financial 

185.000 

7 

75/8 

8.9 

Food  Industries 

180.000 

10 

83/4 

—12.5 

General  (omputer  Services 

250,000 

5 

10'/2 

110.0 

Hach  (hemical 

100,000 

13 

21V2 

65.4 

Material  Sciences 

200,000 

20 

11 

—45.0 

National  Beef  Packing 

235,000 

17'/2 

15 

—14.3 

Pergamon  Press 

150,00(3 

19 

201/2 

7.9 

Wallace,  Sam.  P. 

300,000 

9V* 

I2V5 

28.2 

Wigwam  Stores 

333,000 

133/8 

14% 

6.5 

tSold  in  units  with  bonds 

'No  change. 

while  book  and  magazine  publisher 
Dovvne  Communications  has  almost 
sextupled  in  value  since  May.  Even 
one  July  company,  Unicare  Health 
Services,  has  been  able  to  show  a 
270%  gain  in  the  brief  period  since 
then. 

Don't  any  new  issues  ever  come 
out  and  flop?  The  light  sprinkling 
of  minus  signs  on  the  new-issues  list 
for  both  1967  and  1968  indicates 
that  some  do.  In  1967,  for  example. 
Safe  Flight  Instrument,  a  maker  of 
aircraft  devices,  came  out  during 
May  at  20,  rose  by  mid-June  to  42 
—and  was  recently  quoted  at  12%. 
But  the  company  reports  that  it  has 
"been  advised"  to  say  nothing  about 
the  reasons  because  of  a  secondary 
issue  scheduled  for  late  October. 
Computerized  Automotive  Report- 
ing Service,  by  contrast,  is  quite 
explicit  about  why  its  stock,  after 
coming  out  in  March,  1967  at  Tk 
and  rising  by  June  to  19,  then  fell 
oft  to  a  recent  13.  It  ascribes  its 
troubles  to  such  strong  demand  for 
its  services  that  its  computer  was 
unable  to  cope. 

Some  few  of  the  new  1968  issues, 
as  already  noted,  also  have  sagged 
below  the  initial  offering  price. 
Motch  &  Merryweather  Machine 
Co.,  a  Cleveland-based  machine 
tool  outfit,  came  out  in  June  at  18 
and  promptly  declined  by  just  over 
207.  And  Material  Sciences,  which 
is  buying  into  the  foundry  field,  fell 
by  more  than  twice  that  much  be- 
tween its  flotation  early  in  August 
and  the  end  of  the  month.  But  the 
most  amazing  characteristic  of  the 
1968  list  is  still  the  relatively  few 
declines  so  far. 

Is  that  likely  to  remain  the  case? 
Though  admittedly  often  a  poor 
<4uide,  history  suggests  that  it  will 
not.  In  its  July  1,  1967  discussion 
of  last  year's  new  issues,  Forbes 
also  took  a  backward  look  at  50  of 
the  hot  new  issues  that  appeared 
back  in  1961  and  1962.  At  their 
highs  in  those  years,  all  50  showed 
gains  reminiscent  of  those  reap- 
pearing in  1967  and  1968.  Re-ex- 
amined five  to  six  years  later,  how- 
ever, 28  of  the  50  were  below  their 
1961-62  highs,  and  often  below 
their  offering  prices. 

But  as  long  as  the  balance  re- 
mains heavily  on  the  side  of  gains 
rather  than  losses  for  new  issues, 
their  flow  can  hardly  be  expected 
to  abate.  That  reasonable  surmise  is 
more  than  borne  out  by  the  figures: 
As  of  mid-August,  153  new  issues 
were  in  registration.  That  the  sup- 
ply will  continue  ample,  as  long  as 
the  demand  for  them  remains 
strong,  is  the  safest  bet  of  this  or 
any  other  vear.  ■ 
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Tricky  Hand 


John  Harley,  brought  in  to  reshuffle  operations  at  Pacific  Vege- 
table Oil,  finds  he  may  lose  before  he  can  even  play  all  his  cards. 


John  C.  Harley  knew  he  faced  a 
tough  job  when  he  took  over  as  presi- 
dent and  chief  executive  of  San  Fran- 
cisco's Pacific  Vegetable  Oil  Corp.  a 
year  ago.  PVO,  a  heavy  trader  in  the 
international  markets  for  commodities 
like  safflower  seed  and  oil,  copra  and 
soybeans,  had  lost  money  in  two  of 
the  preceding  four  years.  Never  during 
the  1960s  had  it  made  more  than  $1 
million  from  operations,  despite  rev- 
enues ranging  from  $104  million  to 
$141  million. 

But  just  how  tough  a  job  it  would 
be,  Harley  could  never  have  dreamed. 
Tackling  PVO's  operating  problems 
was  tough  enough.  But  before  he  was 
in  office  a  year,  he  faced  a  full-fledged 
proxy  fight  involving  an  apparent  split 
in  the  company's  founding  family,  the 
comeback  attempt  of  the  man  he  had 
shoved  aside  to  become  president  and 
the  schemes  of  an  outside  stock  market 
operator.  In  the  light  of  the  first  skirm- 
ish with  his  opponents  last  month,  the 
50-year  old  Harley  could  well  be  look- 
ing for  a  new  job  by  Christmas. 

Commodity  Capers 

The  present  situation  had  its  be- 
ginnings several  years  ago  when  in- 
ternal unrest  arose  over  the  policies  of 
Barney  T.  Rocca  Jr.,  53,  president 
since  1957  and  son  of  the  company's 
founder.  Harley,  formerly  head  of 
PVO's  profitable  rice  milling  and  grain 
elevator  operations,  and  others  object- 
ed to  Rocca's  heavy  dependence  on 
safflower  and  his  very  active  trading  in 


soybeans,  flaxseed  and  other  commodi- 
ties to  hedge  against  price  swings  in 
safflower.  These  operations,  they  con- 
tended, had  been  run  at  a  net  loss  be- 
tween 1963  and  1967.  In  June  1967, 
they  convinced  the  board.  Harley  was 
made  president.  Rocca,  though  he  con- 
trols 6%  of  the  stock  and  though  his 
father  still  is  on  the  board,  was  kicked 
upstairs  to  chairman  and  stripped  of 
operating  authority. 

"What  we  had  to  do  was  stop  this 
trading  simply  for  trading's  sake,"  says 
Harley,  "and  eliminate  some  other  un- 
profitable business,  particularly  the 
unprofitable  sales  we  had  in  safflower, 
copra  and  soybeans."  Straightway  he 
began  cutting  back.  In  the  first  nine 
months  of  fiscal  1968,  through  last 
Mar.  31,  he  trimmed  PVO's  revenues 
to  $71  million  from  $96  million.  Rocca, 
sitting  by  powerless  as  his  pet  opera- 
tions were  dropped,  finally  resigned 
as  chairman  this  past  June  28. 

This  did  not  mean  the  end  of  Har- 
ley's  problems,  however.  For  one  thing, 
the  cutbacks  in  sales  did  not  produce 
any  improvement  in  profits.  Nine- 
month  earnings  through  Mar.  31 
slumped  slightly  more  than  revenues, 
from  70  cents  to  27  cents  a  share.  "The 
major  difference  here,"  Harley  says, 
"is  that  in  1967  they  had  a  large  gain 
from  the  sale  of  property.  Also,  those 
figures  did  not  hold  up  for  the  full 
year.  In  the  fourth  fiscal  quarter  they 
had  an  operating  loss  of  $119,000, 
which  pushed  per-share  earnings  down 
to  50  cents.  We'll  come  close  to  that 


House  Divided.  When  PVO  directors  elected  John  Harley  (left)  president,  com- 
pany founder  Barney  Rocca  Sr.  (center)  went  along  with  it  even  though  his  son 
Barney  Rocca  Jr.  (right)  was  ousted.  Rocca  Sr.  has  tried  to  work  out  a  com- 
promise. But  when  his  son  and  others  started  a  proxy  fight,  he  sided  with 
Harley  and  management.  His  company,  family  or  no,  was  still  his  company. 


figure  this  year  on  less  sales." 

What's  more,  Rocca's  departure  did 
not  mean  that  he  was  quitting  the  fight. 
He  still  retained  a  seat  on  the  nine-man 
board,  and  immediately  upon  resigning 
as  chairman  he  announced  that  he  was 
joining  New  York  stockbroker  Fred- 
erick G.  Cartwright  in  a  proxy  fight 
to  gain  control  of  the  board  and  regain 
the  presidency. 

Cartwright,  62,  the  pugnacious  head 
of  the  little  Wall  Street  firm  of  Cart- 
wright &  Parmelee,  has  often  operated 
in  undervalued  companies  before.  His 
pattern  is  to  buy  into  a  company  like 
PVO,  whose  common  recently  sold  at 
around  13  compared  with  a  book  value 
of  about  $17.80  and  a  1962  high  of  45. 
After  he  gains  representation  on  the 
board,  he  tries  to  make  changes  to  get 
the  earnings  and  the  stock  price  up, 
then  sells  out,  resigns  from  the  board 
and  goes  on  to  another  situation.  In 
recent  years  he  has  operated  this  way 
in  the  stocks  of  Weiboldt  Stores,  Ox- 
ford Electric,  Timely  Clothes  and 
Howard  Stores.  "What's  wrong  with 
doing  that?"  he  asks.  "If  the  company 
turns  around  and  the  stock  shoots  up, 
then  I've  done  my  job." 

Cartwright,  his  friends  and  clients 
claim  to  have  accumulated  over  20%  of 
PVO's  common  since  1964.  This  past 
March  Cartwright  requested  a  seat  on 
the  board,  but  was  turned  down.  So 
early  in  June  he  announced  he  would 
wage  a  proxy  fight  for  board  represen- 
tation at  the  company's  annual  meet- 
ing on  November  21.  Shortly  thereafter 
Rocca  resigned  as  chairman  and  joined 
forces  with  Cartwright.  In  a  prelimi- 
nary skirmish  early  last  month  they 
scraped  together  enough  votes  to  nar- 
rowly defeat  a  Harley  proposal  for  a 
new  issue  of  convertible  preferred  with 
which  management  had  intended  to 
make  acquisitions.  Clearly,  Harley  and 
the  present  board  have  work  to  do  be- 
fore the  annual  meeting. 

Added  support  for  Cartwright  and 
Rocca  may  come  in  November  from 
a  Bridgeport,  Conn,  investor  named 
Sidney  Hoffman,  who  voted  28,800 
shares  with  the  dissidents  in  the  Au- 
gust skirmish  over  the  preferred  stock. 
Late  last  month  Hoffman  tendered  $17 
a  share  for  75,000  additional  PVO 
shares,  to  expire  Sept.  10,  which  he  in- 
tends to  vote  for  the  Cartwright-Rocca 
cause  in  November.  If  the  tender  offer 
is  successful,  Hoffman's  16%  block  of 
stock  could  be  decisive. 

Cartwright,  Rocca  and  their  allies 
may  get  more  help  in  the  November 
proxy  fight  from  Rocca  Jr.'s  father, 
founder  Barney  T.  Rocca  Sr.  This  is  by 
no  means  certain,  however.  The  elder 
Rocca,  now  76,  remains  on  the  board 
and  sided  with  Harley  in  the  July 
battle  of  the  preferred  stock.  He  prof- 
fers (lie  careful  hope  that  his  son  may 
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•  Are  you  running  a  publicly  held  company? 

•  Are  you  about  to  make  an  offer  to  take  over? 

•  Or,  are  you  in  a  position  to  repel  boarders? 

•  Are  your  shares  in  the  hands  of  stockholders  who  have  a 
real  knowledge  of  your  company?  Awareness  of  its  pros- 
pects?   Faith  in  your  management? 

•  Investor  confidence,  whether  on  the  part  of  individuals 
acting  for  institutional  investors,  or  individuals  acting  for 
their  own  investment,  isn't  acquired  overnight. 

•  What  and  how  you're  doing  is  a  most  important  matter. 
But  it's  perhaps  more  important  that  those  who  matter  in 
matters  of  money  know  what  and  how  you  are  doing. 

•  The  men  who  read  Forbes 

—make  money 
—have  money 
—know  money 
—manage  money 

•  Maybe  they  ought  to  know  more  about  you  and  the  com- 
pany you  keep,  before  the  chips  are  down. 

Forbes  readers  don't  just  own  American  business. 
They  run  it. 
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Forbes:  capitalist  tool 


compromise  and  settle  for  perhaps  two 
seats  on  the  hoard  of  directors. 

So  far  though,  die  dissidents  show- 
little  inclination  to  compromise.  If  they 
should  get  three  more  seats  plus  the 
,  one  Rocca  already  holds,  they  would 
have  enough  votes  to  imperil  Harlej  s 
plans.  If  the  senior  Rocca  sides  with 
his  son,  John  Harley  will  he  stopped 
completely. 

Conflicting  Aims 

Rut  things  are  not  necessarily  apple- 
butter-smooth  within  the  dissident 
camp.  Barney  Rocca  Jr.  and  Cart- 
wright  may  well  not  have  the  same 
goals  in  mind,  though  neither  man  is 
anxious  to  discuss  it.  Both  want  control 
of  the  company  and  recognize  that 
they  must  team  up  in  order  to  gain  it. 
But  success  in  one  prow  huht  may  sig- 
nal the  beginning  of  another.  Cart- 
wright's  aim  seems  to  be  basically  the 
short-range  one  of  getting  the  price  of 
the  stock  up  quickly.  Rocca  wants  to 
resume  his  Former  policies,  particu- 
larly heavy  involvement  in  trading  in 
safflower.  Whether  Cartwright  will  go 
along  with  reinstitiitini/  policies  that 
were  far  from  successful  in  the  past  is 
at  least  open  to  question.  And  Cart- 
wright  has  been  waiting  tour  long 
years  to  get  a  profit  out  of  his  Pacific 
\  egetable  Oil  stock. 

Cartwright  bases  bis  rase  against 
Harley  on  his  failure  to  turn  the  com- 
pany around.  Bul  Harlej  can  rightfully 
claim  that  he  really  hasn't  had  time 
to  bring  about  much  change.  When 
Cartwright  runs  down  the  company 
management,  he  is  in  large  part  criti- 
ci/inu  Rocca  Jr.,  his  partner  in  the  cur- 
rent prow   fight. 

\s  for  the  embattled  Harley,  he 
would  like,  via  acquisitions,  to  replace 
fluctuating  and  often  nonexistent  trad- 
ing profits  with  more  stable  ones  from 
more  fully  integrated  processing  and 
marketing  of  finished  products  like 
margarine  and  mayonnaise.  This  is 
why,  he  says,  he  wanted  stockholders 
to  approve  the  new  preferred  issue 
last  month.  To  be  sure,  companies  do 
not  usually  trade  stock  for  acquisitions 
when  theirs  is  sellinc;  lor  considerably 
less  than  book  value.  But  then  PVO's 
situation  is  far  bom  usual:  The  pres- 
sures on  Harley  to  do  something  quick- 
ly are  immense. 

Harlev  may  have  yet  another  card 
to  plav,  however.  Shortly  after  Hoff- 
man's tender  offer  for  75,000  shares, 
he  revealed  he  was  negotiating  with  an 
unidentified  companv  that  might  make 
an  even  more  attractive  tender  offer 
and  thus  possiblv  dissolve  the  prospect 
of  a  proxy  fight. 

"I've  got  a  job  to  do  and  I  know  I'm 
right,"  says  Harley.  But  he  knows, 
that  time  is  growing  short  and  that 
being  right  may  not  be  enough.  ■ 


You  are  invited  to  See, 
Examine  and  Study  Your  own 
PERSONAL  HOROSCOPE 
for  5-DAYS 
FREE! 

CHARTED  FOR  YOU  BY  A 
FAMOUS  ASTROLOGER  USING 
THE  FAMOUS  IBM  COMPUTER 


At  last  modern  technology  has  found  a  way  to 
give  you  a  comprehensive,  personal  horoscope, 
at  low  cost!  By  using  the  IBM/360  computer  to 
complete  many  thousands  of  astrological  compu- 
tations, Miss  Katina  Theodossiou  can  give  you 
an  in-depth  horoscope  that  formerly  would  have 
taken  her  up  to  a  week  to  prepare,  and  would 
have  cost  up  to  $300  or  more.  This  detailed  Time 
Pattern  analysis  holds  startling  information 
about  your  personal  and  material  potentials, 
your  character,  your  health,  your  romantic  re- 
lationships —  as  well  as  revealing  information 
about  the  days,  weeks,  and  months  ahead. 

World  famous  Astrologer,  Miss  Katina  Theodossiou 
has  translated  30  years  of  experience  and  research 
into  a  computer  program.  There  are  over  18  million 
pieces  of  information  stored  in  the  computer's  mem- 
ory bank.  She  feeds  your  year,  month,  date,  time  and 
place  of  birth  into  the  IBM/360  computer  and  gets  a 
detailed,  personal  report  in  a  fraction  of  the  time  it 
took  to  prepare  one  by  hand  ...  and  without  danger 
of  computational  error. 

Most  other  horoscopes  are  written  in  generalities  and 
apply  to  anyone  born  under  a  certain  sign.  Your  per- 
sonal Time  Pattern  Horoscope  will  be  about  you  alone 
because  it's  cast  from  your  individual  time  and  place 
of  birth.  No  two  horoscopes  cast  by  this  scientific 
method  are  alike. 


Miss  Katina  Theodossiou  is  one  of  the  world's 
most  highly  acclaimed  astrologers.  She  has  a 
distinguished  private  clientele  and  is  retained  as 
astrologer-consultant  to  some  48  companies  in 
Europe  and  the  U.S. 


This  comprehensive  15  to  20-page,  8  to  10-thousand 
word  Time  Pattern  Report  will  be  as  uniquely  you 
as  your  fingerprint!  You'll  discover  how  you  may 
get  the  most  out  of  your  homelife,  career,  romance. 

5-DAYS   FREE    EXAMINATION! 

Send  for  your  Time  Pattern  Report  Today!  See  for 
yourself  how  accurate  this  amazing  astrological 
report  is.  Discover  the  startling  information  it  holds 
about  your  days,  weeks  and  months  ahead.  Just 
fill  in  the  coupon  below,  detach  and  mail  with  your 
remittance.  Remember,  if  you  are  not  completely 
satisfied,  you  may  return  your  report  within  5  days 
for  a  prompt  refund,  no  questions  asked. 

SAVE  $5  ON  TWO  HOROSCOPES!  If  you  order  more 
than  one  Time  Pattern  Report  you  pay  $20  for  the 
first  report  and  only  $15  for  each  additional  report. 

Time  Pattern  Research  Institute,  Inc. 

507  RockawayAve..  Valley  Stream,  N.Y.  11582 


C'i> 


TIME  PATTERN  RESEARCH  INSTITUTE,  INC. 
507  Rockaway  Avenue  Valley  Stream,  N.Y.  11582 


F-9 


Please  prepare  my  personal  TIME  PATTERN  REPORT.  I  am  enclosing  J20    I  understand  that  il  the 
report  is  not  entirely  satisfactory  it  may  be  returned  within  5  days  lor  an  immediate  refund 


Check 
One 


□  I  enclose  $20  for  ONE  Time  Pattern  Report 

□  I  enclose  $35  for  TWO  Time  Pattern  Reports 

□  Charge  my  Diners  Club  Acct.  # 


DATE  OF  BIRTH 


PLACE  OF  BIRTH 


TIME  OF  BIRT4 


Month. 
Date_ 
Year_ 


D  Mr.    D  Mrs.    D  Miss_ 
Address 


City 

State 

Country. 


PM 

if  unknown,  we  will  use 
12  noon  of  birth  date 


City_ 
State. 


Zip  Code . 


If  more  than  one  report  is  desired  please  send  pertinent  data  on  separate  paper. 
----••••---••N.Y.  residents  add  applicable  sales  tax. »•••••••••••••••• 
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THE  DIAMOND  OF  HER  DREAMS 

at  investment  prices 


Buy  Diamond  Jewelry  direct  from  one 
of  America's  well  known  diamond 
cutters.  Pay  only  actual  market  price. 
We  refund  all  monies  unless  your 
own  appraisal  shows  value  Vi  to  V2 
higher. 

Over  5,000  styles  $100  to  $100,000 


I  Send  for    FREE  80-PAGE  CATALOG 

|   EMPIRE  DIAMOND  CORP.,  DEPT.  46 

'   Empire   State   Bldg.,   New   York,   N.Y.    10001 
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,   ADDRESS 
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VOGEL-PETERSON  CO. 

"The  Coat  Rack  People" 
Dept.   V2-465    Elmhurst,    Illinois  60126 


Make-Up  Artist 

In  credit  cards,  Diners'  Club  got  there  firstest 
But  it  is  still  trying  to  make  up  for  the  fact  that 
latecomer  American  Express  had  the  mostest 


The  Diners'  Club  got  its  best  portent 
of  the  future  back  in  1961  when, 
flushed  with  success,  it  tried  to  buy 
American  Express'  credit  card  opera- 
tion—and got  turned  down.  At  the  time, 
Diners'  had  been  in  business  for  11 
years,  boasted  a  million  members  and 
was  solidly  in  the  black.  American  Ex- 
press' credit  card  operation  was  three 
years  old,  had  800,000  members  and 
was  still  losing  money.  But  Amex  had 
some  secret  weapons. 

The  most  potent  was  Amex's  ubiqui- 
tous travelers  checks.  First,  they  made 
the  Amex  credit  card  easier  to  sell  to 
people  already  familiar  with  the  trav- 
elers checks.  Second,  they  provided— 
in  the  form  of  a  "float"  of  uncashed 
checks  now  approaching  $1  billion— a 
cheap  way  to  finance  Amex's  credit 
card  business.  And  finally,  Amex's  trav- 
el offices  in  the  U.S.  and  abroad  were 
a  great  help  in  selling  a  credit  card 
designed  primarily  for  travel  and  enter- 
tainment. Diners'  had  no  such  travel 
operation. 

Around  1964  Amex  used  these  ad- 
vantages to  pass  Diners'  in  the  number 
of  cardholders.  Two  years  later  Amex 
cashed  in  on  its  close  ties  with  the 
banks— which  sell  the  great  bulk  of 
Amex  travelers  checks— by  bringing 
out,  with  a  group  of  participating  banks 
now  numbering  some  225,  an  executive 
credit  card.  With  it,  the  cardholder  got 
not  only  the  Amex  charge  privileges 
but  also  a  guaranteed  line  of  credit 
from  the  bank. 

The  net  result  has  been  over  2.5  mil- 
lion cardholders  for  Amex  vs.  1.8 
million  for  Diners'.  More  to  the  point, 
between  1962  and  1967,  when  Diners' 
volume  more  than  doubled  due  mostly 
to  its  rapid  overseas  growth,  earnings 
fell  from  a  record  $1.71  a  share  in  1963 
to  $1.27  in  1965,  and  recovered  only 
to  $1.65  in  1967. 

Counteroffensive 

Alfred  S.  Bloomingdale,  Diners' 
Club  co-founder  and  chairman,  de- 
scribes the  situation  like  this:  "We've 
gotten  most  of  the  growth  we  can  in 
the  cards.  We've  signed  up  the  hotels, 
the  airlines,  just  about  all  the  estab- 
lishments we  can  that  honor  the  cards. 
And  growth  in  the  number  of  card- 
holders is  difficult  because  we  can't 
lower  our  standards.  There  always  will 
be  the  haves  and  the  have-nots.  Not 
everyone  can  qualify  for  a  Diners'  card, 
but  for  those  who  can't,  we  would  like 
to  service  in  travel.  That  is  where  we 


New  Blood.  Spearhead  of 
Diners'  expansion  into  travel 
is  Bill  Fugazy,  44,  who  in 
less  than  a  decade  built  a 
single  travel  agency  in  New 
York's  Greenwich  Village  into  a 
105-unit  international  network. 
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are  going  to  get  our  growth— general 
travel." 

Diners'  first  big  step  in  that  direction 
came  late  last  year  with  the  purchase 
of  $60-million-volume  Fugazy  Travel, 
followed  this  spring  by  the  acquisition 
of  several  smaller  travel  companies. 
The  plan  is  for  the  Diners  Fugazy  di- 
vision to  act  as  wholesaler  for  an  antici- 
pated 500  franchised  travel  agents  in 
the  U.S.  and  abroad. 

"The  magic  year  is  1970,"  says 
Bloomingdale.  "We'll  have  a  billion 
dollars'  volume  in  travel  and  another 
billion  in  our  other  operations  [vs.  $431 
million  total  last  year].  We  have  about 
$120  million  in  travel  now,  but  if  we 
keep  opening  new  franchises  at  the 
current  rate  of  ten  or  12  a  month,  we'll 
be  ahead  of  American  Express  in  re- 
tail   travel  by   the   end   of   this   year. 
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That  means  ahead  not  only  in  volume, 
but  in  profits." 

Diners"  brave!  operation  will  be  more 
profitable  than  Amex's.  Bloomingdale 
contends,  because  the  latter  has  to 
tarn  its  own  overhead  costs,  whereas 
in  Diners'  case  they  will  be  carried  by 
the  independent  franchiser.  "Someone 
once  told  me."  he  says,  "that  it  costs 
American  Express  a  million  dollars  a 
year  just  to  sort  out  the  mail  in  its 
Paris  office. 

Diners'  is  trying  to  use  similar  lever- 
age to  increase  its  credit  card  business. 
It  recently  made  an  agreement  with 
American  Oil  Co.  by  which  Amoco 
cardholders  can  convert  to  a  joint  card. 
This  alone,  estimates  William  D.  Fu- 
'4a/\ .  now  president  of  the  parent 
company,  could  pick  up  300, 000  to 
500,000  new  members  in  the  first  year. 
And  the  company  hints  that  a  similar 
deal  now  under  discussion  with  a  ma- 
jor auto  company  could  yield  new 
business  equal  to  Diners'  entire  cur- 
rent volume. 

How  Real? 

How  do  these  visions  ol  sugarplums 
stack  up  against  Diners'  real  competi- 
tive situation?  Bloomingdale  is  prob- 
ably right  in  insisting  that  the  Diners' 
card    faces    no    significant    challenge 

from  the  spread  of  bank-sponsored 
credit   cards:    For  tlie  present   at   least, 

they  seem  to  ser\<-  a  different  function. 

"We  cater  to  travel  and  entertain- 
ment." savs  Bloomingdale.  "It's  not  a 
woman's  shopping  card."  He  sees  noth- 
ing contradictory  in  Diners'  running  a 

Custom  credit  card  operation  lor  banks, 
among  other  customers. 

The    competitive    effectiveness    of 

Diners'  travel  setup  is  more  open  to 
question.      However     well     or     poorly 

\nie\s  350  travel  branches  may  be 
run.  they  certainly  are  easier  to  control 
and  therefore  have  more  productive 
potential  than  any  franchise  setup 
Diners'  could  dev  ise. 

The  final  tanex  advantag< — money— 
.  may  be  the  most  important.  President 
Fugazy  suggests  as  much  when  he  says 
that,  if  Diners'  had  the  wherewithal,  "I 
think  our  com  pan  v  would  probably  be- 
gin to  encompass  more  banking  func- 
tions like  personal  loans,  travelers 
checks  and  foreign  exchange." 

But  this  situation  may  be  changing. 
That  seems  the  only  logical  explanation 
for  Bloomingdale's  pleasure  at  the  312 
interest  in  Diners'  Club  that  Continen- 
tal Insurance  Co.  has  accumulated.  "I 
think  if  we  were  to  make  a  deal  with 
anyone,"  says  Bloomingdale,  who  him- 
self owns  another  192  of  Diners'  stock, 
"it  would  be  with  an  insurance  holding 
company.  Continental?  Well,  we're 
very  friendly.  They  have  what  we 
need— money  and  mobility."  ■ 

FORBES,  SEPTEMBER  15,  1968 


Why  is  one  of  the 
youngest  investment 
firms  also  one  of 
the  largest? 

Ask  any  one  of  our 
500,000  clients. 


As  investment  firms  go,  Francis  I.  duPont  &  Co.  is  a 
youngster.  Being  founded  in  1931  makes  us,  in  fact,  one 
of  the  youngest  of  the  major  brokerage  houses. 

Rapid  growth  calls  for  vitality  and  a  contemporary 
approach  to  investment  service.  We  offer  a  constant 
How  of  fresh  ideas,  research-in-depth,  a  finely  tuned 
sense  of  anticipation,  and  a  fierce,  personal  dedication 
to  all  of  our  500,000  clients  — for  those  who've  "made 
it"  and  those  who'd  like  to. 

No  one  can  make  promises  about  the  stock  market, 
of  course.  We  do  promise,  however,  to  put  our  consid- 
erable experience,  facilities  and  talent  at  your  disposal 
with  the  sole  purpose  of  making  your  money  make 
money.  It's  axiomatic  that  we  don't  grow  unless  our 
clients  do.  So  in  a  very  real  sense,  your  investment  suc- 
cess is  our  business. 

For  a  sample  of  the  contemporary  approach  and 
vitality  of  our  research,  we  invite  you  to  look  over  the 
latest  List  of  our  "Investment  Values  For  Today."  A 
copy  of  the  IVT  List  is  yours  with  our  compliments  at 
any  of  our  1 10  offices  in  the  United  States,  Canada  and 
abroad.  Or,  if  you  prefer,  you  may  write  to  Francis  I. 
duPont  &  Co.,  Dept.  F,  P.O.  Box  833,  Wall  Street 
Sta.,  New  York,  N.Y.  10005. 

Judge  for  yourself  whether  one  of  the  youngest 
major  firms  on  Wall  Street  can  bring  fresh  ideas  to  bear 
on  your  investment  objectives. 


HU 


FRANCIS  I.  duPONT  &  CO. 

Your  investment  success  is  our  business 

OVER  110  OFFICES  IN  THE  U.S.,  CANADA  AND  ABROAD  MEMBERS  NY 
STOCK  EXCHANGE,  PRINCIPAL  SECURITY  AND  COMMODITY  EXCHANGES 
ADMINISTRATIVE  OFFICES    ONE  WALL  STREET  NY  TEL    212-344-2000 
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A  Public  Affair? 

In  a  booming  new-issue  market,  few  advertising  agencies 
are  going  public.   Why?  There  are  reasons— and  reasons. 


With  a  touch  of  the  self-deprecatory 
kind  of  wit  that  often  characterizes  the 
advertisements  it  prepares,  Doyle  Dane 
Bernbach  once  made  this  self  appraisal 
in  an  annual  report:  "Our  most  valu- 
able asset  doesn't  appear  on  our  books. 
It  shows  up  on  our  coffee  line."  This 
is  hardly  an  overstatement.  An  ad  agen- 
cy's ability  to  get  and  hold  accounts, 
and  thus  remain  in  business  and  make 
a  profit,  depends  almost  entirely  upon 
the  way  its  account  executives,  copy- 
writers and  art  directors  impress  cur- 
rent and  prospective  clients.  In  some 
cases  their  talent  may  be  limited  to 
ordering  expensive  lunches  and  enter- 
taining, but  even  this  requires  a  cer- 
tain expertise. 

This  means,  of  course,  that  top  ad 
agency  executives  spend  much  of  their 
time  coping  with  temperamental  em- 
ployees and  capricious  clients.  Under 
the  circumstances,  who  needs  stock- 
holders, too?  Who  needs  the  capital 
they  could  contribute— in  a  business 
that  requires  very  little  capital.  And 
who  needs  the  pressure  they  bring  for 
dividends  and  for  growth? 

Of  the  roughly  4,200  agencies  in  the 
country,  only  eight  (see  table  below) 
are  publicly  held.  None  was  until  six 
years  ago,  unless  you  count  one  that 
is  something  of  an  anomaly:  Albert 
Frank-Guenther  Law,  a  Wall  Street 
agency,  went  public  a  few  weeks  be- 
fore the  1929  market  crash  but  later 
bought  back  all  but  1%  of  its  stock.  No 
one  followed  that  agency's  lead  until 
1962,  when  the  then  tiny,  young  and 
brash  Papert,  Koenig,  Lois  made  the 
move.  After  that,  four  major  agencies 
went  public-one  a  year.  Though  there 
has  been  a  lull  since  1966,  as  far  as 
major  agencies  (billings  of  $50  million 
or  more  a  year)  are  concerned,  two 


Rich  Rewards.  In  going  public, 
Doyle,  Dane  (above),  and  Bern- 
bach  picked  up  $5.8  million  in 
cash,  stock  worth   $24.5   million. 


very  small  ones  have  thrown  their 
fates  to  the  public,  and  a  fairly  large 
one  that  is  growing  rapidly,  Wells, 
Rich,  Greene,  is  getting  ready  to. 

When  an  ad  agency  goes  public, 
what  does  the  public  get?  And  what  do 
the  sellers  sell?  These  are  very  lively 
questions.  The  wisdom— even  the  ethics 
—of  being  public  is  still  a  controversial 
matter  in  the  ad  business.  Except  for 
the   two   oldest   public   agencies,   the 


public  is  only  a  minority  partner  with- 
out the  ability  to  elect  board  members. 
Control  of  the  agencies  remain  firmly 
with  the  principals-turned-directors. 
And,  until  just  last  year,  the  public's 
money  went  not  to  the  agency  for  ex- 
pansion purposes  but  to  the  owners  for 
capital  gains  purposes. 

This  is  because  the  first  six  agencies 
to  go  public  did  so  through  secondary 
offerings;  that  is,  the  principals  of  the 
agencies  have  sold  stock  instead  of  the 
agencies  themselves.  There  were  two 
reasons  for  this.  First,  some  agency 
principals  had  built  up  so  much  equity 
that  neither  the  agency  nor  its  younger 
executives  could  easily  buy  them  out 
when  they  retire.  Second,  principals 
can  make  much  more  money  selling 
their  stock  publicly  for  market  value 
instead  of  privately  for  book  value. 

Take,  for  example,  the  saga  of  Fred 
Papert,  Julian  Koenig  and  George  Lois, 
whose  small  agency— Papert,  Koeing, 
Lois— went  public  in  September  of 
1962.  "They  engendered  a  lot  of  jeal- 
ousy among  the  other  agencies."  says 
one  executive  of  a  big,  private  agency. 
"They  made  more  money  during  their 
first  public  year  than  some  people  have 
made  who  have  been  in  the  business  a 
long  time."  PKL  was  less  than  five 
years  old  and  billing  only  $14.8  mil- 
lion when  its  three  main  principals 
and  five  others  sold  85,000  shares  at 
$6  each  (plus  15,000  to  employees  for 
$5.52  each).  For  $510,000  the  public 
bought  a  20%  interest  in  a  company 
whose  book  value  had  been  $198,800. 
On  the  basis  of  196 Is  per-share  earn- 
ings of  23.8  cents,  the  price/earnings 
ratio  was  25  to  1;  on  the  basis  of  the 
stock's  previous  book  value  of  about 
40  cents  a  share,  the  market  value  was 
(Continued  on  page  67) 


The  Unhidden   Persuaders 

These  advertising  agencies  are  "publicly  held"  all  right,  but  effective  control  remains  firmly  with  their  executives 
and  board  members.  All  stock  carries  noncumulative  voting  rights,  so  a  majority  interest  elects  the  whole  board. 


Agency 

Wells,  Rich,  Greene 
Forbes  Advertising 
Adams  Dana  Silverstein 
Ogilvy  &  Mather  Intl. 
Grey  Advertising 


Yeor 

ms 

1968 
1967 
1966 
1965 


TypeJ 

C/S 
C 

C 

s 

s 


Original   Offering- 
No.  of 
Shares 


402,400 
60.000 
100.000 
349,883 
290,000 


Price  to 

Public 

not  final 
$  300,000 

500,000 
7,697,426 
5,343,000 


Doyle  Dane  Bernbach           1964  S  393,331         9,213,682 

Grant  Advertising  Intl.         1964  S  202,000         1,414,000 

Foote,  (one  4  Belding         1963  S  500,000        7,362,500 

Papert,  Koenig,  Lois           1962  100,000  592,800 
*C — Capital;   S — Secondary 

Billings  and  earnings  figures   ore  for  latest  full   fiscal  year.   The 


Shares 

Closely 

Held 

72% 

75 

75 

51 

51 

56 
51 
25 
43 


Net 

Billings     Earnings  Profit 

(millions)  (thousands)    Margin     Original 

3.34%  not  final 


Stock   Price 
Recent        Change 


S36.5 
1.2 

1.7 
179.2 
179.8 

228.0 
26.9 

258.6 
40.1 


S1.218 

23 

22 

1,590 

1,208 

4,843 
327 

1,718 
244 


1.90 

1.29 

.88 

.67 

2.12 

1.21 

.66 

.60 


5.00 

5.00 

22.00 

19.50 

13.50 
7.00 

12.40 
4.00 


S  73/4 
19 

173/4 
133/4 

3P/4 

73/4 

!4'/2 
73/8 


+  55% 
+  280 

—  19 

—  29 

+  131 
+  >1 
+  17 
+  85 


High— Low 
Range 


11—5 
19%— 5 
23 — 7  Vs 

30V4— 12Vi 

543/4-1 2  y4 
1 1—41/4 

20'/8-93/8 
137/8-4'/4 


per  cent   of   billings.    Earnings    figures  are   not 


.~    net   margin    is   net   earnings   as  « 
adiusted   for   foreign  currency   devaluation.   All   stock   prices  are   adjusted   for   splits.   Figures  for   Doyle   Dane   Bernbach   include   an   additional   sec- 
ondary offering  made   in    1966 
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The  professionals. 


When  you  need  legal  counsel,  you 
call  a  lawyer. 

When  you  need  sales  counsel, 
call  the  S&H  man. 

An  incentive  professional. 

Like  a  lawyer,  he  investigates 
your  problems,  and  recommends 
the  best  action  to  take. 

S&H  is  the  only  nationwide  in- 
centive company  to  offer  you  a 
choice  of  incentive  plans.  Why? 

We're  dedicated  to  being  the 
total  motivation  company. 


Though  that  may  sound  like  a 
fancy  slogan,  the  idea  behind  it 
is  dead  serious. 

We  know  people  differ. 

Respond  to  different  incen- 
tives. 

Call  an  S&H  professional 
today. 

He'll  suggest  the  best  merchan- 
dise or  travel  program  to  fit  your 
company,  your  people,  your 
.objectives. 

You'll  win  your  case  for  sales. 


. .      The  Sperry  and  Hutchinson  Company 

I   £j-/k     Incentive  Division,  Dept.  FBL 
\yri\      330  Madison  Ave.,  New  York,  N.Y.  10017 
Please  send  information  on: 

□  Sales  incentives  □  Safety  incentives 

□  Other 


Company 


City 


Zip 


New  Dimensions  in  Total  Motivation 


INTERNATIONAL:  The  Sperry  and  Hulihinson  Company,  Ltd.,  Incentive  Sales  Div.,  162  Regent  St.,  London,  W.  I,  England  /  MBC,  Kaiserslrasse  16,  Frankfort. anvMain,  Germany 


•j«'-'k»-  ' 


Shantytown  1978 

One  of  the  nations  critical  industries  is  the  building 
industry.  And  one  of  that  industry's  biggest  problems  is 
old-fashioned  building  materials  which,  after  just  ten  years, 
can  turn  a  new  development  into  an  old  eyesore. 

That's  why  GAF  is  working  with  responsible  builders, 
like  Levitt  and  Sons,to  develop  the  use  of  two  new  Ruberoid® 
brand  maintenance-free  building  materials  being  introduced 
this  vear. 

Our  Rued8  Thatch  Siding  looks  as  beautiful  as  wood, 
but  its  beauty  endures.  It  doesn't  burn,  rot  or  crack.  And  its 
color  is  sealed  in  to  last  almost  forever. 

Its  companion  product  is  our  new  Timberline®  Roofing 
Shingle  which  looks  like  cedar,  resists  burning  and  won't  fly  off 
even  in  winds  of  hurricane  force.  All  in  all,  our  new  products 
are  working  to  make  the  future  of  the  building  industry 
very  bright. 

But  of  course,  the  future  is  GAF's  business. 

And  it's  a  good  business.  In  the  past  three  years  our 
concern  for  the  future  has  tripled  the  size  of  GAF.  Besides 
creating  exciting  new  products  like  nature-proof  Ruberoid® 
building  materials  and  high-styled  floor  coverings,  we've  also 
developed  advanced  Gafax'  copying  machines,  new 
Anscochrome®  color  films,  automatic  cameras  and  projectors, 
and  chemicals  for  everything  from  detergents  to  deodorants. 

Because  our  name  has  not  kept  pace  with  our  growth, 
we've  changed  it.  General  Aniline  &  Film  Corporation  is  now 
GAF  Corporation. 

It's  as  simple  as  saying  G...A...F.  Three  letters  that 
spell  the  future. 


Our  initials  are  now  our  name. 

GAF  Corporation,  New  York,  N.  Y.  10020 


Daddy  knows  a  little  something 
about  turning  a  profit. 

To  begin  with,  he  would  never  tie 
up  all  his  cash  in  equipment. 

Instead,  he'd  use  his  capital  to 
bring  in  more  cash. 

Which  is  where  GATX  enters  the 
picture.  (You  know  us— the  Tank  Car 
people.) 

Through  the  leasing  of  railroad 


cars  and  storage  terminal  facilities, 
we've  saved  American  business 
millions  over  the  last  seventy  years. 

And  now,  through  our  new 
subsidiary,  GATX/Boothe,  we'll  help 
you  save  more  money. 

We  are  prepared  to  lease  almost 
any  kind  of  major  industrial  or 
transportation  equipment  you  can 
think  of. 

Recently  we  leased  two  Douglas 
stretch  DC  8's  and  a  string  of  freight 
cars,  and  are  currently  arranging 
leases  on  six  Boeing  737  jet  transports. 


So  if  until  now,  you  haven't 
known  where  to  get  the  facts  about 
leasing,  now  you  do. 

Just  ask  General  American 
Transportation  Corporation. 

Big  Daddy  to  American  Busines 


GATX 


American  business  can  learn  a  lot  from  him. 


O  'MB  BY  NEWS  SYNDICATE  CO.,  INC. 


(Continued  from  page  62) 
15  times  book  value. 

The  offering  was  quickly  sold  out. 
Papert.  Koenig  and  Lois  each  re- 
tained nearly  2V<  of  the  stock  and  yet 
realized  $141,600  on  an  original  in- 
vestment that  averaged  $6,709.  But 
that  was  just  a  starter.  After  splitting 
3-for-2.  PKL  stock  was  listed  on  the 
American  Stock  Exchange  and  moved 
to  a  post-split  high  of  137i.  The  three 
principals  now  each  had  stock  with  a 
market  value  of  more  than  $2  million 
plus  the  nearly  $150,000  in  cash  each 
had  reaped  from  the  public  offering. 
Had  the  agency  not  gone  public,  all 
they  would  have  had  was  about  $50,- 
000  worth  of  equity  and  highly  taxed 
income  from  the  agency's  net  earnings. 

In  an  industry  where,  by  tradition, 
many  people  are  rich  but  few  have 
much  money,  the  PKL  example  was 
hard  to  resist.  Here  was  a  way  of  not 
only  remaining  rich  but  having  money 
.is  well. 

Bigger  agencies  began  following 
suit.  In  1963,  it  was  Foote,  Cone  & 
Belding;  Fairfax  Cone,  the  executive 
committee  chairman,  and  his  wife  sold 
106,000    shares    for    $1.5    million.    In 

1964,  it  was  Doyle  Dane  Bembach; 
Ned  Doyle  received  $1.6  million,  as 
did  William  Bembach  and  his  wife; 
MaxweS  Dane  and  his  wife  got  $929,- 
000.  Also  in  1964,  small  Grant  Adver- 
tising International  went  public  by  of- 
fering $1.4  million  worth  of  stock.  In 

1965,  it  was  Grey  Advertising;  co- 
foundei  Lawrence  Valenstein  and  his 
family  received  $909,000;  Arthur  C. 
Fatt.  another  founder,  got  $823,000. 
In  1966,  it  was  Ogilvy  &  Mather  Inter- 
national; David  Ogilvy,  the  suave  au- 
thor of  Confessions  of  an  Advertising 
Man.  sold  about  40%  of  his  15%  in- 
terest for  $1.3  million. 

Value  Received? 

These  subsequent  oflerings  were  by 
older,  more  established  agencies  than 
PKL,  but  in  every  case  the  market 
price  was  much  higher  than  book 
value  Certainly,  then,  the  seller  got 
.  value.  But  did  the  buyer?  That  is  yet 
to  be  proven.  Foote,  Cone's  shares  are 
but  17?  above  their  1963  initial  price, 
while  shares  of  Grey  and  Ogilvy  & 
Mather  have  actually  declined  from 
their  offering  prices.  Although  none 
of  the  original  public  investors  has 
been  hurt  badly,  those  who  bought  in 
during  the  wave  of  enthusiasm  after 
the  original  offerings  were  hurt.  For 
example,  Grey  Advertising,  brought 
out  by  Merrill  Lynch  at  $19.50,  sold 
as  high  as  $30  in  1966;  it  recently  sold 
at  less  than  $14.  Even  Doyle  Dane's 
stock,  which  has  performed  best 
among  the  Big  Four's,  is  down  more 
than  $20  from  its  all-time  high  of  last 
year. 


Money  First.  Edward  H.  Meyer 
(above),  president  of  Grey  Ad- 
vertising, and  Richard  W.  Tully, 
chairman  of  Foote,  Cone  & 
Belding,  exemplify  the  trend 
toward  greater  business  so- 
phistication in  agency  manage- 
ment, a  trend  accelerated  by 
last  year's  poor  profit  showing 
in  the  advertising  industry. 
Meyer  majored  in  econom- 
ics;    Tully      holds     an     MBA. 


Interestingly  ei.o  ,\  :,  all  four  of  the 
big  publicly  owned  agencies  are  doing 
well.  Why,  then,  is  only  Doyle  Dane 
doing  well  in  the  stock  market?  One 
reason  is  that  Doyle  Dane  is  by  far  the 
most  profitable;  by  emphasizing  crea- 
tivity and  letting  its  clients  do  their 
own  marketing  work,  Doyle  Dane  has 
kept  its  staff  lean  and  its  morale  high. 
Now  that  Doyle  Dane  is  taking  on 
more  and  larger  package  goods  ac- 
counts, which  require  extensive  market 
research  and  testing,  this  may  change; 
indeed,  the  agency's  profits  declined 
30%  in  the  first  half  this  year  despite 
a  5.5%  gain  in  billings. 

As  for  the  decline  in  the  stocks  of 
the  other  agencies,  the  simple  fact  is 
that  all  too  many  of  the  early  public 
buyers  were  people  who  expected  a 
quick  profit  in  glamorous  new  issues. 
The  agencies  themselves  have  been 
mostly  content  to  count  their  cash  and 
let  time  take  care  of  the  disillusion- 
ment. After  all,  they  were  successful 
companies  with  solid  earnings,  and 
over  the  long  haul  they  expected  their 
stock  to  reflect  this. 

Financing  the  Future 

Recently,  however,  the  trend  has 
taken  a  sharp  new  turn.  The  image- 
conscious  advertising  business  was  sur- 
prised and  mildly  infuriated  last  year 
when  Adams  Dana  Silverstein,  barely 
15  months  old,  issued  capital  stock  to 
pay  bills,  hire  new  people  and  build 
up  its  bank  account.  The  indignation 
was  natural  enough,  for  ADS  was 
hardly  an  established  agency.  Don 
Adams  and  Bill  Dana  are  two  tele- 
vision stars  who  can  devote  only  one 
day  or  less  a  week  to  the  agency,  and 
Don  Silverstein  is  a  former  advertis- 
ing vice  president  for  Aurora  Plastics, 
which  became  the  agency's  biggest  ac- 
count. While  the  principals  held  onto 
their  300,000  shares,  the  agency  sold 
100,000  shares  at  $5  each.  For  a  25% 
interest  in  $686,000  of  assets,  the  pub- 
lic had  paid  $500,000.  What's  more, 
the  stock  offering  was  oversubscribed, 
and  in  nine  months  the  price  shot  from 
$5  to  $19.  Because  of  the  weird  arith- 
metic of  Wall  Street's  new  offerings, 
this  meant  the  tiny  company  had  a 
market  value  of  about  $7.6  million, 
compared  with  a  book  value  of  less 
than  $500,000  and  earnings  of  $22,000. 
Meanwhile,  Grey,  whose  billings  are 
35  times  as  great  (ADS  is  now  billing 
$5  million  a  year)  and  which  has  been 
in  business  43  years,  had  a  total  market 
value  of  $16.8  million. 

As  if  that  were  not  bad  enough,  just 
two  months  ago  another  capital  offer- 
ing was  made,  this  time  by  an  even 
smaller  agency,  Forbes  Advertising 
(no  connection  with  Forbes  Magazine 
—the  name  was  chosen  arbitrarily  by 
its  principals,  Allen  Blinker  and  Harry 
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Free  to 
Manufacturers 


Write 

for  brochures 

you  want. 

How  to  get  help  in  financing  long-term  cap- 
ital investments  ...  tax  advantages  avail- 
able to  you  in  New  York  State . . .  man- 
power-training assistance . . .  plant-location 
services.  These  are  only  a  few  of  the  free 
business  publications  offered  by  the  New 
York  State  Department  of  Commerce. 
If  you  need  it,  we've  got  it.  New  York  State 
Department  of  Commerce  has  a  mountain 
of  information  on  subjects  ranging  from 
plant  financing  to  international  marketing. 
And  it's  available  to  you  free  . . .  whether 
you're  already  in  New  York  or  just  thinking 
of  coming  here. 

Write  on  your  letterhead  or  call  (518) 
474-3717  for  the  four  brochures  illus- 
trated—free and  at  no  obligation. 
For  more  information:  Look  over  the  cou- 
pon and  check  brochures  you're  interested 
in.  If  you  don't  see  one  that  covers  the  par- 
ticular problem  you're  trying  to  solve,  tell 
us  your  problem,  and  we'll  find  an  answer. 

I 1 

|   Commissioner  Ronald  B.  Peterson 

|   Now  York  State  Depl.  of  Commerce,  Rm.  567 

|    1 1 3  State  Street,  Albany,  N.  Y.  1 2307 

I   Please  send  the  following  brochures: 

I   Q  Industrial  Location 

Services 
-   □  Tax  Advantages 

for  Business 
I   □  Money  for 
I        Manpower 


□  Plant 

Financing 
D  New  York  State 
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S.  Arpadi).  The  agency,  less  than  three 
years  old  and  billing  barely  a  million 
dollars,  issued  60,000  shares— one 
fourth  of  its  total— at  $5  a  share  as 
against  book  value  of  17  cents.  De- 
spite a  brutally  frank  prospectus,  the 
issue  was  oversubscribed. 

Some  Wonder,  Some  Don't 

With  this  kind  of  admittedly  specu- 
lative issue  invading  the  market— and 
with  the  stocks  of  established  agencies 
faring  rather  poorly— many  advertising 
men  wonder  if  any  agencies  should 
have  gone  public  in  the  first  place. 
Some  don't  wonder,  however,  because 
they're  dead  set  against  the  idea. 

"The  investor  is  buying  a  thin  and 
shallow  piece  of  the  service  business— 
a  piece  of  paper  based  on  the  hope 
that  people  in  the  agency  can  keep 
clients  and  get  new  ones,"  says  John  P. 
Warwick,  president  of  the  small  but 
well-regarded  Warwick  &  Legler.  "Of 
all  the  thousands  of  stock  issues  that 
an  investor  can  buy,  those  of  agencies 
rank  near  the  bottom.  There  are  no 
tangible  assets  other  than  surplus  capi- 
tal. It  is  a  highly  volatile  business- 
people  and  clients  move  all  the  time. 
The  same  thing  is  true  of  public  rela- 
tions and  other  'people'  businesses. 
That's  why  agencies  should  be  pri- 
vate." 

Warwick's  position  is  unique  inas- 
much as  it  concerns  the  welfare  of  the 
investor.  Most  opponents  of  public 
agencies  criticize  the  effect  that  being 
public  might  have  on  the  agency— es- 
pecially regarding  distribution  of  its 
profits.  "We  think  it's  best  not  to  go 
public  because  we  want  to  divide  the 
money  among  our  own  people  rather 
than  sharing  it  with  the  public,"  says 
Philip  H.  Schaff  Jr.,  chairman  of  the 
executive  committee  of  Leo  Burnett. 
The  chairman  of  Young  &  Rubicam, 
Edward  L.  Bond,  feels  much  the  same 
way:  "When  you  go  public,  you  siphon 
off  the  profits  to  outside  ownership. 
Less  is  delivered  to  the  employees  do- 
ing the  work.  It  may  be  advantageous 
for  the  short  term,  but  not  over  the 
long  term." 

The  agency-client  relationship  is  an- 
other concern.  "Clients  expect  their 
business  to  be  held  in  strict  confi- 
dence," says  Thomas  Adams,  chairman 
of  Campbell-Ewald.  "With  an  agency 
like  ours,  which  has  a  large  automotive 
account  [General  Motors],  there  is  a 
fear  on  the  part  of  some  clients  that 
you  lose  the  confidential  aspect  by  be- 
ing publicly  held." 

Even  so,  wouldn't  a  client  prefer  a 
publicly  held  agency  because  it  is  more 
businesslike?  "I  don't  buy  for  a  minute 
the  idea  that  being  public  makes  agen- 
cy people  more  businesslike,"  scoffs 
Donald  E.  Creamer,  president  of  Co- 
ordinated    Communications,     parent 


company  of  Basford  and  other  agen- 
cies. "If  you're  not  a  good  businessman 
today,  you  can't  make  it,  period.  The 
executives  of  our  company  realize  that 
we  have  a  business  to  run— many  em- 
ployees, a  big  dollar  volume  and  high 
overhead— so  we  have  to  run  our  busi- 
ness well.  But  going  public  is  a  glori- 
ous and  fast  way  to  get  your  money 
out  of  an  agency." 

Naturally  enough,  however,  the  ex- 
ecutives of  publicly  held  agencies  de- 
fend their  action  in  taking  the  public 
in  as  a  partner.  "In  effect  an  investor 
buys  the  same  thing  he  buys  in  any 
company:  earnings  capacity,"  says 
Richard  W.  Tully,  chairman  of  Foote, 
Cone  &  Belding.  "Unless  you  evaluate 
a  company  on  a  liquidation  basis,  it 
seems  to  me  that  there  isn't  as  signif- 
icant a  difference  as  people  think  be- 
tween a  manufacturing  company  and 
an  ad  agency."  The  president  of  Grey 
Advertising,  Edward  Meyer,  phrases 
it  slightly  differently:  "Publicly  held 
ad  agencies  represent  the  ultimate  ex- 
tension of  the  principle  that  manage- 
ment, not  physical  plant,  is  the  key  to 
any  business." 

Ogilvy  &  Mather's  treasurer,  Shelby 
Page,  argues:  "When  an  investor  buys 
Procter  &  Gamble,  he's  not  buying 
warehouses  or  soap-making  equip- 
ment, he's  buying  management.  With- 
out good  management,  all  that  plant 
is  not  worth  the  powder  to  blow  il 
to  hell." 

From  the  sellers'  point  of  view,  of 
course,  the  situation  is  more  clear-cut. 
"Being  public  permits  our  employees 
to~  participate  in  ownership  at  market 
value,"  says  Maxwell  Dane,  executive 
vice  president  and  treasurer  of  Doyle 
Dane.  "Otherwise,  when  they  wanted 
to  sell,  their  stock  would  be  worth  only 
book  value  or  slightly  more  than  book 
value."  In  fact,  one  agency  president 
thinks  that  attracting  talent  is  the  most 
important  thing  about  being  public. 
"Everyone  is  interested  in  building  up 
a  personal  estate,"  says  Lawrence  Sos 
now  of  Spade  &  Archer,  a  small  award- 
winning  agency.  "You  can't  do  this 
very  well  in  a  privately  held  agency. 
But  you  can  if  the  stock  is  public.  By 
being  public,  an  agency  offers  an  in 
centive  to  its  people  to  work  harder 
and  stay  with  the  agency.  We  are 
very  anxious  to  go  public,  but  we're 
too  young.  We  have  to  build  a  track 
record." 

Is  Everyone  Right? 

These  conflicting  opinions  simply 
indicate  that  advertising,  like  most 
service  industries,  is  still  at  a  stage 
where  the  form  of  ownership  remains 
a  matter  of  choice.  Being  publicly  held 
hasn't  hurt  Doyle  Dane,  the  industry's 
most  consistent  award-winner.  Nor  has 
being    publicly    held    prevented    the 
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near-disintegration  of  Papert.  Koenig, 
Lois.  After  bitter  arguments  and,  ac- 
cording to  some  reports,  fist  fights,  Lois 
and  various  vice  presidents  left  the 
agency  to  set  up,  so  far,  three  compet- 
ing shops. 

In  the  midst  of  this  controversy, 
what  will  be  the  most  successful 
stock  offering  yet  is  being  readied  by 
Wells.  Rich,  Greene,  which  has  reg- 
istered 402.400  shares  of  common 
stock  with  the  Securities  &  Exchange 
Commission;  50,000  shares  would  be 
to  raise  capital  for  the  agency,  and  the 
remaining  352.400  would  be  a  second- 
ary offering.  Wells,  Rich,  Greene  is 
the  "hot"  young  agency  that  painted 
BranifFs  planes  pastel  colors,  poked 
fun  at  Benson  &  Hedges  cigarettes 
and  jazzed  up  the  tired  image  of 
American  Motors  cars.  Although  the 
agenc)  is  billing  at  an  annual  rate  of 
nearly  $100  million,  it  has  been  in 
business  only  30  months— a  spectacular 
and  unprecedented  growth  rate.  But 
President  Mary  Wells  Lawrence  is  an 
established  pro  with  an  enviable  re- 
cord of  successful  campaigns  at  Doyle 
Dane  and  [ack  Tinkers  &  Partners. 

Right  now.  Wells.  Rich.  Greene  is 
probably  the  only  big  agenc)  with 
a  good  enough  profit  margin  to  make 
a  stock  offering.  Most  agencies  arc 
caught  in  a  profit  squeeze  that  hit  the 

industry  last  year,  when  billings  rose 
barely   32  but  rents,  taxes  and  salaries 

— especially  those  of  creative  people — 
went  up  sharply.  It  advertising  expen- 
ditures pick  up  next  year,  its  likely 
that  other  big  agencies  will  go  public. 

And  when  they  do,  they  will  cite 
the  usual  arguments:  a  chance  to  give 
stock  options  to  valuable  young  em- 
ployees; a  read)  market  for  the  stock 
of    principals    who   die   or    retire;    and 

the  real  or  imagined  business  disci- 
pline of  public  ownership.  But  Max- 
well Dane,  the  shrewd  and  outspoken 
treasurer  of  Doyle  Dane  Bernbach, 
really  speaks  for  all  public  ad  agencies 
when  he  says:  "We  went  public— to 
oversimplify —because  of  money.  Un- 
der the  present  tax  laws,  a  man  must 
drop  dead  or  retire  to  get  his  money 
out  of  a  privately  held  agency." 

He  also  could  have  added  this:  Al- 
though public  investors  in  advertising 
stocks  have  not  gotten— nor  are  likely 
to  get— rich,  neither  have  they  suffered 
the  horrendous  losses  of  so  many  pub- 
lic investors  who  bought  other  types 
of  new  public  offerings  over  the  past 
decade.  In  the  words  of  one  top  ex- 
ecutive of  an  agency  that  has  so  far 
resisted  the  trend:  "Advertising  stocks 
are  no  better  or  worse  than  those  of 
small  electronic  companies  or  compu- 
ter firms.  Some  of  those  have  never 
made  a  profit.  At  least  an  ad  agency, 
if  run  right,  will  make  some  money 
regardless  of  the  competition."  ■ 


GPC 


NEW  SYMBOL  ON 
THE  NEW  YORK 
STOCK  EXCHANGE 


Effective  August  20,  1968,  the  common  stock  of  Genuine  Parts  Company, 
coast-to-coast  distributor  of  automotive  parts  and  supplies,  with  head- 
quarters in  Atlanta,  Ga.,  was  admitted  to  trading  on  the  New  York  Stock 
Exchange. 

The  Company  was  founded  in  1928,  shortly  after  the  organization  of 
National  Automotive  Parts  Association,  of  which  it  is  a  member. 

Genuine  Parts  Company  and  seven  subsidiaries  operate  34  NAPA  Dis- 
tribution Centers,  184  jobbing  stores  and  two  rebuilding  plants  serving 
some  2,500  independent  NAPA  jobbers  in  43  states  across  the  nation. 

In  the  years  since  GPC  opened  its  first  store  in  downtown  Atlanta,  the 
Company  has  shown  an  increase  in  volume  in  every  year  but  two,  and 
both  sales  and  earnings  have  more  than  doubled  in  the  last  five  years. 
Genuine  Parts  had  sales  in  the  last  six  months,  ended  June  30,  1968,  of 
§113,042,950,  and  earnings  of  $3,240,982  or  71  cents  per  common  share 
on  4,148,504  average  shares  outstanding. 

Literature  about  the  Company  may  be  obtained  from  Wilton  Looney, 
president  and  chief  executive  officer. 

GENUINE  PARTS  COMPANY 

299  Piedmont  Avenue,  N.E.  •  Atlanta,  Ga.  30312 


The 

Railroads  Today 

Our  September  Monthly  Letter  surveys  the  railroad 
dustry  in  depth,  as  a  guide  to  investors  attracted  by 
improved  performance  of  railroad  stocks  as  a  group. 
The  ipdustry  has  seen  fundamental  and  decisive 
changes  in  the  years  since  the  close  of  World 
War  II.  In  our  opinion,  selected  railroad  stocks 
should  prove  to  be  rewarding  investments  over 
the  intermediate  and  longer  term.  This  Letter 
tells  why. 

It  discusses  earnings,  freight  and  passen- 
ger traffic  levels,  expense  control,  rates,  and 
mergers.  Also  discussed — and  especially 
important  to  the  industry's  future — are  the 
stepped  up  efforts  toward  diversification, 
which  should  give  greater  stability  to  earn- 
ings. The  Letter  also  contains  brief  summa- 
ries of  three  railroad  companies  whose  stocks 
we  recommend  for  purchase.  For  your  free 
copy,  simply  call  or  write  the  Goodbody 
office  nearest  you. 

Successful  investors  know  Goodbody 
Q        GOODBODY&CO. 


est.  1891  55  BROAD  STREET,  NEW  YORK 

Members  New  York  Stock   Exchange  and  Leading  Stock  and  Commodity  Exchanges 


Over  90  Offices  Throughout  the  Nation 
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ANNOUNCING 

Two  Major 

Management 


FORBES 

21st 

Annual  Report 

on 

American  Industry 

January  1, 1969 


The 
First  Annual 

FORBES 

Directory 

May  15, 1969 


Forbes  Annual  Report  on  American  Industry,  dated  January  1  of  each  year,  is  per 
haps  the  most  important  single  service  this  magazine  renders  to  the  business 
community.  For  1969,  this  special  report  will  be  extensively  revised  and  expanded. 
It  will,  further,  be  supplemented  by  a  related  but  quite  distinct  statistical  issue  to  be 
dated  May  15. 

Every  year  since  1949,  the  editors  of  Forbes  have  applied  rigorous  yardsticks 
to  corporate  performance.  In  our  January  1  issue  we  have  rated  the  major  American 
corporations  on  Growth  and  on  Profitability.  Put  simply,  these  ratings  measure 
corporate  efficiency  in  the  use  of  money  entrusted  to  managements  by  the  stock- 
holders. 

This  year's  Annual  Report  will  have  a  greatly  sharpened  focus.  It  will: 

•  Rate  more  companies  than  ever  before,  500  as  against  414  last  year.  Covered 
will  be  the  500  largest  companies  in  terms  of  sales  volume.  Included  among  the 
500  companies  will  be  corporations  of  every  type  —  industrial,  transportation, 
banking,  insurance,  merchandising  and  utilities. 

•  Contain  brand  new  industry  groupings,  reflecting  more  accurately  than  before 
the  increasingly  diverse  nature  of  our  big  corporations. 

•  Rank  companies  within  their  own  industry  groupings  and  overall  within  the  500. 
Thus  our  readers  will  be  able  to  pinpoint  not  only  the  best — and  worst — perform- 
ance in  each  industry  but  the  best — and  worst — corporate  performance  overall. 
Where  a  corporation  has  a  major  stake  in  more  than  one  industry,  it  will  be  ranked 
within  each  industry  group. 

•  Be  more  concise  editorially,  with  the  object  of  answering  some  of  the  "whys"  of 
the  statistics.  Why  is  one  company  ranked  so  low?  Why  another  so  high?  Why  are 
some  up  so  much?  Why  are  others  way  down?  Why  does  one  company  do  well  in  a 
given  industry  when  another  does  poorly  selling  the  same  products  and  services? 

Forbes  Annual  Report  will  retain  its  most  unique  feature:  It  will  continue  to 
come  out  promptly  at  year-end.  Most  corporate  annual  reports  come  out  many 
months  after  the  year  has  faded  into  history.  So  do  surveys  based  upon  them.  Our 
"Jan  One"  issue  thus  has  a  freshness  and  relevance  the  annual  reports  themselves 
cannot  have. 

How  does  Forbes  manage  this?  The  answer  lies  in  the  nature  of  the  Annual 
Report  ratings.  They  are  not  shortrun  measurements.  They  are  not  based  on  the 
result  of  a  single  year.  Our  Profitability  ratings  are,  in  effect,  a  discounted  five-year 
moving  average;  with  each  new  Annual  Report  the  oldest  year  in  the  five-year  series 
is  dropped  and  for  it  is  substituted  figures  for  the  latest  available  12  months.  The 
Growth  figures  are  not  measured  against  a  single  year  but  against  an  average  for 
three  years.  Thus  we  avoid  having  a  single  year's  spectacularly  good  or  bad  showing 
distort  the  Ratings.  Measured  is  not  simply  the  quantity  of  growth  but  also  its  con- 
tinuity and  quality. 

To  be  sure,  audited  full-year  figures  for  the  latest  year  are  not  available  to  our 
statisticians  at  the  time  the  issue  goes  to  press.  But  this  does  not  materially  affect 
the  value  of  the  Ratings.  We  use  the  latest  available  12  months  —  be  this  through 
Sept.  30  or  Oct.  31  or  Nov.  30.  Doesn't  this  seriously  distort  the  results?  Not  at  all. 
The  missing  quarter  in  our  Profitability  rankings  is  only  one  out  of  20  quarters  that 
goes  into  the  moving  average. 

The  Annual  Report  ratings  are,  in  short,  a  kind  of  moving  picture  of  corporate 
performance  over  a  fairly  long  period  of  time. 

At  the  same  time,  Forbes  recognizes  that  the  actual,  audited  annual  figures  are 
of  great  interest  to  businessmen.  For  this  reason,  the  editors  plan  to  supplement  the 
Annual  Report  with  a  second  issue.  This  will  be  called  The  Forbes  Directory.  It  will 
appear  for  the  first  time  on  May  15,  1969.  Whereas  the  Annual  Report  is  essentially 
an  analytical  rating  of  management  efficiency,  with  a  five-year  focus,  the  Directory 
Issue  will  be  a  detailed  review  of  the  official  figures  for  the  year  just  passed.  If  the 
Annual  Report  is  a  kind  of  motion  picture,  the  Directory  Issue  will  be  a  dramatic 
snapshot. 

The  Directory  Issue  will  be  packed  with  useful,  significant  statistics  not  available 
in  this  form  anywhere  else.  It  will  comprise  an  historical  record.  Businessmen,  in- 
vestors, teachers,  speakers  will  find  it  a  handy  and  convenient  reference  work. 

The  Directory  Issue  will  contain  four  basic  rankings.  In  order  of  size  will  be: 
(1)  The  500  biggest  American  corporations  in  sales.  (2)  The  500  largest  in  net 
profits.  (3)  The  500  largest  in  assets.  (4)  The  500  largest  in  stock  market  value. 
Why  four  separate  rankings?  Because  Forbes  does  not  feel  that  any  one  dimension 
— revenues,  assets,  market  value,  profits — is  by  itself  the  ultimate  measure  of  a 
corporation's  importance.  Moreover,  the  four  lists  will  reveal  some  interesting  con- 
trasts. A  company  that  appears  on  any  one  will  be  ranked  in  all  the  others — even 
though  it  does  not  necessarily  make  the  top  500  in  all  groups.  All  together,  some- 
thing like  800  major  corporations  will  be  covered.  Again,  recognizing  the  trend 
toward  diversity,  toward  multi-industry,  multi-market  corporations,  Forbes  will  not 
restrict  these  rankings  to  industrial  corporations;  financial,  transportation  and 
retailing  corporations  will  be  included. 

The  editors  of  Forbes  search  constantly  for  new  ways  to  put  to  work  for  readers 
their  knowhow,  and  know-where. 

We  feel  that  the  new  Directory  Issue  will  round  out  the  magazine's  special  serv 
ices:  its  Annual  Report;  its  midsummer  Mutual  Fund  ratings;  and  now  its  annual 
statistical  Directory.  The  Directory  Issue  will  show  how  big  businesses  are;  the 
Annual  Report  will  try  to  show  how  good  they  are. 


■A 


J 


Separately  or  in  combination, 
these  two  big  issues  of  Forbes 
will  provide  exceptional 
advertising  opportunities  for  al 
companies  wishing  to 
communicate  their  progress, 
products  or  philosophies  in 
unusually  significant  and 
long-lasting  editorial 
environments. 

Forbes  readers  don't  just  own 
American  business. 

They  run  it. 

Forbes:  capitalist  tool 


You  can 


earn 


fRONl 


DATE  m 


dme  out 


regardless  of  time 
funds  remain  in  account 

Dividends 
Compounded  Daily 

on  all  accounts  as  follows: 
funds  received  by  us  by  the 
10th  of  any  month  and  held 
to  the  end  of  the  quarter  earn 
from  the  1st.  Funds  received  by  the  10th  of  the 
month  and  withdrawn  before  the  end  of  the 
quarter  earn  from  the  date  of  receipt  to  the 
actual  date  of  withdrawal.  Funds  do  not  have 
to  remain  in  the  account  a  minimum  of  3  months. 


5 


07     per  annum 
yi>>   base  rate 


5.1 3% 


ON  ALL  ACCOUNTS 

Current  Rate 

Equivalent  to 

per  annum  when   princi- 
pal and  dividends  remain 
in  the  account  one  year 
and  dividends  are  compounded  daily. 

On  New  Bonus  Accounts 

you  get  an  additional 

_    i     Qff     per  annum  on  accounts  held 

I  I A  /O    36  months.    Bonus   accounts 

/     ■  must   be   opened   in   minimum 

amounts  of  $1,000  or  in  multiples  of  $1,000. 
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EST.  1937 
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1     SAVINGS   I   LOAN   ASSOCIATION 

\      Box  1631-22   •   Glendale,  Calif.  91209 

3r  FIDELITY    FEDERAL   SAVINGS 

□   Please  send  information  about  your  savings  accounts. 
Q   Please   send    information    obout  your 
CHECK-A-MONTH    plan. 
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PLEASE  PRINT 
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UJut 


Serving 
homes, 
farms, 
industry  in 
4  states 


A  Hard  Target 

Most   companies   its    size    worry   constantly 
about  takeovers  these  days.  Not  Bell  &  Howell. 


Executives  waste  a  good  deal  of  time 
these  days  simply  trying  to  avoid  the 
possibility  of  a  takeover.  It's  no  won- 
der. Few  companies,  no  matter  how 
well  run,  seem  immune  any  longer.  But 
takeovers  are  the  last  thing  that  Bell 
&  Howell  Chairman  Peter  G.  Peter- 
son, 42,  worries  about  these  days.  And 
with  reason.  Raiders  are  by  nature  bar- 
gain hunters,  and  for  the  last  five  years 
B&H's  common  has  sold  at  an  average 
of  31  times  earnings.  Even  with  high- 
priced  stock  of  their  own,  most  acquis- 
itors  would  think  a  long  time  before 
tackling  a  prospect  as  costly  as  that. 

From  whence  came  the  company's 
takeover  insurance?  Bell  &  Howell's 
multiple  is  simply  the  result  of  Peter- 
son's tending  the  store  and  doing  what 
needed  to  be  done  for  the  company  at 
the  time  it  needed  to  be  done.  That 
and  a  little  luck,  of  course. 

Market  Madness 

Ten  years  ago  Bell  &  Howell  was 
basically  a  one-product  company.  But 
its  basic  product,  the  amateur  movie 
camera,  was  supposed  to  have  so  great 
a  future  that  in  1960  B&H  stock  was 
bid  up  to  over  40  times  earnings.  With 
American  affluence  and  leisure  time 
growing,  how  could  the  movie  camera 
miss?  But  B&H's  earnings  had  already 
begun  to  slide  because  the  market 
didn't  take  off,  and  Japanese  manu- 
facturers were  offering  stiff  competi- 
tion. B&H's  boss,  Charles  H.  Percy, 
now  U.S.  Senator  from  Illinois,  de- 
cided the  time  had  come  to  diversify. 

Percy  moved  first  into  electronics, 
picking  up  instrument  maker  Consoli- 
dated Electrodynamics  Corp.  in  1960. 
Next  he  advanced  into  office  equip- 
ment with  the  acquisition  of  Ditto  Inc., 
a  maker  of  duplicating  machines,  and 
a  couple  of  smallish  makers  of  business 
forms  and  folding  machines.  Finally, 
he  set  up  a  microfilm  division.  In  those 
days  the  stock  market  was  wildly  in- 
fatuated with  electronics  and  office 
equipment,  and  B&H's  new  prospects 
sent  its  price/earnings  ratio  over  60. 

Despite  its  acquisitions,  B&H's  earn- 
ings continued  to  drop,  hitting  56 
cents  a  share  (from  operations)  in 
1962,  compared  with  $1.24  a  share  in 
1959.  The  amateur  camera  market  was 
still  sluggish.  The  electronics  division 
was  losing  money  on  a  space  chamber 
contract,  and  had  jumped  too  soon 
into  the  industrial  process-control  field. 
B&H  spent  heavily  to  develop  its  busi- 
ness machines  line.  The  stock  market 
anally  became  a  little  wary;  in  1962 
Bell  &  Howell  shares  fell  from  50  to  15. 


But  even  at  that,  B&H's  price/earnings 
ratio  was  still  20. 

Gradually  B&H's  diversification 
moves  began  to  pay  off.  Both  electron- 
ics and  business  machines  are  contrib- 
uting solidly  to  profits,  and  deliveries  of 
movie  cameras  have  finally  begun  to 
creep  up.  Bell  &  Howell  now  has  a  five- 
year  string  of  operating  earnings  gains 


Tough  Company.  "We  rank 
our  return  on  assets  with 
those  of  20  similar  companies," 
says  Chairman  Pete  Peterson 
(above)  of  camera-making  Bell 
&  Howell.  "It's  not  really  hard 
to  figure  out  who's  ahead 
of    us — Kodak,     3M,    Xerox." 
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(profits  were  S2.3S  a  share  last  year). 
Its  stock  sold  at  40  times  earnings 
,again  last  year,  and  has  been  near  that 
mark  in  1968.  At  recent  prices,  it's 
about  30  times  earnings. 

feterson.  who  took  over  when  Percy 
started  to  ease  into  politics  in  1963.  still 
isn't  completely  satisfied  with  B&H's  di- 
versification, however.  The  profit  mar- 
gins in  electronic  instrumentation  and 
business  machines  still  aren't  as  high 
as  we'd  like,"  he  says.  The  electronics 
business  is  hurting  now  because  of  the 
cutback  in  the  space  program.  New 
product  spending  and  manufacturing 
inefficiencies  still  hurt  office  equip- 
ment. Rapid  innovation  and  a  slowly 
growing  market  have  helped  the  cam- 
era business,  but  this  now  only  repre- 
sents about  15f  of  Bell  &  Howell's 
sales  (1967  volume:  $263  million). 

Growth  Targets 

So  where  does  Peterson  go  from 
here?  Into  another  growth  area,  obvi- 
ously—this  time,  education.  Bell  & 
Howell  makes  teaching  machines, 
publishes  textbooks  and  other  educa- 
tional materials  (Charles  I"..  Merrell 
Books,  acquired  last  year).  Peterson 
thinks  computer-programmed  learning 
is  years  away,  it  it  ever  comes  about. 
"We  like  devices  th.it  are  quite  low 
cost."  be  says,  "that  permit  teachers  to 
create  their  own  materials  if  they  wish, 
and  are  simple  enough  for  children  to 
operate."  Bell  &  Howell  has  even  gone 
into  teaching.  It  bought  DeVry  Insti- 
tute of  Technology,  a  Chicago  braining 
ground  for  electronic  technicians,  and 
is  using  tins  as  a  base  to  open  more 
technical  schools. 

This  is  not  to  say  that  Peterson  lias 
written  off  his  older  businesses.  There's 
no  reason  to.  He  couldn't  have  chalked 
up  five  good  earnings  years  in  a  row 
if  electronics  and  business  machines 
hadn't  contributed  to  the  company's 
basic  profitability.  And  the  growth 
prospects  remain.  The  electronics  di- 
vision, Peterson  says,  has  a  big  market 
in  prospect  for  automotive  diagnostic 
equipment.  He's  hot  on  the  business 
machine  division's  development  of 
micro-imaging   on   4-by-6-inch    cards. 

For  all  its  acquisitions,  Bell  &  Howell 
has  lieen  able  to  maintain  its  consid- 
erable leverage.  With  only  4.7  million 
shares  outstanding,  an  increase  of  one- 
half  of  If  in  profit  margin  can  add  25 
cents  to  30  cents  to  per-share  earnings. 
And  B&H's  profit  margin  has  increased 
from  1.78  to  4.3?  in  the  last  five  years. 

But  the  real  key  to  Bell  &  Howell's 
success— as  it  is  to  its  immunity  from 
takeover— has  been  its  ability  to  ex- 
pand into  the  right  fields,  at  the  right 
time.  Peterson  says:  "We  picked  the 
growth  fields  ahead  of  time."  The  only 
problem,  of  course,  is  to  keep  on  doing 
more  of  the  same.  ■ 
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Safad&Aed  4760 

AMERICA'S  FIRST  TOBACCO  MERCHANTS 
DIVIDEND    NOTICE 

Regular  quarterly  dividend  of  $.675  per  share  on  the  out- 
standing Common  Stock  of  Lorillard  Corporation  has  been 
declared  payable  October  1,  1968,  to  stockholders  of  rec- 
ord at  the  close  of  business  September  6,  1968.  Checks  will 
be  mailed. 

G.  O.  DAVIES, 
Executive  Vice  President 


New  York,  August  21,  1968. 


Cigarettes 


KENT 

NEWPORT 

TRUE  FILTERS 

TRUE  MENTHOL 

OLD  GOLD  FILTERS 

SPRING  100's 

OLD  GOLD  STRAIGHTS 

Smoking  Tobaccos 

INDIA  HOUSE 
BRIGGS 
BURGUNDY 
UNION  LEADER 
FRIENDS 


Little  Cigars 


BETWEEN  THE  ACTS 

MADISON 

OMEGA 


Cigars 


ERIK 


Chewing  Tobaccos 

BEECH-NUT 

BAGPIPE 

HAVANA  BLOSSOM 


HAVANA  BLOSSOM 

*  fFurtt  Witt  t%e  ffineit  -  ffiwcapA  £3>icil/avd  Z%€6eavcJi 

^  c 


dividend  notice 


MIDDLE   SOUTH   UTILITIES,   INC. 

The  Board  of  Directors  has  this  day  declared  a  dividend  of  20%^ 
per  share  on  the  Common  Stock,  payable  October  1,  1968,  to 
stockholders  of  record  at  the  close  of  business  September  12,  1968. 

a         *ic   iqCq       I  ANNE  M.  FITZGERALD 
August  16,  1968      |  ^^ 

THE  MIDDLE  SOUTH   UTILITIES  SYSTEM 

Arkansas  Power  &  Light  Company      Mississippi  Power  &  Light  Company 
Louisiana  Power  &  Light  Company      New  Orleans  Public   Service    Inc. 
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Faces  Behind  the  Figures 


William  Rosenwald 
"No  Story  on  Us" 

The  Faces  behind  most  Figures  are 
highly  visible  ones:  top  executives 
of  publicly  owned  companies,  Wall 
Streeters,  men  accustomed  to  oper- 
ating in  a  goldfish  bowl.  But  there 
are  other  Faces  who  prefer— and 
are  able— to  keep  out  of  sight.  One 
such  is  William  Rosenwald,  65,  a 
millionaire  many  times  over. 

Bill  Rosenwald  happens  to  be  the 
second  son  of  the  great  Julius  Rosen- 
wald, the  man  who  along  with  his 
successor,  General  Robert  E.  Wood, 
made  Sears,  Roebuck  what  it  is  to- 
day (Forbes  Sept.  1,  1967).  Bill 
Rosenwald's  older  brother,  Lessing 
Julius  Rosenwald,  now  77,  suc- 
ceeded their  father  as  chairman  of 
Sears,  Roebuck  in  1932  and  re- 
tained the  post  until  1939. 

Bill  himself  graduated  from  the 
Massachusetts  Institute  of  Tech- 
nology, studied  at  Harvard  and  the 
London  School  of  Economics.  He 
briefly  represented  family  interests 
on  the  board  as  a  Sears  director  from 
1934  to  1938.  But  since  then  he  has 
operated  from  the  background  as  a 
philanthropist  and  financier. 

As  a  philanthropist,  Rosenwald 
has  been  active  in  the  Tuskegee 
Institute,  the  Negro  college  in  Ala- 
bama founded  by  Booker  T.  Wash- 
ington, and  the  United  Jewish 
Appeal.  But  as  a  businessman,  too, 
he  has  been  active  in  at  least  two 
good-sized,  publicly  owned  busi- 
nesses. He  is  the  controlling  stock- 
holder of  Ametek  Inc.,  a  rather 
glamorous  New  York  conglomerate 

Rosenwald  of  Ametek 


that  last  year  had  sales  of  $108 
million  and  profits  of  $4.6  million. 
You  can't  prove  Bill  Rosenwald's 
control  by  casually  looking  through 
the  normal  corporate  records— no 
individual  or  group  owning  as  much 
as  10%  of  Ametek's  stock  has  re- 
ported to  the  Securities  &  Exchange 
Commission— but  Ametek  has  nine 
directors,  and  five  are  associates  of 
Rosenwald. 

Two  Ametek  directors,  Helmut  N. 
Friedlaender  and  W.  Joseph  Straus, 
are  advisers  to  American  Securities 
Corp.,  a  Rosenwald-owned  invest- 
ment banking  firm  in  New  York. 
Two  other  Ametek  directors,  Peter 
I.  B.  Lavan  and  Samuel  Hoffman, 
are  partners  in  Stroock  &  Stroock  & 
Lavan,  a  New  York  law  firm  that 
handles  much  of  American  Securi- 
ties' legal  work.  The  fifth  director 
with  Rosenwald  ties  is  President 
John  H.  Lux.  Lux  concedes  that 
American  Securities  brought  him  in 
to  head  Ametek  in  January  1966 
from  Haveg  Industries,  a  plastics 
subsidiary  of  Hercules  Inc. 

Rosenwald  also  controls  Western 
Union  International,  the  overseas 
messages  company  (1967  sales, 
$26.7  million,  earnings,  $2.8  mil- 
lion) that  was  spun  off  from  West- 
ern Union  Telegraph  Co.  in  1963. 
He  owns  17%  of  the  stock.  A.  A. 
Sirna  III  and  Frank  D.  Williams, 
American  Securities  officials,  are  on 
the  seven-man  board  with  Fried- 
laender, Straus  and  Hoffman. 

American  Securities  also  holds  at 
least  25%  of  the  stock  of  Mangood 
Corp.,  a  little  ( $1 1.9  million  in  sales, 
$300,000  in  profits)  Chicago  com- 
pany that  makes  weighing  equip- 
ment. But  Rosenwald  and  other 
American  Securities  executives 
simply  aren't  talking.  One  of  them, 
Frank  Williams,  told  Forbes:  "We 
just  don't  give  interviews.  Have  you 
ever  seen  a  story  about  us?"  ■ 


Robert  V.  Tishman 
Take  the  Cash 

"The  main  business  of  an  owner- 
builder,"  says  Robert  V.  Tishman  of 
New  York-based  Tishman  Realty  & 
Construction  Co.,  "is  to  create  in- 
come-producing assets." 

Measured  by  the  income  his  as- 
sets are  producing,  Bob  Tishman 
might  seem  something  less  than  a 
how  ling  success  since  he  took  over 
the   presidency   from   his   uncle   in 


Tishman  of  Tishman  Realty 

1962.  At  that  time  the  company  was 
deep  in  the  luxury  apartment  mar- 
ket. Bob  Tishman,  remarking  that 
"I'd  rather  deal  with  20  corporate 
presidents  than  with  300  crazy 
women  tenants,"  switched  back  to 
the  company's  old  specialty  of  office 
buildings.  He  landed  the  contract 
as  project  manager  of  New  York's 
new  Madison  Square  Garden  com- 
plex and  began  work  on  Tishman's 
own  20-story  building  in  downtown 
Chicago. 

Then  the  Internal  Revenue  Serv- 
ice began  to  look  askance  at  the 
company's  sale-and-leaseback  prac- 
tices. Tishman  Realty  responded  by 
holding  onto  its  buildings  instead  of 
selling  them,  which  between  fiscal 
1962  (ended  Sept.  30)  and  1967 
lifted  assets  from  $77  million  to 
$169  million,  and  increased  rental 
revenues  from  $18  million  to  $30 
million.  This  so  increased  Tishman's 
exposure  to  soaring  mortgage-mon- 
ey costs  and  operating  expenses  that 
rental  profits  fell  29%  over  the  same 
period,  from  $3.5  million  to  $2.5 
million. 

As  Bob  Tishman  says,  "What  you 
really  have  to  look  at  are  the  cash 
flow  and  the  assets.  Our  assets  are 
$100  a  share  against  $47  in  1962." 
Tishman's  cash  flow— that  true 
measure  of  real-estate  earnings- 
should  reach  nearly  $7  million  this 
fiscal  year,  almost  double  the  $3.7 
million  of  1962.  How  far  the  recent 
dip  in  interest  rates  will  go,  and 
therefore  what  impact  it  will  have 
on  construction  volume  and  Tish- 
iik m's  mortgage-money  costs,  is,  of 
course,  still  uncertain.  But  it  can 
hardly  fail  to  improve  what  Bob 
Tishman  already  sees  as  a  satisfac- 
tory situation.  ■ 
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Bernard  A.  Schriever 
A  Noble  Experiment? 

From  the  day  in  the  early  1930s 
jhat  he  won  his  wings  until  his  re- 
tirement from  the  Air  Force  in  1966. 
General  Bernard  A.  (for  Adolf) 
Schriever's  concern,  naturally,  was 
national  defense.  Today,  it's  the  na- 
tion's cities.  At  58,  the  tall  former 
commander  of  the  Air  Force  Sys- 
tems Command  has  organized  a  con- 
sortium of  industrial  companies. 
Urban  Systems  Associates,  Inc.,  to 
deal  with  such  problems  of  the  cities 
as  housing,  transportation,  educa- 
tion and  even  riots  in  the  slums. 

The  problems  General  Schriever 
last  dealt  with  involved  interconti- 
nental ballistic s  missiles,  but,  in 
coning  down  from  the  stratosphere 
to  Watts  and  Harlem,  he  says  he 
isn't  traveling  nearly  as  tar  as  some 
might  think.  "I  became  interested  in 
urban  problems  long  l>efore  I  retired 
horn  the  Air  force,''  he  explains.  "1 
could  sec  two  major  problems  Fac- 
ing the  country:  national  securitv 
and  the  continued  viabilit)  of  the 
U.S.  from  an  internal  Standpoint  I 
had  made  a  contribution  to  the  for- 
mer, and  it  occurred  to  me  that  m) 
experience  there  might  be  useful 
in  dealing  with  the  latter.'' 

Schriever  believes  the  same  tech- 
niques ot  systems  management  and 
planning  that  he  learned  in  the  Air 
Force  can  be  applied  to  urban  prob- 
lems. "You  could  put  the  planning 
and  management  capabilities,   the 

production  knowhow,  the  technol- 
OgJ  —all  the  things  we  had  to  exploit 
in  building  the  ICBM— together  in 
a  coordinated,  constructive  fashion 
in  the  urban  arena— treat  the  prob- 
lems ot  a  city  or  region  as  elements 
in  a  total  system." 

Schriever  ot  Urban  Systems 


This  is  necessary,  he  explains,  be- 
cause "in  a  big  city  there  can  be  over 
100  subsystems— things  like  water, 
sewerage,  transportation,  education, 
law  enforcement,  housing,  recrea- 
tion, industry.  These  problems  are 
related.  If,  for  example,  you  build  a 
low-cost  housing  project  and  relo- 
cate people  from  the  ghetto  to  live 
in  it,  you  also  have  to  alter  your 
transportation  systems  so  the  people 
can  get  to  their  jobs.  These  things 
require  a  total  planning  approach." 

There  are  now  six  companies  in 
Schriever's  consortium :  American 
Cement,  Northrop,  Emerson  Elec- 
tric, Control  Data,  Lockheed  Air- 
craft and  Ralph  M.  Parsons  Co.,  a 
Los  Angeles  construction  concern. 
He  says:  "We  hope  soon  to  get  the 
number  up  to  about  ten." 

One  problem  he  foresees  is  get- 
ting a  plan  put  into  operation  once 
it  has  been  worked  out.  This,  of 
course,  is  primarily  a  political  prob- 
lem, and  he  says:  "The  only  way 
you  have  any  luck  getting  accept- 
ance ot  a  planning  effort  is  some- 
how to  get  a  maximum  participation 
From  all  the  various  elements. 

"How  you  do  this  in  the  cities,  I 
can't  really  tell  you  at  this  point," 
Schriever  admits,  but  he  believes 
the  very  urgency  of  the  urban  prob- 
lem will  compel  community  action. 
"From  my  standpoint,  this  is  a  noble 
experiment,"  he  says.  ■ 

Monty  I.  Prichard 

A  Few  Here,  A  Few  There 

l'i  \\  \ii.(  HANICAL  encineers  are 
noted  for  their  marketing  abilities, 
hut  Monty  I.  Prichard,  52-year-old 
head  ol  Massey-Ferguson's  Perkins 
Engines  Group,  is  one  of  the  sav- 
viest  marketing  men  around.  He 
earned  Britain's  "marketing  man  of 
the  year"  award  in  1964  and  a 
C.B.E.  from  the  Royal  Family. 

Prichard  helped  merge  F.  Per- 
kins Ltd.  into  M-F  in  1959,  but  in 
so  doing  he  kept  Perkins  a  distinct 
manufacturing  and  marketing  entity 
that  sells  both  to  competitors  and  to 
M-F's  farm  and  construction  equip- 
ment groups.  And,  despite  the  trend 
toward  bigger  engines  by  Cummins, 
Caterpillar  and  others,  he  insisted 
rightly  that  there  was  a  growth  mar- 
ket in  the  small  diesels  that  are 
Perkins'  specialty.  Since  then,  Per- 
kins' sales  have  increased  fourfold. 

Now  Prichard  again  faces  some 
crucial  marketing  decisions.  Truck- 
ers are  indeed  moving  towards  big- 
ger engines;  other  diesel  makers— 
notably  Caterpillar— have  introduced 


Prichard  ot  Massey-Ferguson 

smaller  engines  in  competition  with 
Perkins;  and  an  increasing  number 
of  the  truck  makers  among  Perkins' 
customers  now  build  some  of  their 
own  diesels.  Thus  Perkins  would 
seem  in  danger  of  being  squeezed 
out  of  its  basic  market. 

But  Prichard  is  not  greatly  wor- 
ried: "First,  we  are  much  more 
broadly  based  than  are  our  com- 
petitors," he  points  out,  "because 
we  get  so  much  farm  machinery 
business  and  that  secures  the  bot- 
tom end  of  the  horsepower  range. 
Second,  I've  heard  this  thing  about 
increasing  horsepower  as  long  as 
I've  been  in  the  business,  but  as  the 
market  for  bigger  engines  grows,  so 
does  the  whole  market;  besides,  late 
last  year  we  began  building  a  big- 
ger engine— a  185  hp  V8  diesel. 
Third,  not  too  many  truck  manu- 
facturers are  going  to  have  suffi- 
cient volume  to  produce  engines  at 
a  low  enough  cost.  We  produce  in 
volume  and  sell  to  everyone,  pick- 
ing up  a  few  hundred  units  here,  a 
few  hundred  there.  It  all  adds  up." 

Prichard's  decision  to  produce  a 
V8  without  neglecting  its  small-en- 
gine business  seems  to  be  paying 
off.  After  three  years  of  marginal 
increases,  Perkins'  sales  jumped 
12%  this  year  to  around  $113  mil- 
lion, not  counting  $50  million  worth 
of  engines  sold  to  Massey-Ferguson. 

Though  Prichard  may  eventually 
decide  to  produce  an  even  larger 
V8,  he  is  firmly  committed  to  small 
engines  and  sees  an  enormous  po- 
tential market  in  U.S.  city  delivery 
trucks  and  taxicabs,  which  are  al- 
most all  gasoline  powered.  Cracking 
this  market  could  be  a  costly  and 
perhaps  fruitless  effort,  but  if  any- 
one can  put  British  diesels  into 
American  taxicabs,  Prichard  can.  ■ 
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Faces  Behind  the  Figures 

Irving  Maidman 

Like  a  Game  of  Monopoly 

"I  don't  know  a  damn  thing  about 
railroads,"  says  Irving  Maidman,  the 
$l-a-year  chairman  and  chief  execu- 
tive officer  of  New  Jersey's  70-mile 
New  York,  Susquehanna  &  Western 
Railroad  Co.  "I  took  over  the  Sus- 
quehanna to  protect  my  real-estate 
interests  in  Edgewater,  N.J."  Seven 
years  ago  Maidman 's  Tri-Terminal 
Corp.  subsidiary  picked  up  50  acres 
of  industrial  real  estate  in  Edgewa- 
ter, and  in  order  to  lease  it,  Maid- 
man had  to  guarantee  rail  service 
by  the  Susky.  The  only  way  he 
could  guarantee  that  was  to  buy  up 
75%  of  Susky's  bonds  and  80%  of  its 
preferred  and  common  stock.  The 
cost:  $2.7  million,  no  small  price  for 
control  of  a  road  that  lost  $8  million 
between  1954  and  1963. 

As  Maidman  admits,  this  is  not  ex- 
actly the  easiest  way  to  make  money 
in  real  estate,  but  it  is  just  such  ad- 
venturous ploys  that  over  the  years 
helped  him  move  from  the  tene- 
ments of  the  Lower  East  Side  to  an 
office  in  his  own  building  on  Broad- 
way at  Times  Square.  Now  white- 
haired  and  71,  Maidman  ranks  as 
one  of  New  York's  shrewdest  real- 
estate  operators  and  his  holdings  on 
Manhattan's  West  Side,  acquired 
mainly  in  the  Forties  when  the  area 
was  still  a  slum,  resemble  the  high- 
priced  side  of  a  Monopoly  board: 
a  hotel,  three  bank  buildings,  five 
theaters,  a  bus  terminal  and  the  only 
privately  owned  piers  on  the  Hud- 
son River. 

Maidman  saw  the  same  kind  of 
bargains  in  the  Susky.  For  one  thing 
he  figured  the  railroad's  real  estate 
—carried  on  the  books  at  $1.6  mil- 

Maidman  of  the  Susky 


lion— was  worth  about  $20  million. 
For  another,  he  decided  the  6J» 
miles  of  Susky  track  connecting  the 
Pennsylvania  and  New  York  Central 
virtually  assured  the  Susky's  value 
in  the  Penn  Central  merger. 

He  was  right.  The  Interstate 
Commerce  Commission  made  the 
acquisition  of  the  Susky  one  of  the 
conditions  of  the  Penn  Central 
merger  last  Feb.  1.  Since  then,  how- 
ever, the  Penn  Central  has  been  tak- 
ing its  time  over  closing  the  deal. 
Maidman  wants  1.3  shares  of  Penn 
Central  stock  for  each  of  Susky's 
preferred  and  common  shares— an 
exchange  that  would  almost  double 
the  value  of  his  $2.7-million  Susky 
investment  and  give  him  about  2% 
of  Penn  Central's  outstanding  stock. 

After  all,  Maidman  points  out, 
the  Susky  is  in  far  better  shape  than 
it  was  five  years  ago.  "When  I  came 
to  the  road,  it  was  dying,"  he  says. 
"Now  it's  a  going  road,  but  the 
Penn  Central  doesn't  want  a  going 
road— they  want  to  get  it  for  salvage 
value."  How  much  the  Penn  Central 
will  pay  is  now  in  the  hands  of  the 
ICC,  but  once  the  Susky  is  off  his 
back,  Maidman  has  no  dreams  of 
moving  into  another  railroad.  "At 
my  age,  I  don't  plan  to  go  into  any 
other  ventures.  I  have  all  I  can  do."  ■ 


John  A.  Davis  Jr. 

Young  Sailors  Never  Die 

Retiring  generals  and  admirals 
seem  to  have  little  trouble  trading 
the  brass  for  business.  But  when 
John  A.  Davis  Jr.  retired  from  the 
Navy  in  1965  as  a  submarine  cap- 
tain, corporate  doors  didn't  open  as 
wide.  The  best  he  could  do  with  his 
20  years  of  naval  experience  was  to 
become  special  assistant  to  the  pres- 
ident of  Grace  Line,  Inc. 

For  a  man  with  graduate  degrees 
in  electronics  and  international  af- 
fairs, that  job  was  less  than  Davis 
had  hoped  for.  Within  two  years  he 
moved  on  to  Moore  &  McCormack 
Co.,  Inc.,  but  stayed  only  about  two 
months.  Last  August  he  took  on  the 
job  of  transforming  the  320-acre 
former  Brooklyn  Navy  Yard  into  an 
industrial  park.  Nothing  unusual  in 
that.  But  this  one  is  designed  to  be 
a  model  for  a  national  program  of 
urban  economic  redevelopment. 

"It's  a  challenge,  it's  the  No.  One 
priority  in  the  area,"  says  Davis, 
whose  title  is  chief  executive  of 
CLICK  (Commerce,  Labor,  Indus- 
try Corp.  of  Kings  [County]). 
CLICK  is  a  nonprofit  industry 
group  that  is  leasing  the  yard  from 


Davis  of  CLICK 

New  York  City,  which  is  buying  it 
from  the  New  York  State  and  fed- 
eral governments.  "From  where  I 
sit,"  Davis  explains,  "this  is  a  tre- 
mendous experience.  It  gives  a  per- 
son a  little  dimension  of  creativity." 

It's  a  challenge  all  right.  CLICK 
doesn't  want  him  to  set  up  just  any 
industrial  complex.  In  addition  to 
leasing  the  yard's  164  buildings  to 
heavy-  and  light-industry  compa- 
nies, CLICK's  goals  are  1)  to  re- 
duce the  area's  unemployment  rate 
from  12%  to  4%  by  providing  train- 
ing and  jobs  for  30,000  people;  2) 
to  develop  locally  owned  businesses 
—restaurants,  computer  facilities, 
garbage  removal,  security  to  serve 
companies  in  the  yard  and  residents 
nearby;  and  3)  to  undertake  urban 
renewal  in  areas  near  the  yard. 

So  far,  Davis'  record  looks  good. 
He  obtained  a  grant  from  the  Com- 
merce Department  to  get  the  $150- 
million  project  started.  Seven  com- 
panies have  started  moving  into 
the  yard,  investing  $20  million  in 
equipment  and  providing  5,000  new 
jobs.  In  all,  nearly  700  companies 
have  applied  for  space. 

But  Davis,  at  45,  still  sees  his 
name  on  some  corporate  suite.  Be- 
fore joining  CLICK  he  turned  down 
a  higher-paying  job  with  a  major 
electronics  company  because  it  was 
on  the  West  Coast.  That  was  12 
months  ago;  yet  visions  of  stock  op- 
tions still  flutter  through  his  mind. 
"I  think  I've  reached  a  point,"  he 
says,  "where  I'd  like  to  run  some- 
thing. You  kind  of  work  your  way 
up  there  in  a  decision-making  role. 
If  some  corporation  came  that  of- 
fered a  package  where  I  could  be 
the  chief  executive  ...  I  certainly 
wouldn't  turn  my  back."  ■ 
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Richard  H.  Griebel 

Netting  a  Winner 

Although  the  Boston  Celtics 
have  won  nine  professional  basket- 
ball championships  in  ten  consecu- 
tive seasons,  the  Celtics  are  now 
part  of  a  team  that  has  lost  money 
for  seven  consecutive  years. 

Last  month  President  Richard 
H.  Griebel's  P.  Ballantine  &  Sons 
snapped  up  the  Celtics  for  S3. 5  mil- 
lion. Why  did  Griebel  buy  them? 
"Image,"  says  he.  "They're  the  ve- 
hicle I  needed,  particularly  in  New 
England.  Beer  is  an  emotional  prod- 
uct; you  need  a  winning  image. 

Forty-four-year-old  Dick  Griebel 
has  spent  so  much  of  his  career  with 
losing  operations  that  critics  suspect 
he  has  a  streak  of  masochism.  In 
1954.  he  quit  a  secure  job  at  Ray- 
theon to  follow  Harold  Geneen  to 
ITT  as  manager  of  its  Kellogg 
Switchboard  &  Supply  Co.  "Kellogg 
was  in  deep  trouble,"  Griebel  says. 
"I  had  to  do  something  quickly." 

Then,  within  three  years,  Griebel 
received  an  offer  to  take  over  a 
company  in  even  worse  shape- 
Fairbanks.  Morse  &  Co.,  now  part 
of  Colt  Industries.  Though  Geneen 
offered  him  more  to  stay  at  ITT, 
Griebel  went  to  FM.  "Somewhere 
in  your  career,  you've  got  to  gamble 
or  you'll  never  be  your  own  man." 

Griebel  took  four  bask  concepts 
about  coping  with  a  troubled  situa- 
tion from  Geneen:  "Have  the  guts  to 
take  the  job;  become  a  junior  CPA 
and  understand  figures;  develop  a 
good  memory;  and  most  important 
—think  big,  never  give  up,  and  go 
out  and  acquire  operations  in  situ- 
ations [like  the  Celtics]  you  would 
not  think  acquirable." 
Having  put  Fairbanks.  Morse  hack 

Griebel  of  P.  Ballantine 
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on  its  feet,  Griebel  took  over  Bal- 
lantine in  1967.  He  had  a  selfish 
motive.  He  wanted  to  learn  how  to 
run  a  consumer  products  company, 
and  Ballantine  Ale  was  a  Cadillac 
name.  "But,"  says  Griebel,  "it  was 
trouble  again.  Family  controlled, 
privately  held,  it  had  had  little  or 
no  management  for  25  years." 

Griebel  laid  off  more  than  500 
people,  and  predicts  that  Ballantine 
may  almost  break  even  in  1968  for 
the  first  time  since  1960.  In  1967 
sales,  at  $90  million,  did  not  fall  for 
the  first  time  since  1960. 

Taking  a  small  page  from  mentor 
Geneen,  Griebel  sees  Ballantine  go- 
ing public  and  diversifying  into  cof- 
fee, foods  and  perhaps  packaging 
machinery.  Will  getting  the  Celtics 
perk  up  Ballantine's  losing  image? 

The  Celtics'  general  manager, 
Arnold  (  Red )  Auerbach,  could  give 
Griebel  plenty  of  reason  to  hope. 
Alter  all,  the  Celtics  were  the  Bal- 
lantine of  basketball  until  Auerbach 
took  over.  ■ 


Norman  B.   lure 
Two  Minds  .  .  . 

Every  U.S.  President  has  a  princi- 
pal economic  adviser  whose  impor- 
tance is  recognized  in  the  public 
press  and  financial  markets.  Unsung, 
but  no  less  important  in  many  ways, 
is  the  favorite  economist  of  Chair- 
man Wilbur  Mills  of  the  tax-writing 
House  Ways  &  Means  Committee. 
His  name  is  Norman  B.  Ture,  45, 
and  his  views  helped  persuade  Mills 
to  hold  up  passage  of  the  10%  in- 
come tax  surcharge  for  ten  months 
Until  last  month,  when  he  went  to 
work  for  Planning  Research  Corp., 
Ture  worked  as  director  of  tax 
studies  for  the  National  Bureau  for 
Economic  Research,  a  private  or- 
ganization  which  puts  out  influen- 
tial studies  on  the  national  economy. 

Ture  (pronounced  Too-Ray) 
laughs  when  he  is  told  that  he  is 
to  Mills  as  Okun  is  to  Johnson,  but 
Washington  does  not  doubt  his  in- 
fluence. "Mills  listens  to  a  lot  of 
people,  but  Ture  he  understands,"  is 
how  one  Congressional  source  puts 
it.  Ture  acknowledges  he  has  been 
a  friend  and  counselor  to  Mills  since 
1955  when  the  economist  worked 
on  the  Joint  Economic  Committee. 

Like  Mills,  Ture  is  an  economic 
conservative,  a  1968  Ph.D.  from 
the  U.  of  Chicago  where  the  think- 
ing of  Dr.  Milton  Friedman  holds 
sway.  Ture  therefore  is  "very  skep- 
tical" of  the  new  economics  and 
disputes    the    contention    that    an 
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Economist  Ture 

economy  can  be  managed  precisely 
by  pulling  one  or  another  lever  of 
fiscal  policy,  such  as  taxes. 

Tax  policy,  for  Ture,  must  be 
used  only  to  insure  that  revenues 
will  meet  expenditures.  When  Wil- 
bur Mills  demanded  that  the  ad- 
ministration cut  spending  to  meet 
anticipated  revenues,  he  was  voicing 
his  own  deep-seated  convictions- 
bolstered  by  Ture's  economic  rea- 
soning. In  Ture's  view,  tax  policy  is 
not  able  to  damp  down  or  speed  up 
an  economy.  Ture,  of  course,  op- 
posed the  tax  surcharge  last  year, 
questioning  administration  assump- 
tions before  Mills'  committee. 

Has  the  surcharge,  which  went 
into  effect  this  summer,  accom- 
plished its  damping-down  purpose? 
No,  says  Ture,  in  the  face  of  ad- 
ministration bearishness  about  the 
fourth  quarter.  "I  see  very  rapid 
growth  the  rest  of  the  year  and 
pretty  strong  growth  into  next  year." 

Ture  is  amused  at  the  bind  the 
new  economists  will  face  next  June 
30,  when  the  surcharge  is  due  to  ex- 
pire. In  theory,  the  economy  should 
be  in  poor  shape  and  need  the  boost 
of  tax  reduction.  Instead,  says  Ture, 
the  economy  will  be  strong  with 
some  inflationary  pressure.  There- 
fore the  administration  is  going  to 
have  to  argue  to  keep  the  surcharge 
to  prevent  runaway  inflation.  Wil- 
bur Mills,  not  surprisingly,  foresees 
this  too  and  he  has  already  issued 
an  advance  demand  that  the  new 
administration  limit  spending  if  it 
wants  to  keep  the  surcharge.  All  of 
which  tends  to  prove,  not  that  Mills 
is  a  disciple  of  Ture,  but  that  men 
usually  accept  those  ideas  which  are 
in  tune  with  their  gut  prejudices 
and  convictions.  ■ 
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NATIONAL  STEEL 
INTRODUCES 
THE  SUPER  MILL 


It's  not  just  a  new  steel  mill  with  a  new  name.  It's  a 
new  kind  of  steel  mill. 

It  makes  steel  slabs  in  two  hours  instead  of  the  usual  20. 

It  makes  better  slabs  faster  than  any  other  mill  in  the 
world. 

It  has  proved,  in  commercial  operation,  that  continuous 
slab  casting  can  produce  slabs  fast  enough  — and  in 
large  enough  quantities— to  supply  the  requirements  of 
a  vast  complex  of  finishing  mills. 

The  Super  Mill,  at  our  Weirton  Steel  Division  in  West 
Virginia,  integrates  three  modern  techniques  for  high- 


volume  steelmaking.  It  assembles  into  one  operation  a 
300-ton  basic  oxygen  furnace  shop,  a  300-ton  vacuum 
degasser,  and  a  continuous  slab  casting  machine  that's 
the  world's  largest — and  first  to  achieve  commercial 
operation  at  anywhere  near  such  volume. 

Its  concept  is  this  simple:  Three  units,  one  operation. 
An  assembly  line  for  steel— with  no  unnecessary  pit 
stops. 

Now,  steelmaking  never  will  be  the  same. 

But  let  us  tell  you  more.  Write  National  Steel  Corpora- 
tion, Grant  Building,  Pittsburgh,  Pa.  15219.  We'll  send 
you  a  detailed  color  brochure. 


NATIONAL  STEEL  CORPORATION 

Great  Lakes  Steel/Weirton  Steel/Midwest  Steel/Hanna  Furnace/National  Steel  Service  Center/Stran-Steel/Transportation  Products 
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Period  ol  Economic  Recession  as  defined 
by  National  Bureau  ol  Economic  Research 


Composed  of  the  following: 
Production 

•  How  much  are  we  producing?  (Federal  Re- 
serve Board  Index  of  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering? 
{Dept.  ol  Commerce  latest  three  months  new 
orders  ol  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building?  (Depl.  ol 


Commerce  private  nontarm  housing  starts) 
Consumption 

•  How  much  are  people  spending?  (Dept.  ol 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debt''  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services?  (Dept.  ol  Commerce 


113.2 

AUG 115.6 

SEPT 115.8 

OCT 116.9 

NOV 118.8 

DEC 121.0 

JAN 122.4 

FEB 124.3 

MAR 126.3 

APR 126  9 

MAY     128.0 

JUNE   128.7 

JULY  (pre.)     129.7 
AUG.  (pre.)     130.5 


service  price  index  related  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  (Dept.  ol 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.  S. 
Dept.  of  Labor  initial  unemployment  claims) 


Housing:  Prosperity's  Victim 


Tin  U.S.  ECONOMY  always  experts  to  have  a  roof  over  its 
head,  yet  it  treats  housing  more  casually  than  any  other 
industry.  Home  building,  for  instance,  is  sharply  curtailed 
by  rising  interest  rates.  Yet  housing  is  mercilessly  sacrificed 
to  restrictive  monetary  policy  aimed  at  curbing  inflation 
and  improving  the  balance  of  payments.  Then,  after  anti- 
inflationary  steps  have  taken  hold  and  the  economy  stutters, 
housing  suddenly  becomes,  in  the  eyes  of  many,  the  econ- 
omy's tail-sate  device  that  will  prevent  the  slowdown  from 
going  too  far. 

"I  don't  think  it's  fashionable  to  think  that  way  any- 
more," says  Raymond  H.  Lapin,  president  of  the  Federal 
National  Mortgage  Association,  "but  there  are  still  some 
economists  who  do.  How"  he  asks,  "are  we  ever  going  to 
get  a  more  efficient  housing  industry  if  it  is  not  permitted 
some  stability?" 

If,  like  a  modern-day  Cinderella,  housing  doesn't  go  to 
the  ball  with  everyone  else,  there  is  good  reason.  Housing 
behaves  contracyclically:  It  is  down  when  the  economy  is 
up  and  vice  versa.  The  explanation  of  course  is  money. 

Savings  &  loan  associations  and  mutual  savings  banks 
are  prime  sources  of  mortgage  money.  In  an  inflationary 
.boom  with  interest  rates  high,  the  S&Ls  and  mutual  savings 
banks  bump  into  legal  ceilings  on  the  interest  they  can 
pay  for  deposits.  As  a  consequence,  they  lose  deposits  to 
other  investments  that  offer  higher  yields  and  that  supply 
no  funds  to  the  mortgage  markets.  Other  mortgage  inves- 
tors follow  yields  and  forsake  mortgages  with  their  greater 
risk  and  administration  costs.  With  no  money  for  mort- 
gages, even  strong  consumer  demand  for  housing  is 
thwarted.  The  result  for  housing  is  disaster. 

It  is  the  reverse  of  this  situation,  however,  that  is  now 
supposed  to  be  around  the  corner.  High  family  formations 
and  pent-up  demand,  plus  low  vacancy  rates  and  new 
home  inventories,  seem  to  bode  well  for  the  industry.  Money 
promises  to  become  both  cheaper  and  more  plentiful.  The 
Treasury  may  withdraw  from  the  money  market,  now  that 
the  tax  surcharge  and  spending  cuts  are  greatly  reducing 
the  government  deficit,  and  the  business  demand  for  money 
is  also  expected  to  soften.  "The  tax  bill,"  says  one  housing 


economist,  "saved  housing  a  great  deal  of  grief."  But  is  the 
boom  that  many  expect  in  1970  waiting  in  the  wings?  And 
can  housing  provide  the  buoyancy  that  the  economy  may 
soon  need? 

In  the  first  place,  a  housing  boom  like  that  during  the 
1 950s  will  never  come  again.  That  required  a  once-in-a- 
lifetime  combination  of  backed-up  demand  from  the  1930s 
and  1940s,  a  record  rate  of  new  family  formations  after 
the  war  and  the  urge  toward  upgrading  by  people  who 
had  long  wanted  better  housing  and  who  for  the  first  time 
could  afford  it.  Today  neither  family  formations  nor  the 
upgrading  factor  is  present  in  anywhere  near  the  mag- 
nitude of  the  1950s,  when  measured  against  the  size  of 
today's  economy. 

The  idea  that  a  boom  in  housing  can  support  an  economy 
beginning  to  sag  from  the  impact  of  deflationary  forces 
also  doesn't  have  the  credibility  it  had  in  prior  years.  Henry 
B.  Schechter  of  the  Department  of  Housing  &  Urban  De- 
velopment still  thinks  so.  "We've  seen  housing,"  he  says, 
"lead  and  pull  us  out  of  recessions  before.  I  think  it  was 
true  in  1958  and  1961  also."  But  he  seems  to  forget  that 
since  then  the  gross  national  product  has  grown  tremen- 
dously relative  to  housing's  contribution  to  it. 

Last  year  housing  starts  were  almost  the  same  as  in  1960 
—about  1.3  million.  But  the  value  of  those  starts  in  1960 
as  a  fraction  of  GNP  was  much  larger  than  it  was  last  year 
because  of  the  GNP's  growth.  Assuming  housing  starts 
climb  from  this  year's  estimated  1.5  million  to  2  million 
next  year— an  optimistic  assumption  that  assumes  a  2.5-mil- 
lion  annual  rate  by  the  end  of  1969— the  construction  value 
of  the  500,000  extra  starts  would  be  about  $10  billion.  That 
would  hardly  serve  to  offset  the  deflationary  budget  surplus 
which  the  Federal  Reserve  Bank  of  St.  Louis  has  projected 
at  a  $12.6-billion  annual  rate  by  early  next  year. 

At  best,  housing  in  the  months  ahead  will  have  an  en- 
livening effect  on  the  economy  only  after  interest  rates  have 
declined,  and  savings  have  flowed  back  to  S&Ls  and  savings 
banks  and  then  out  again  as  mortgages.  This  will  take  some 
time.  And  if  there  is  no  sluggishness?  Well,  that's  not  the 
economy's  problem,  just  housing's  again.  And  what  if 
housing  did  manage  somehow  to  respond  to  the  economy's 
sluggishness  with  a  tremendous  burst  of  activity?  Said  one 
pragmatic  economist,  "Housing  would  kill  itself  off  if  it 
created  another  boom."  That's  housing's  problem  too.  ■ 
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Telegrowth™ 

BABSON'S 

NEW  TELEGRAPHIC 

AGGRESSIVE  GROWTH 

PORTFOLIO  SERVICE 


TELEGROWTH  is  the  result  of  requests 
from  regular  Babson  clients  and  other  in- 
vestors who  have  expressed  a  desire  to 
speculate  "on  the  side"  with  a  portion  of 
their  funds  without  materially  disturbing 
their  basic,  long-range  investment  plans. 
As  its  name  implies,  TELEGROWTH  is  de- 
signed to  be  a  very  closely  supervised 
high-performance,  high-risk,  growth  port- 
folio service  with  buy  and  sell  advice 
flashed  to  clients  by  telegram. 

Briefly,  here  is  how  TELEGROWTH  works: 

1  Babson's  specially  appointed  Aggres- 
sive Investment  Committee  has  set  up  a 
master  model  TELEGROWTH  portfolio 
service  with  only  one  investment  objec- 
tive in  mind  —  substantial  capital  growth 
in  the  shortest  possible  time.  Securities 
selected  for  your  TELEGROWTH  portfolio, 
although  likely  to  be  speculative  in  nature, 
will  be  carefully  researched  and  actively 
supervised  in  an  all-out  effort  to  obtain 
maximum  performance. 

2  If  you  decide  to  subscribe  to  TELE- 
GROWTH, we  will  mail  you  YOUR 
MASTER  MODEL  TELEGROWTH  PORT- 
FOLIO as  it  stands  on  that  day,  along 
with  complete  instructions.  You  will  then 
build  your  own  TELEGROWTH  portfolio 
by  buying,  through  your  broker,  each  of 
the  recommended  TELEGROWTH  stocks 
in  proportion  to  the  total  capital  you  are 
willing  to  commit  to  such  a  venture. 

3  In  striving  for  maximum  performance, 
Babson's  Aggressive  Investment  Commit- 
tee will  keep  your  master  model  TELE- 
GROWTH portfolio  under  continuous, 
close  supervision.  They  will  notify  all 
TELEGROWTH  clients  of  recommended 
new  purchases  and  sales  by  telegram. 

The  annual  fee  for  TELEGROWTH  is  $240. 

It  should  be  clearly  understood  that  we 
recommend  TELEGROWTH  only  to  inves- 
tors whose  personal  circumstances  and 
investment  outlook  permit  them  to  allo- 
cate a  portion  of  their  funds  to  a  frankly 
speculative,  but  diligently  supervised  ven- 
ture. If  you  are  among  this  group,  how- 
ever, we  feel  confident  that  you  would  do 
well  to  add  TELEGROWTH  as  a  specula- 
tive supplement  to  your  present  long- 
range  investment  program.  For  complete 
information  on  TELEGROWTH,  simply  mail 
this  coupon. 


Please  send  me  complete- details  on  TELE- 
GROWTH. Babson's  new  Telegraphic  Growth 
Portfolio  Service. 


Name- 


Street  &  No.. 


City- 


-State- 


-Zip- 


1904 
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MARKET  COMMENT 

By  L.  O.  Hooper 


Airlines:  A  Speculation  In  Inevitability 


BABSOIVS  REPORTS  ino. 

WELLESLEY  HILLS.  MASS    ( 
DEPT     F-263 


Older  readers  will  remember  the 
frequent  favorable  references  this  col- 
umn made  to  the  savings  &  loan  shares 
in  late  1966  and  early  1967  when  the 
stocks  were  an  exceedingly  unpopular 
group.  The  savings  &  loans  recently 
have  been  much  in  vogue  and  the 
stocks  are  two  or  three  times  prices 
at  which  they  could  have  been  bought 
when  this  essential  industry  was  in  bad 
shape  and  had  plenty  of  troubles.  A 
much  similar,  although  not  as  extreme, 
situation  now  prevails  in  the  shares  of 
the  leading  airlines.  The  months  ahead, 
I  think,  will  be  a  good  time  to  buy  air- 
transport shares;  and  it  might  not  be 
out  of  place  to  begin  to  pick  up  a  few 
even  now.  Those  looking  for  overnight 
results,  of  course,  won't  buy  them. 

Air  transportation  is  one  of  this  gen- 
eration's great  growth  industries  and 
just  now  it  is  suffering  from  some  acute 
growing  pains.  The  troubles  center 
around  rising  costs,  costs  which  have 
been  rising  faster  than  revenues.  Earn- 
ings this  year  will  be  lower  than  in 
1967,  instead  of  higher.  There  are  too 
many  routes  on  which  incentive  fares 
prevail,  thus  reducing  income.  Costs 
are  rising  on  practically  everything  the 
airlines  buy,  especially  labor.  There 
has  been  extreme  traffic  congestion  at 
the  airports.  These  things  have  come 
to  a  crisis  right  at  the  peak  of  what 
should  be  the  most  profitable  season. 

Delays  cause  not  only  higher  fuel 
costs  but  added  payments  to  flight 
crews  and  airport  personnel  as  well  as 
higher  maintenance  expenses.  To  some 
extent,  too,  they  have  discouraged  va- 
cation travel  and  hurt  the  industry's 
relations  with  the  public. 

A  Question  of  Time 

It  is  imperative  that  these  problems 
be  solved,  and  inevitably  they  will 
be  solved.  Those  who  buy  airlines 
shares  at  this  time  of  the  industry's 
distress,  therefore,  would  seem  to  be 
speculating  in  an  inevitability.  It  is 
like  buying  straw  hats  in  January. 

Some  of  the  things  that  can  be  done 
are  obvious:  (1)  more  general  avia- 
tion flights  must  lie  diverted  to  air- 
ports that  the  scheduled  airlines  do  not 
use;  (2)  there  must  be  more  or  larger 
jetports,  especially  in  New  York,  Chi- 
cago,   Washington    and    Los    Angeles 
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areas;  (3)  there  must  be  more  re- 
scheduling to  low- traffic  time  periods; 
and  (4)  flight  control  personnel  must 
be  greatly  expanded.  There  also  must 
be  more  order  brought  out  of  the  in- 
centive-fare chaos,  and  this  must  be 
done  by  the  regulatory  authorities. 
No  doubt  there  are  other  measures 
which  can  be  taken. 

It  is  hardly  necessary  to  cite  the 
phenomenal  growth  of  the  air  trans- 
port industry.  Everyone  is  familiar 
with  it.  It  should  be  said,  however, 
that  the  annual  compounded  rate  of 
growth  is  estimated  at  14.5%  for  1962- 
1968  against  5.7%  in  the  1956-1962 
period.  If  you  want  to  travel  today,  it 
is  not  only  difficult  but  expensive  to 
use  the  railroads;  and  in  this  affluent 
in-a-hurry  society  buses  are  increas- 
ingly unpopular.  People  are  traveling 
more  than  ever  before,  and  farther 
than  ever  before.  There  is  a  tremen- 
dous potential  in  air  freight  that  is 
sure  to  be  developed.  New,  faster 
planes  with  greater  capacity  will  fur- 
ther increase  air  travel.  This  industry 
will  continue  to  grow  and,  in  spite  of 
the  various  difficulties  air  travel  may 
increase  14%  even  in  1968. 

But  look  what  has  happened  to  the 
airline  shares.  As  this  is  written,  Amer- 
ican Airlines  is  selling  at  25  against  a 
high  of  49  in  1967,  Continental  Air 
Lines  at  17  against  a  1967  high  of 
37%,  Eastern  at  27*2  against  60M,  North- 
west at  71  against  135)8  in  1967,  KLM 
at  52  against  a  high  of  155£  in  1966 
and  1175a  last  year  while  perhaps  earn- 
ing $7  a  share  this  vear,  Pan  American 
at  23  against  39%  in  1966,  TWA  at  37 
against  101  in  1966,  United  at  36JS 
against  87%  last  year,  and  World  Air- 
ways at  20  against  41J4.  Most  of  these 
stocks  are  almost  "on  bottom,"  al- 
though such  issues  as  Braniff,  Delta, 
National,  KLM  and  Western  have 
moved  up  more  than  others. 

This  is  a  highly  leveraged  industry, 
since  all  the  airlines  have  large  fund- 
ed debts.  Profits  respond  quickly,  too, 
in  high  seat  occupancy.  Because  of 
high  depreciation  of  planes,  the  indus- 
try has  an  exceptionally  high  cash  flow. 
In  the  past,  it  has  been  an  industry 
highly  favored  by  institutions  seeking 
"performance."  It  is  one  of  the  biggest 
of  all  the  "growth"  industries.  It  may 
take  a  little  time,  but  present  troubles 
inevitably  will  be  eased.  Here  is  a 
chance  to  "buy  unpopularity,"  to  buy 
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stocks  when  few  people  are  enthused 
about  them. 

The  months  immediately  ahead 
should  be  a  good  time  to  accumulate 
air  transport  shares.  Earnings  com- 
parisons for  the  third  quarter  will  not 
look  good,  and  that  may  further  in- 
crease the  group's  stock-market  un- 
popularity. 1  suggest  beginning  to  buy 
them  on  weakness,  and  continuing  to 
accumulate  them  even  if  they  go  down 
further.  I  think  one  of  the  more  de- 
pressed ones  right  now  is  Continental. 
This  company  lias  excellent  routes.  It 
has  had  more  than  its  share  of  troubles 
with  incentive  fares.  Earnings  already 
are  way  down,  partly  due  to  loss  of 
some  former  highly  profitable  military 
business.  Delta  and  Northwest  are  ex- 
cellent operations.  KLM  may  be  a 
trifle  cheaper  than  the  others  on  the 
basis  of  this  year's  earnings.  I  would 
prefer  United  and  TWA  among  the 
big  trunk  lines. 

Brief  Comments 

It  is  notable  that  the  large  institu- 
tional interest  in  some  stocks  is  a  factor 
ot  market  instability.  This  seems  to  be 
especially  true  of  Conl ml  Data,  which 
has  long  been  a  volatile  issue.  When 
some  big  holder  suddenly  decides  to 
move  out  of  this  issue  and  docs  not 
arrange  a  negotiated  sale,  the  effect 
of  the  selling  can  be  considerable,  as 
it  was  in  late  August  Many  of  these 
very  wide  sudden  movements  in  spe- 
cial stocks  are  explained,  apparently, 
l>\  what  a  Fond  suddenly  decides  to  do. 
There's  no  way  ol  anticipating  these 
things.  I  suspect  that  some  of  the  big 
deals  are  set  oil  by  over-emphasis  on 
interim  earnings  statements  which  do 
not  turn  out  as  expected. 

Southern  Pacific  (35),  earning  per- 
haps $3.65  a  share  this  \eai  against 
$3.33  last  year  and  pa\  ing  SI. 60,  looks 
like  a  good  value.  It  is  quite  diversified 
and  has  paid  a  higher  dividend  each 
year  since  1958.  .  .  .  Another  good 
value,  it  seems  to  me,  is  Ford  Motor 
(51).  The  company  has  some  new 
blood  in  the  management  and  it  seems 
to  be  very  much  on  the  ball.  .  .  .  West- 
ern Union  (37)  is  quite  speculative, 
but  it  is  down  from  51  and  could  have 
quite  a  potential  in  the  newer  lines  of 
the  communications  industry.  I'm  in- 
clined to  abandon  my  long-time  preju- 
dice against  this  stock. 

I  would  not  try  at  this  point  to 
guess  the  Presidential  election.  The 
electorate  is  in  a  great  state  of  flux. 
More  voters  than  ever  before  are  up 
in  the  air,  and  it  is  most  uncertain 
where  they  will  be  lighting  in  Novem- 
ber. This  great  uncertainty  may  be  a 
restraining  (not  necessarily  bearish) 
factor  until  it  is  resolved.  My  guess  is 
that,  whoever  wins,  the  market  will 
be  better  after  the  election.  ■ 
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Should  you  move  from 
stocks  to  strong  mutual  funds? 

WHICH  3  of  these  popular 

NO-LOAD 
FUNDS 


(no    broker    tee) 


are  moving  far  in  front  of  other  mutual  funds? 


—  AMERICAN  INVESTORS 

—  JOHNSTON  FUND 

-NEW  HORIZONS 

—  DREXEL  EQUITY 

— LOOMIS  SAYLES  CAP. 

-ONE  WILLIAM  ST. 

—  ENERGY  FUND 

—MATES  FUND 

—  PENNSYLVANIA 

-GIBRALTAR  FUND 

—MATHERS  FUND 

-SCUDDER  SPECIAL 

—  IVY  FUND 

— NEUWIRTH  FUND 

—STEIN  ROE  STOCK 

AGGRESSIVE 

GROWTH 

FUNDS 

REPORT 


SPECIAL  SURVEY  OF  SELECTED  NO-LOAD  FUNDS 

No-load  funds  charge  you  no  commission  on  your  purchases  or  sales.  AGFR 
Survey  covers  ten  selected  no-load  funds  of  which  three  are  far  outpacing 
the  entire  mutual  fund  market. 


CURRENT    AGFR    REPORT 

Each  of  30  high-performance  funds  are  continuously  rated  each  month.  You 
receive  concise,  unbiased  information  on  important  actions  within  these  dynamic 
new-breed  mutual  funds.  Each  month  you'll  stay  abreast  of  the  mutual  fund 
market  with  this  profitable  guide  to  investment. 

NOW.  . .  BOTH  FOR  JUST  $1.00 


AGFR  is  a 

completely 

unbiased 

monthly 

newsletter 

keeping  you 

abreast  of 

important 

changes  in  30 

fast  growing 

funds. 


Chas.  H.Thomas  Co.  Dept.  F-6 

P.O.  Box  667 

Los  Altos,  Calif.  94022 

Gentlemen:  I  enclose  $1.  Please  send  me  Current  AGFR 

Report  plus  survey  of  10  NO-LOAD  FUNDS  that  are 

equalling  the  30-Fund  AGFR  average. 


Name. 


Address. 
City 


State_ 


Zip 
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STOCK  ANALYSIS 

By  Heinz  H.  Biel 


Too  Much  Company 


The  current  bestseller  is  The  Money 
Game.  Writing  under  the  pseudonym 
of  Adam  Smith,  the  book's  anonymous 
author,  a  well-known  Wall  Street  au- 
thority, comments  with  charm  and  wit 
on  the  many  foibles  of  the  financial 
community  in  general  and  of  the  pro- 
fessional and  individual  "investors"  in 
particular.  At  the  same  time  the  book 
is,  often  just  by  implication,  harshly 
critical  of  some  of  the  practices  that 
in  recent  years  have  become  stock- 
market  factors  of  major  impact. 

Whether  we  like  it  or  not,  whether  we 
approve  or  disapprove,  Wall  Street's 
growing  emphasis  on  performance  is  a 
phenomenon  which  is  here  to  stay. 
"Go  where  the  action  is"  has  become 
the  slogan  for  the  aggressive  investor, 
and  for  the  past  several  years  I  have 
been  telling  our  friends,  both  here  and 
abroad,  that  if  capital  gain  is  the  ob- 
jective there  is  really  no  alternative 
but  to  howl  with  the  wolves.  After  all, 
what's  the  use  of  buying  a  stock  which 
the  pros  don't  like  and  don't  buy?  Of 
course  if  you  invite  yourself  into  the 
wolves'  lair,  you  are  not  exactly  going 
to  bed  with  sheep.  It  is  a  pleasantly 
profitable  experience  to  own  a  stock 
that  is  favored  and  being  aggressively 
bought  by  the  institutional  pros.  But 
God  help  you  when  they  start  selling 
before  you  do. 

For  some  time  I  had  feared  that 
some  of  the  performance  fund  manag- 
ers would  repeat  their  actions  of  two 
years  ago,  i.e.,  dump  large  blocks  of 
their  once-favored  stocks  onto  an  un- 
receptive  market,  with  predictably  dis- 
astrous results.  Well,  it  happened  again 
last  month  when  several  funds  decided 
almost  simultaneously— no  collusion, 
just  contagion— to  get  out  of  Control 
Data.  In  one  single  week  this  stock, 
speculative  but  not  vu  (prestigious,  lost 
20%  of  its  value.  There  is  no  valid  cause 
I  or  complaint  or  for  calling  the  funds' 
ms  irresponsible.  After  all,  you  en- 
their  company  when  they  were 
buying  the  stock.  Besides,  the  fund 
which  sold  CD  A  at  140  can  now 
proudly  point  to  the  Fact  that  four  days 
later  the  stock  sold  at  125,  thus  avert- 
ing a  loss  <>l  another 

Going  to  bed  with  the  wolves  can 
be  as  exciting  and  profitable  as  it  is 
dangerous.  Any  company  where  a 
mere  handful  of  mutual  fun 
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very  large  percentage  of  the  total  cap- 
italization is  a  potential  victim  of 
dumping.  According  to  a  compilation 
prepared  by  the  authoritative  Capital 
Gains  Research  Bureau,  the  major  mu- 
tual funds  owned  more  than  20%  of  the 
stock  of  over  50  companies.  On  Mar. 
31,  1968,  the  latest  date  for  which 
complete  statistics  are  available,  the 
funds  held  more  than  one-quarter  of 
the  capitalization  of  the  companies 
listed  in  the  table  below.  The  conclu- 
sions seem  to  be  self-evident.  When  de- 
tailed reports  on  the  funds'  purchases 
and  sales  during  recent  months  are 
published,  we  will  undoubtedly  find 
that  they  were  heavy  sellers  of  stocks 
like  Collins  Radio,  L-T-V,  Raytheon 
and  Studebaker-Worthington,  probab- 
ly exaggerating  whatever  correction 
may  have  been  called  for.  Yet,  isn't  it 
nice  to  own  Pabst  or  Jim  Walter  and 
others  currently  favored  by  the  wolves? 

Alternatives 

"If  you  can't  stand  the  heat,  keep 
out  of  the  kitchen"  was  one  of  Presi- 
dent Truman's  telling  and  often  ap- 
propriate remarks.  But  one  does  not 
have  to  be  a  swinger  to  get  satisfactory 
results  in  the  stock  market.  As  there 
is  at  present  a  pronounced  tendency 
toward  stocks  selling  at  a  "reasonable" 
multiple  of  earnings,  I  think  it  would 
be  worthwhile  to  mention  a  few  which 
would  seem  to  be  quite  immune  to  the 
fund  managers'  whims. 


%  Of  Stock 

Funds 

Held  By 

Company 

Holding 

Funds 

Allied  Products 

12 

32.1% 

Bangor  Punta 

10 

29.0 

City  Investing 

If 

25.4 

Collins  Radio 

17 

27.9 

Columbia  Pictures 

10 

28.9 

Control  Data 

41 

28.5 

Famous  Artists  Schools 

10 

26.5 

Gimbel  Bros. 

17 

28.1 

Great  Western  Financial 

18 

30.5 

Grumman  Aircraft 

26 

27.1 

Interstate  Dept.  Stores 

15 

25.7 

Jim  Walter 

18 

31.1 

Katy  Industries 

5 

26.9 

Ling-Temco-Vought 

24 

28.4 

National  Airlines 

17 

25.2 

Northwest  Airlines 

27 

27.0 

Northwest  Industries 

13 

30.8 

Pabst  Brewing 

14 

31.4 

Philip  Morris 

27 

28.3 

Rayelte  Faberge 

16 

25.1 

Raytheon 

26 

33.3 

Scientific  Data  Systems 

23 

25.1 

Studebaker-Worthington 

22 

30.1 

Zapata  Off-Shore 

13 

29.7 

Bliss  6-  Laughlin  (28)  had  been  a 
rather  uninspiring  producer  of  cold- 
finished  steel  bar  products  until  it  be- 
gan an  imaginative  and  highly  profit- 
able diversification  program  some  six 
years  ago.  Ever  since  then  pre-share 
earnings  have  been  rising,  and  a  new 
peak  of  about  $2.15  is  indicated  for 
1968.  BLI  would  also  be  a  beneficiary 
of  a  recovery  in  the  construction  in- 
dustry that  is  so  widely  expected  and 
most  generously  discounted  in  the  bet- 
ter known  building  material  stocks.  Al- 
though not  a  single  major  fund  owns 
a  share  of  Bliss  &  Laughlin,  a  $100- 
million  company,  the  stock's  market 
performance  has  left  nothing  to  be 
desired. 

Last  December  I  commented  briefly 
on  Wometco  Enterprises  (27),  a  di- 
versified company  in  the  so-called  lei- 
sure field— TV,  radio,  soft  drinks,  mov- 
ies, vending  and  catering,  the  Miami 
Seaquarium,  etc.  This  is  a  well-run 
growth  company  with  an  excellent  rec- 
ord of  gradually  increasing  profits.  Last 
month  Wometco  announced  its  inten- 
tion of  acquiring  the  Coca-Cola  Bot- 
tling Co.  of  Puerto  Rico,  following  an 
acquisition  earlier  this  year  of  Com- 
monwealth Theatres  of  Puerto  Rico. 
Although  higher  taxes  and  a  larger 
capitalization  will  limit  this  year's  earn- 
ings gain  to  an  increase  of  less  than 
10  cents  a  share  (from  $1.27  to  $1.35), 
I  believe  that  this  stock  deserves  to 
sell  at  20  times  current  earnings.  A  bet- 
ter than  10%  profit  rise  seems  probable 
next  year.  Only  one  mutual  fund  has  a 
significant  position  in  Wometco. 

After  having  been  dormant  for  a 
decade  or  so,  International  Paper  (33), 
on  which  I  have  not  commented  in 
Forbes  for  over  ten  years,  seems  to 
be  an  awakening  giant  with  any  num- 
ber of  managerial  changes,  acquisi- 
tions and  diversification  programs  in 
the  works.  This  stock  has  sold  above 
its  current  price  in  every  single  year 
since  1955,  except  1967,  so  that  the 
investment  risk  would  appear  to  be 
minimal.  The  present  price/earnings 
ratio  is  a  modest  multiple  of  15.  The 
funds,  which  held  about  92  of  the  stock 
on  Mar.  31,  1968,  have  been  sellers  on 
balance  through  June. 

Emhart  Corp.  (47)  is  another  stock 
that  has  done  very  well  without  much 
institutional  support.  This  is  a  well-di- 
versified company,  and  prospects  for 
several  of  its  important  divisions  are  dis- 
tinctly promising,  specifically  builders 
hardware  and  glass-making  machinery. 
Earnings  should  recover  significantly 
from  last  year's  strike-depressed  levels 
and  might  approach,  if  not  exceed, 
the  previous  record  of  $3.15  a  share 
reported  for  1966.  Financial  condition 
is  solid  and,  despite  large  capital  ex- 
penditures, there  should  be  no  need 
for  equity  financing.  ■ 
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Two  new  United  Reports  analyze  the  profit  prospects  and 
relative  risks  of  this  comparatively  new  industry 

COMPUTERS 

AND 

COMPUTER  SOFTWARE 

•  The  Major  Manufacturers  •  Scientific  Computers 

•  Service  Bureaus  •  Peripheral  Equipment 

•  Software  and  Supplies  •  Computer  Networks 

Facts,  figures,  analysis,  and  United's  Buy-Hold-Sell  advice  on  each  stock 

Burroughs  Corp.  Digital  Equipment  Nat'l  Cash  Register 

California  Computer  Honeywell,  Inc.  Scientific  Data 

Computer  Sciences  Int'l  Business  Mach.  Sperry  Rand 

Control  Data  Memorex  Corp.  University  Computing 

Mohawk  Data  Sciences 

COMPUTER  LEASING 

There  are  two  sides  to  the  Computer  Leasing  story:  On  the  positive  side,  they  have 
more  than  $600  million  worth  of  equipment  in  place,  year-to-year  earnings  gains  of 
50%  to  100%  have  not  been  unusual,  yet  the  stocks  as  a  group  sell  lower  on  earnings 
than  computer  manufacturers.  On  the  negative  side,  competition  is  intensifying,  some 
people  doubt  their  depreciation  schedules,  and  obsolescence  is  unmeasurable  at  present. 

Facts,  figures,  analysis,  and  United's  Buy-Hold-Sell  advice  on  each  stock 

Computer  Leasing  Granite  Equip.  Leas.  Levin  Townsend 

Data  Processing  Leasco  Data  Processing  Management  Assistance 

Greyhound  Computer  Randolph  Computer 

PLUS  A  FULL  6-WEEK  GUEST  SUBSCRIPTION  TO  UNITED  REPORTS 

•  Stock  Market  Analysis  and        •  United's  Supervised  List  •  Stocks  to  Sell  or  Avoid 
Specific  Recommendations      •   Buying  Advices  of  Other  Services       •  New  Product  Studies 

•  General  Business  Forecast       •  Bonds  and  Preferred  Stocks  •  Views  of  Leading  Authorities 

.  .  .  and  much  more  P9PV 

6-week  subscription  to  United  Reports  alone  is  $9.  This  entire  package  only  |JEJ 

If  the  card  has   already  been   removed,   simply  drop   us   a   postcard  at  Dept.    FM48 
MAIL  POSTPAID  AIRMAIL  CARD  TODAY!  SEND  NO  MONEY  .  .  .   WE  WILL  BILL  YOU 

UNITED  Business  &  Investment  SERVICE 

210     NEWBURY     STREET,     BOSTON,     MASSACHUSETTS     02116 
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TECHNICIAN'S  PERSPECTIVE 

By  John  W.  Schulz 


The  Market's  Own  Story 


People  often  complain  that  the  stock 
market  doesn't  make  sense.  It  goes 
down  when  "logically"  it  should  go  up 
and  up  when  "logically"  it  should  go 
down.  The  reason  is  that  the  stock 
market  rarely,  if  ever,  operates  on  or- 
dinary, or  household,  logic.  But  in  fail- 
ing to  do  so,  it  tells  a  story  that  is  often 
fascinating  and  always  worth  hearing. 
The  crucial  point  to  bear  in  mind  is 
that  this  story  is  a  compound  of  fact 
and  fancy  in  ever-changing  propor- 
tions. Most  of  the  time  it's  safe  to  as- 
sume that  fancy  predominates  in  the 
sense  that  the  price  movement  reflects 
what  investors  and  speculators  think 
will  happen,  and  that  facts  govern  the 
price  movement  only  to  the  extent  that 
they  contradict  these  anticipations— 
which  they  sooner  or  later  do  in  some 
degree  because  few  anticipations  can 
be  accurate— or  when  they  come  as  a 
total  surprise.  How  the  market  re- 
sponds to  actualities  that  delight,  or 
disappoint,  or  shock— that  is  how  the 
market  tells  its  most  enlightening  story. 

A  Strong  Uptrend 

The  technical  analyst  has  in  his  ar- 
senal some  simple  standards  against 
which  to  measure  the  market's  re- 
sponses. For  example,  it  can  be  as- 
sumed—in essence  this  is  simply  a 
useful  truism— that  a  given  price  trend 
remains  intact  so  long  as  it  is  not  inter- 
rupted by  a  correction  which  retraces 
much  more  than  half  of  it.  Some  ana- 
lysts bracket  "normal"  retracement 
expectancies  at  three-eighths  to  five- 
eighths;  others,  who  prefer  a  little 
more  leeway,  use  a  one-third  to  two- 
thirds  range.  Obviously,  retracements 
that  are  completed  short  of  mid-point 
in  this  expectancy  range  tend  to  sug- 
gest that  the  larger  trend,  to  which  they 
run  counter,  has  remained  strong  (else 
the  retracement  would  be  greater),  es- 
pecially if  the  correction  fails  to  extend 
itself  despite  circumstances  that  "ordi- 
narily" would  suggest  otherwise. 

From  this  point  of  view,  the  broad 
uptrend  in  the  over-all  stock  price 
movement  has  been  satisfactorily 
strong— and  apparently  getting  strong- 
er—ever since  1962.  Thus,  when  the 
1966  bear  market  was  over,  the  Stand- 
ard &  Poor's  industrials  (an  adequate 
one-third  sample  of  all  New  York  Stock 
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Exchange-listed  common  stocks)  had 
retraced  barely  50%  of  the  1962-66 
bull  market,  even  though  at  the  time 
most  investors  were  convinced  that  a 
full-fledged  recession  and  a  deep  drop 
in  corporate  earnings  had  become  in- 
evitable. Similarly  last  March,  after  six 
months  of  consolidation  and  correction, 
prompted  by  widespread  fear  that 
sharp  deflation  might  be  needed  to 
avert  an  international  currency  crisis, 
the  S&P  industrials  turned  up  after 
having  retraced  less  than  40%  of  the 
preceding  1966-67  upswing.  And 
again,  at  last  month's  reaction  low,  the 
S&P  industrials  had  corrected  just  un- 
der 40%  of  the  prior  advance  from  the 
March  low  to  the  July  high. 

Much  like  the  other  two  cases  cited, 
the  July-August  reaction  was  in  the 
main  a  response  to  recession  fears 
whose  validity  could  not  be  unequiv- 
ocally disputed  for  months  to  come. 
Then,  scarcely  three  weeks  after  stock 
prices  had  begun  a  seemingly  half- 
hearted recovery  from  their  early- 
August  lows,  along  came  the  invasion 
of  Czechoslovakia— a  shocker  that  could 
"reasonably"  have  been  expected  to 
send  the  market  immediately  to  new 
reaction  lows  in  a  tide  of  precaution- 
ary or  even  panicky  selling.  But  the 
initial  shock  wave  passed  quickly, 
price  damage  was  literally  negligible, 
and  the  recovery  from  the  August  re- 
action lows  resumed  promptly.  The 
stock  market  was,  once  again,  telling 
its  own  story. 

Sold  Out 

In  its  simplest  terms,  this  story  pre- 
sumably had  to  mean  that  the  market 
was  in  excellent  technical  condition 
when  the  new  crisis  erupted.  If  large 
quantities  of  stock  had  been  weakly 
held  by  over-extended  or  timid  inves- 
tors, stock  prices  would  have  tumbled 
sharply,  as  they  usually  do  when  the 
market  is  faced  with  an  event  whose 
implications  seem  unfathomable. 

But,  clearly,  the  ranks  of  the  fearful 
must  have  been  severely  depleted  be- 
fore the  news  from  Prague  struck,  ap- 
parently during  the  June-July  phase 
of  consolidation  and  correction.  A  ten- 
tative indication  that  stocks  had  then 
moved  largely  into  the  hands  of  well- 
heeled  investors  more  concerned  with 
long-range  economic  prospects  than 
with  nearer-term  problems  of  one  kind 
or  another  was  provided  by  the  fact 


that  the  July-August  correction  fell 
short  of  retracing  as  much  as  50%  of 
the  S&P  industrials'  preceding  advance. 
The  feeble  first  selling  pressures  in 
response  to  the  Czech  crisis  emphati- 
cally corroborated  this  inference;  until 
then,  -  there  was  little  or  no  decisive 
technical  evidence  that  the  market  had 
been  thoroughly  sold  out. 

Now/ however,  we  have  some  addi- 
tional information  that  can  account  for 
the  market's  sturdy  performance.  The 
mutual  funds,  and  presumably  other 
institutional  investors  as  well,  were 
heavy  net  buyers  of  common  stock- 
some  $900-million  worth— in  the  sec- 
ond quarter,  as  they  were  virtually 
bound  to  be  after  having  sold  an  un- 
precedented $625  million  on  balance 
in  the  two  preceding  quarters  (Forbes, 
Apr.  15).  And,  according  to  prelim- 
inary indications,  the  institutions  con- 
tinued to  pour  money  into  the  stock 
market  during  July,  possibly  as  much 
as  $400  million. 

Encouragement  To  Buy 

Whether,  how  long,  and  to  what 
extent  the  funds  will  continue  to  be 
buying  stock  on  balance  cannot  be 
predicted  with  assurance.  But,  along 
with  other  institutions,  they  are  nor- 
mally net  buyers  of  stock  and  in  recent 
years  have  come  to  dominate  the  mar- 
ket. Moreover,  last  month's  demon- 
stration that,  generally  speaking,  stocks 
are  firmly  held  and  not  easily  dis- 
lodged even  under  acute  provocation 
can  hardly  be  lost  on  institutional 
portfolio  managers.  It's  precisely  this 
sort  of  realization  that  tends  to  dis- 
courage investors  of  all  kinds  from 
selling  and  instead  prompts  them  to 
buy,  sometimes  aggressively.  The 
funds  are  still  well  fortified  with  cash 
reserves  and  have  been  taking  in  new 
cash  from  the  public  at  an  average  of 
over  $200  million  a  month  so  far  this 
year.  They  could,  accordingly,  con- 
tinue buying  more  stock  than  they  sell 
for  many  months  and  at  a  rate  high 
enough  to  keep  the  over-all  price 
movement  rising  or  at  least  out  of  seri- 
ous trouble. 

In  sum,  the  story  that  the  market 
told  last  month  about  its  internal,  tech- 
nical health  seems  to  bear  out  the  sug- 
gestion, made  by  this  column  on 
August  15,  that  Dow  850-900  should 
prove  to  be  an  advantageous  buying 
range.  But,  perhaps  more  than  ever, 
buyers  should  practice  careful  dis- 
crimination. One  sensible  approach 
would  be  to  search  out  stocks  that  com- 
bine a  good  "track  record"  of  past 
growth  and  reasonable  prospects  of 
continued  earnings  gains  into  1969 
with  a  below-average  price/earnings 
multiple;  you  might  investigate  Bulova 
Watch  (about  33)  for  these  investment 
qualifications.  ■ 
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Two  Investors 

Two  investors  had  a  vehement  disagreement  over  the 
relative  merits  of  a  particular  stock.  One  investor  said 
he  was  right  in  wanting  to  purchase  100  shares.  The 
other   investor,    who    already    owned    100    shares,    in- 
sisted that  he   would  sell.   Both   investors   were  so 
strong  in  their  beliefs,  they  decided  to  leave  the  judg- 
ment as  to  who  was  right  to  a  mutual  friend  of  theirs. 
This  friend  was  familiar  with  the  investment  needs  of 
each.  Being  a  wise  man,  he  conducted  an  intensive  study 
of  the  stock  by  utilizing  the  information  provided  in  his 
investment  advisory  service.  Much  to  the  surprise  of  the 
two  investors,  the  friend  decided  both  were  right! 


You  ask   "HOW  IS  THIS  POSSIBLE?" 

Very  simple.  The  wise  friend  was  a  longtime  subscriber  to 
THE  VALUE  LINE  INVESTMENT  SURVEY  -and-by  using 
Value  Line's  objective  determinations  of  probability— he 
discovered  that  the  intentions  of  both  investors  were  con- 
sistent with  an  evaluation  of  the  facts  in  terms  of  their 
personal  investment  goals. 

As  a  subscriber  to  The  Value  Line  Investment  Survey, 
you  can  have  these  evaluations  weekly  on  more  than 
1400  stocks— including  virtually  every  stock  on  the  New 
York  Stock  Exchange  . .    plus  300  others. 

HOW  DOES  VALUE  LINE  DO  THIS? 

By  systematically  rating  every  week  what  the  probable 
price  changes  of  each  of  the  more  than  1400  stocks  will 
be— relative  to  all  the  others  in  three  specific  time-periods 
in  the  future  •  The  next  12  months  •  Three  to  five  years 
•  Beyond  five  years 

Utilizing  objective  statistical  measurements  of  price/ 
earnings  relationships  and  growth  rates.  Value  Line  de- 
termines the  100  stocks  likely  to  outperform  the  others 
in  the  coming  year  and  rates  this  group  as  I  (Highest). 
The  next  group  of  300  stocks  is  rated  II  (Above  average). 
The  next  group  of  600  stocks  is  rated  III  (Average).  The 
next  300  issues  are  rated  IV  (Below  average).  And  the 
final  group  of  100  stocks  is  rated  V  (Lowest). 
Value  Line  uses  a  unique  method  of  assigning  an  index 
number  to  each  of  the  following  four  weekly  ratings: 

(1)  Probable  Market  Performance  in  the  next  12  months 

(2)  Appreciation  Potential  3  to  5  years  from  now 

(3)  Quality  (Dependability  beyond  5  years^ 

(4)  Estimated  Yield  in  the  next  12  months 

By  weighting  the  index  numbers  of  these  ratings  to  accord 
with  your  own  investment  goals  you  can  gauge  how  suit- 
able any  one  of  the  more  than  1400  stocks  is  for  you 
personally  and  now. 

Therefore,  it  one  investor  s  major  goal  is  current  income 
and  another's  growth  beyond  five  years,  it  could  be  right 
for  one  stockholder  to  sell  XYZ  company  while,  at  the 
same  time  logical  for  another  investor  to  buy  it. 
In  addition  to  the  ratings,  you  receive  full-page  reports  on 
each  stock  four  times  a  year,  or  more  often  if  evidence 
requires.  At  the  same  time  you  receive  a  remarkably  clear 
presentation  of  the  most  significant  statistical  trends  over 
the  company's  past  15  years.  All  this  is  provided  so  that 


if  you  disagree  with  Value  Line's  ratings,  you  know  what 
you  are  disagreeing  with  and  why. 

The  coupon  below  will  permit  you  to  put  The  Value  Line 
Investment  Survey  to  the  test,  under  our  money-back 
guarantee.  If,  for  any  reason,  Value  Line  should  fail  to 
come  up  to  your  expectations,  return  the  material  within 
30  days  and  your  money  will  be  refunded  in  full  and  at 
once.  You  may  receive  Value  Line  for  the  term  you  check 
—one  year  for  $167,  three  months  for  $44,  or  four  weeks 
for  $5.  The  complete  weekly  editions  of  The  Value  Line 
Investment  Survey  will  be  yours.  Each  weekly  edition  con- 
sists of  full-page  reports  on  about  1 00  different  stocks  and 
analyses  of  their  industry  groups  .  .  .  plus  the  24-page 
Weekly  Summary  of  Advices  &  Index  and  the  8-pdge 
Selection  &  Opinion  editorial  section  .  .  .  plus  the  monthly 
Special  Report  on  insider  transactions  and  the  quarterly 
Special  Report  on  mutual  fund  transactions  issued  during 
the  term  of  your  subscription. 

BONUS  'With  the  annual  or  three-month  subscription, 
Value  Line  will  ship  to  you  immediately  the  2-volume 
Investors  Reference  Library,  which  will  give  you  the  latest 
full-page  reports  on  all  1400  stocks  published  prior  to 
your  subscription.  During  the  subscription  period  the 
reports  on  all  1400  stocks  will  be  revised  and  updated 
systematically  every  13  weeks. 

In  fairness  to  regular  subscribers,  who  pay  tl67  a  year  lor  The  Value  Line 
Investment  Survey,  we  cannot  make  the  $5  introductory  subscription  avail- 
able to  those  who  have  had  such  a  4-week  subscription  within  the  past 
six  months. 


□  ONE  TEAR- $167 
(52  EDITIONS) 


□  3  MONTH  TRIAL-J44 
(13 


(13  EOITIONS) 


Send  me  the  complete  service  for  the  term  checked  plus 
-as  a  bonus-the  2-volume  Investors  Reference  Library 

consisting  of  Value  Line  sections  published  during  the 

13  weeks  preceding  start  of  this  subscription 

D  Payment  enclosed  D  Bill  me 


□ 


FOUR  WEEK  TRIAL-$5 
(4  EDITIONS) 


Send  me  a  4-week  Introduc- 
tory subscription  to  the  full 
service  (or  $5.  I  enclose 
payment 


if  dissatisfied  for  any  reason.  I  have  up  to  30  days  to  return  the  material 
for  a  full   refund  under  your  money-back  guarantee. 


i     Name  (please  print). 
I     Address  


I 


Cty. 


Z'P 


(Subscription  fees  art  deducftb'e  for  income  tax  purposes    N  V.C.  residents, 
cease  add  5%  safes  tax.  other  N  Y  State  residents,  add  applicable  safes  tax  ) 
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THE  MARKET  OUTLOOK 

By  Sidney  B.  Lurie 


Issues  With  Bright  Prospects 


It  is  always  easy  to  spotlight  causes 
for  concern  when  the  market  is  either 
pausing  for  refreshment  or  in  the  proc- 
ess of  developing  a  new  trend.  But  ma- 
jor security  buyers  who  dominate  the 
marketplace  have  to  measure  down- 
side price  risks  against  their  ability  to 
reinstate  positions— which  sometimes 
can  be  a  difficult  achievement.  Further- 
more, the  historic  fact  remains  that  the 
proper  choice  of  issue  can  more  than 
compensate  any  temporary  error  in  ov- 
er-all market  timing.  Short  of  a  major 
recession,  there  will  probably  always 
be  certain  industries  that  have  an 
above-average  claim  to  attention. 

The  residential  building  industry  is 
a  perfect  case  in  point.  It  is  one  of  the 
very  few  that  has  not  kept  pace  with 
the  economy  as  a  whole  in  the  past 
decade  and  is  currently  operating  at  a 
depressed,  rather  than  boom,  level. 
Now,  however,  the  industry  has  an  un- 
usually strong  supply-demand  situation 
and  will  benefit  from  a  sharp  increase 
in  the  annual  rate  of  household  forma- 
tions over  the  remainder  of  this  decade 
and  into  the  1970s. 

Performance  Group 

There  are  many  ways  in  which  one 
can  attempt  to  capitalize  on  what  I  be- 
lieve will  be  the  greatest  building  boom 
since  the  end  of  World  War  II.  Every 
house  will  require  hardware— which 
brings  to  mind  Emhart,  with  a  $3  earn- 
ings potential  this  year.  Every  house 
will  require  glass— which  brings  to 
mind  Libbey-0 wens-Ford  Glass,  with 
a  $3.50  earnings  potential  this  year. 
Every  house  will  require  lumber— 
which  brings  to  mind  Weycrhauser, 
with  about  a  $2.90  potential  this  year. 
Most  houses  will  require  plywood  and 
furniture— which  brings  to  mind  U.S. 
Plywood,  with  about  a  $3.50  earnings 
potential  this  year.  Every  house  will 
have  to  be  painted— which  brings  to 
mind  Sherwin-Williams  with  about  a 
$3.50  earnings  potential  this  year. 
Flintkote,  with  a  $1.90  potential,  is 
an  across-the-board  "play"  on  many 
building  materials. 

Most  of  these  stocks  are  not  what 
would  be  termed  statistically  cheap, 
and  the  upturn  I  foresee  is  not  going  to 
occur  in  a  straight  line.  But  with  the 
industry  possessing  a  brighter  potential 
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than  any  other  major  group,  I  believe 
the  multiples  will  remain  high.  In  my 
opinion,  the  building  stocks  have  been 
and  will  remain  one  of  this  year's  "per- 
formance groups." 

In  addition,  individually  exciting  sit- 
uations can  easily  develop  during  a 
plateau  of  over-all  prosperity.  For  ex- 
ample, the  rapid  growth  of  the  nonre- 
turnable  bottle  has  accelerated  the  up- 
ward trend  of  the  glass-bottle  business 
—which  brings  to  mind  Dorsey  Corp., 
selling  around  26.  Despite  the  surtax 
and  a  first-quarter  loss  due  to  an  indus- 
trywide strike,  I  believe  this  year's 
earnings  could  approximate  the  $1.93 
per  share  of  1967.  This  southern  bottle 
manufacturer— about  half  of  whose 
business  is  in  the  beverage  field,  about 
75%  with  Coca-Cola  distributors— has 
the  benefit  of  several  pluses.  One  is  this 
year's  acquisition  of  Warner  Lambert's 
bottle  manufacturing  division  (a  $16- 
million  business),  which  has  broadened 
the  sales  base.  Another  is  the  good 
possibility  that  a  glass  plant  will  be 
built  to  serve  the  important  northeast 
beverage  market.  Another  record  year 
should  be  in  view  for  1969. 

Gannett  Co.,  the  newspaper  pub- 
lisher mentioned  in  my  mid-August 
column,  in  effect  has  a  monopoly  posi- 
tion in  23  of  the  25  communities  it 
serves  and  is  another  illustration  of  the 
point.  To  most  security  buyers,  men- 
tion of  the  newspaper  business  brings 
to  mind  the  industry's  well-publicized 
difficulties,  ranging  from  television 
competition  to  the  disappearance  of 
well-known  mastheads.  But  the  practi- 
cal fact  remains:  Since  World  War 
II,  newspaper  advertising  income  has 
quadrupled.  Newspapers  are  still  the 
dominant  advertising  medium  and 
their  share  of  the  advertising  dollar  has 
been  increasing.  As  I  see  it,  the  indus- 
try's prosperity  should  catch  investor 
recognition  of  the  growth  potential. 
Incidentally,  with  the  company  having 
"gone  public"  last  year  at  29  via  the 
sale  of  a  little  over  10%  of  the  4.7  mil- 
lion shares  currently  outstanding,  Gan- 
nett now  has  a  medium  for  expansion. 

With  emphasis  on  domestic  oil  and 
gas  operations  supplying  the  major 
impetus,  Gulf  Oil's  earnings  are  in  a 
strong  upward  trend.  Besults  last  year 
were  equal  to  $5.48  a  share,  and  I  look 
for  a  healthy  gain  in  1968  to  $6  a 
share  (before  adjusting  for  the  recently 


announced  2-for-l  stock  split).  A  dec- 
ade ago  domestic  profits  were  only  40% 
of  the  total.  But  rapidly  rising  produc- 
tion in  the  U.S.,  sizable  gains  in  natural 
gas  output,  increases  in  refinery  yields, 
expansion  into  petrochemicals  and  im- 
proved petroleum  product  prices  have 
lifted  domestic  earnings  to  over  70%  of 
the  total.  I  expect  Gulf's  gains  in  earn- 
ings through  domestic  growth,  contin- 
ued improvement  in  foreign  operations 
and  transportation  savings  to  average 
1-0%  per  year  for  several  more  years. 

Speaking  of  bright  prospects  beyond 
this  year,  I  believe  Cabot  Corp.  (around 
43)  is  an  interesting  commitment.  This 
company  is  the  leading  producer  of 
carbon  black  (used  mainly  in  the  man- 
ufacture of  auto  tires)  and  has,  in  par- 
ticipation with  others,  enlarged  its  oil 
and  gas  exploration.  Several  discover- 
ies in  the  off-shore  Louisiana  area  give 
promise  of  doubling  the  company's 
production  by  the  end  of  1969,  with 
an  obviously  favorable  impact  on  earn- 
ings. I  estimate  that  Cabot  will  earn 
$2.70  a  share  for  the  year  ending  this 
month,  compared  with  $2.03  for  the 
prior  year,  and  I  believe  the  company 
is  capable  of  earning  about  $3.10- 
$3.15  a  share  in  fiscal  1969,  with  addi- 
tional gains  in  the  years  beyond.  The 
company  is  financially  strong. 

Major  Shift 

As  for  the  over-all  environment,  there 
is  no  question  that  the  nation  now 
faces  a  phase  of  inventory  liquidation 
in  the  steel  industry.  But  this  should  be 
completed  by  the  first  quarter  of  1969. 
It's  likewise  true  that  the  trend  of  na- 
tional defense  spending  is  now  down- 
ward and  industry's  capital  spending 
boom  has  passed  its  peak.  But  there 
will  be  continued  increases  in  state 
and  local  government  spending  as  well 
as  federal  government  nondefense 
spending.  Thus,  the  net  of  coming 
changes  may  be  more  within  the  com- 
plexion of  the  economy  as  a  whole  than 
in  its  over-all  direction,  which  I  con- 
tinue to  believe  will  resemble  a  plateau 
rather  than  a  valley.  Equally  important, 
the  transition  period  may  even  be  ac- 
companied by  a  slower  rate  of  price  in- 
creases and  improved  unit  labor  costs. 

As  for  the  market  as  a  whole,  in  the 
past  two  months  I've  made  it  a  special 
point  to  emphasize  a  few  themes  in 
my  columns,  such  as  the  probability 
that  a  major  turn  was  developing  in 
the  bond  market  and  that  this  new 
phase  of  lessened  over-all  expectation 
would  result  in  a  major  shift  in  issue 
emphasis  away  from  last  spring's  high- 
fliers into  more  so-called  traditional 
stocks.  In  my  opinion  the  changes  we 
have  noted  within  the  stock  market, 
the  shift  in  issue  emphasis  that  has 
been  so  obvious  for  the  past  60  days, 
is  likely  to  continue.  ■ 
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Reynolds  is... 
A  Blank  Check- 
on  Service! 


We  think  we  can  cash  it  — 
for  any  investor.  Especially 
if  \ou're  looking  for  cur- 
rently existing  opportunities 
in  stocks,  bonds  or  com- 
modities. 

Or  want  the  latest  quotes 
on  any  of  same. 

Or  like  fast,  efficient  exe- 
cutions of  any  orders  you 
place. 

Or  need  a  monthly  state- 
ment that  shows  just  what 
you  bought  and  sold,  just 
what  you  hold,  just  what  you 
own  — or  have  coming. 

Or  want  to  do  business 
with  a  broker  thoroughly  at 
home  with  mutual  funds, 
over-the-counter  stocks,  or 
municipal  bonds. 


Or  you  prefer  an  Account 
Executive  that  tailors  his  at- 
tention to  your  temperament 
and  requirements— to  your 
situation  and  objectives. 

Or  appreciate  a  blend  of 
both  when  it  comes  to  tech- 
nical and  fundamental  mar- 
ket analysis. 

Or  — well,  you  fill  in  the 
check.  As  we  said,  we  think 
we  can  cash  it.  We  know 
that  we'll  try. 


Reynolds  &  Co. 

3THEB  lial:::o  exci 
120  BROADWAY,  NEW  YORK,  N.  Y.  10005 
WO  4-6700  •  SO  OFFICES  COAST  TO  COAST 


=0»BES,  SEPTEMBER  15,  1968 


89 


STOCK  TRENDS 

By  Aaron  B.  Feigen 


The  Souffle  Syndrome 


It  has  been  an  uncomfortable  sum- 
mer for  most  investors.  In  addition  to 
heat  and  humidity,  we  have  had  to  en- 
dure a  recurrence  of  the  fallen  souffle 
syndrome  with  which  the  market  has 
been  afflicted  the  past  few  years: 
puffed  up  prices,  due  to  speculative 
heat,  being  collapsed  by  the  jolt  and 
chill  of  somber  economic  and  interna- 
tional realities.  Furthermore,  and  as  a 
result,  the  medium-term  market  out- 
look has  again  become  highly  suscep- 
tible to  purely  technical  considerations, 
particularly  the  psychologically  impor- 
tant numbers  game  of  "support"  and 
"resistance"  levels  as  promulgated  by 
the  huge  number  of  professional  and 
amateur  market  technicians,  or  "char- 
tists" as  they  are  sometimes  called. 

I  mean  no  disrespect  in  calling  this 
a  game.  Rightly  or  wrongly,  the  wide 
influence  wielded  today  by  such  tech- 
nical factors  makes  them  frequently 
self-fulfilling  in  short-term  market 
movements,  and  therefore  establishes 
their  importance  as  a  contemporary 
fact  of  life.  For  example,  at  this  writ- 
ing, the  market  looks  as  if  it  may  bum- 
ble along  in  a  nerve-wracking  trading 
range  for  several  weeks  within  fairly 
narrow  limits  of  roughly  860  to  910  in 
the  Dow-Jones  industrial  average.  The 
direction  of  the  next  major  interme- 
diate market  move  would  seem  in- 
creasingly likely  to  be  determined  by 
whether  it  is  the  "ceiling"  or  the  "floor" 
of  this  range  that  is  breached.  Thus 
tension  should  heighten  and  add  to  un- 
certainty, but  it  is  too  early  to  guess 
which  direction  is  the  more  probable. 

Apropos  of  the  uncertainties,  one 
thing  that  has  been  conspicuous  by  its 
absence  is  consideration  of  the  domes- 
tic political  scene.  Apparently  the 
market  has  long  held  the  foregone 
conclusion  that  Nixon  and  Humphrey 
would  be  nominated  and  that,  in  com- 
mon with  much  popular  sentiment, 
there  is  little  practical  difference  be- 
tween the  two  men;  that  there  is  little 
likelihood  of  surprise  in  how  either 
man  will  perform  in  office.  Now  that 
the  in  ns  are  a  fact,  I  believe 

the  election  itself  can  be  discounted 
as  an  investment  factor.  We  will  have 
to  look  elsewhere  for  major  trend- 
setting  "surprises." 

Recent  market  performance  seems 
highly  realistic  considering  the  almost 
bizarre  conglomeration  of  credits  and 


debits,  prosperity  and  fears  that  over- 
hang the  economy  and  the  world  situ- 
ation. Although  this  sort  of  cliff -hang- 
ing is  far  from  pleasant,  it  does  produce 
some  constructive  side  effects  in  that 
this  vacillation  forces  both  optimists 
and  pessimists  to  re-evaluate  their  be- 
liefs, and  pat,  unequivocal  opinions 
become  scarce.  In  turn,  there  is  a  good 
chance  that  broadening  skepticism  will 
build  up  market  immunity  against  the 
risk  of  another  traumatic  selling  wave. 
Thus,  while  increasingly  negative  busi- 
ness news  is  to  be  expected  in  the 
months  ahead,  I  suspect  that  the  ef- 
fects of  this  on  the  market  may  be  more 
orderly  and  less  emotional  than  was  the 
case  during  the  severe  air  pockets  of 
February  and  July.  If  so,  the  "worst" 
may  be  over,  for  profitable  investment 
operations  can  occur  in  down  markets 
nearly  as  well  as  in  up  markets.  It  is 
only  during  the  relatively  short  periods 
of  confidence-shaking,  convulsive  cy- 
cle-reversals that  nothing  seems  to  go 
right,  when  it  becomes  only  sensible 
to  stand  aside  until  the  dust  settles. 

It  may  be  that  such  a  settling  down 
has  not  yet  been  completed.  Strong 
emotional  currents  remain,  and  violent 
wave  action  in  either  direction  could 
still  develop.  Thus,  a  wait-and-watch 
strategy  at  this  time  is  far  from  foolish. 
Further  testing  of  both  sides  of  the 
860-910  trading  range  seems  likely 
over  the  weeks  ahead,  and  the  high 
"cost  of  being  wrong,"  if  the  downside 
level  is  the  one  to  be  broken,  suggests 
that  maintenance  of  a  substantial  cash 
reserve,  of  fence-sitting,  is  an  intelli- 
gent policy. 

The  Return  of  Glamour 

Before  too  long,  however,  new  trad- 
ing cycles  should  begin  forming  for 
deserving  growth  speculations.  The 
present  feeling  that  defensive  issues  or 
traditional  "solid  investment  values" 
are  the  only  safe  and  sure  vehicles  to 
be  considered  for  the  forseeable  future 
is  not  justified  by  either  common  sense 
or  the  record.  The  change  in  market 
styles  over  the  past  six  months  has  cut 
prices  of  many  outstanding  growth 
and/or  technology  issues  sharply,  some 
by  as  much  as  40%  to  50%.  Some  issues 
are  selling  near  historical  low-end 
multiples  of  earning  power. 

Mr.  Feigen  is  Director  of  Research  with  the  New 
York  Stock    Exchange  firm  of  Bregman  &  Co. 


For  instance,  take  the  cases  of  Gen*- 
eral  Instruments  and  Gulton  Indus- 
tries: Not  too  long  ago,  both  issues 
were  highly  regarded  as  technological 
growth  specialties  with  eager  buyers 
then  paying  nearly  double  present 
prices,  in  the  mid-40s  and  low  30s, 
respectively,  reflecting  price/earn- 
ings multiples  of  roughly  20  times 
current  year  estimates.  Nothing  has 
changed  in  terms  of  either  company's 
long-term  growth  prospects  for  above- 
average  growth  and  success  in  new, 
glamorous  areas:  General  Instruments, 
for  example,  in  its  MOS  and  MTOS 
electronic  specialties  and  in  CATV; 
Gulton  in  advanced  state-of-the-art  re- 
chargeable batteries  (with  their  poten- 
tial application  in  electronic  vehicles) 
and  entirely  new  products  such  as 
"Uniheat"  (a  unique,  self-regulating, 
plastic  electric  heat  material  that  can 
be  readily  molded,  fabricated  or  even 
woven  in  forms  applicable  to  very  wide 
numbers  of  conceptual  end  uses).  In 
point  of  fact,  these  companies  are 
larger,  stronger,  better  financed  and 
further  along  in  new  product  develop- 
ment today  than  they  were  when  they 
sold  at  twice  the  price!  I  believe  that 
during  the  next  few  months,  the  special 
attributes  of  companies  such  as  these, 
particularly  their  glamour  and  high 
market  volatility,  will  once  again  at- 
tract the  restless  eye  of  risk-taking, 
performance-oriented  investors. 

Realistically  speaking,  one  of  the  few 
things  I  can  be  certain  of  is  that  invest- 
ment of  any  sort  involves  risk-taking, 
and  there  is  no  sanctuary  in  a  tradi- 
tional securities  form  (ask  the  bond 
investors  of  the  past  few  years),  or  in 
more  modern  hybrid  types  ( talk  to  the 
convertible  bond  fan  of  1966),  or  in  a 
low  P/E  stock  (check  with  any  long- 
term  holder  of  the  steels).  Premium 
prices  always  have  and  undoubtedly 
will  continue  to  be  paid  for  premium 
goods,  whether  it  be  furniture,  cloth- 
ing, art  or  securities.  Oversimplified 
comparative  analysis  which  leads  to 
conclusions  that  an  issue  selling  at  ten 
times  earnings  is  cheap  or  safe,  but 
that  another  at  20  or  30  times  earnings 
is  expensive  or  risky  is  patently  riducu- 
lous.  Everybody  wishes  he  had  bought 
a  Polaroid  or  IBM  or  Xerox  years  ago, 
but  few  would  have  been  willing  to 
pay  the  P/E  ratio  "cost"  then  required. 

In  short,  the  collapse  and  disrepute 
of  the  high  P/E  glamour  and  "con- 
cept" stocks  this  year,  while  initially 
justified  by  excessive  prices,  has  more 
recently  become  a  fad  in  itself,  and 
quite  indiscriminate.  I  believe  this  will 
sort  itself  out  before  long  and  that  the 
market  for  growth/glamour  issues  will 
itself  become  highly  fragmented,  with 
individual  company  merit— the  more 
unique  the  better— becoming  a  princi- 
pal speculative  attraction.  ■ 
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How  much  can  making  the  wrong 
decision  about  a  stock  cost  you? 

100?  *1,000?  *10,000?  More? 


MOODY'S  "Handbook  of 
Common  Stocks"  costs  only  $12. 

Its  1056  pages  are  filled  with  facts, 
charts  and  opinions  to  help  you  make 
sound  decisions  about  hundreds  of 
stocks. 


Practically  every  stock  listed  on  the  New  York  Stock 
Exchange  is  covered.  As  well  as  practically  every 
stock  listed  on  the  American  Exchange.  Plus  125 
important  unlisted  stocks.  2214  stocks  in  all ! 

Latest  available  data  given  for  2214  stocks  include : 


Nature  of  Business 
Ticker  Symbol 
Revenues 
Working  Capital 
Senior  Capital 
Number  of  Shares 
Interim  Earnings 
Price-Earnings  Ratio 


Dividend  Payments 

Period 

Record  Date 

Payment  Date 

Last  Amount 
Average  Yield 
Price  Range  (Recent) 
Price  Range  (10  years) 


Years  Cash  Dividends  Consecutively  Paid 
Earnings  per  Share  for  Past  3  Years 
Dividends  per  Share  for  Past  3  Years 
Number  of  Institutions  Owning  Stock 
Number  of  Shares  Institutions  Own 

Even  more  information  is  given  for  1000  widely 
held  stocks.  A  full  page  is  devoted  to  each. 

The  Comment  at  the  top  of  the  page  immediately  gives 
Moody's  opinion  of  the  company's  potential  and  quality 
(High,  Investment,  or  Medium  Grade,  or  Speculative). 
•  Succinct  paragraphs  describe  the  company's  Backgron  nd, 
Recent  Developments,  and  Prospects. 
Figures  are  given  not  only  for  all  the  categories  noted 
above  but  for  Cash  Flotv,  Net  Income,  Operating  Profit- 
Margin,  and  Dividend  Payout  as  well.  In  each  category, 
where  appropriate,  the  data  is  given  for  each  year  for 
eleven  years. 
Also  included  are  Number  of  Stockholders,  etc. 

The  price  movements  of  each  of  these  1000  stocks 
are  charted  for  many  years— in  most  cases  for  the 
past  16  years. 

On  each  chart  there  are  two  additional  trend  lines :  One 
is  Moody's  Industrial  Average.  The  other. is  the  industry 
group  average. 

In  addition,  the  company's  earnings  and  dividends  per 
share  are  shown  along  with  the  year  on  each  chart  so  that 
you  readily  relate  earnings  and  dividend  changes  to  price 
trends. 


Moody's  Industrials,  Utilities  and  Railroads  are 
each  separately  plotted  against  earnings  and  divi- 
dends from  1929  on. 

And  an  introductory  section  defines  terms,  describes 
what  you  can  tell  from  the  tables,  besides  briefly 
summarizing  factors  pertaining  especially  to  (a) 
railroads  and  airlines  (b)  utilities  (c)  investment 
companies  (d)  insurance  companies. 

Haven't  you  often  wished  you  had  these  facts, 
charts,  and  unbiased  opinions  right  on  hand  ? 

Wouldn't  owning  Moody's  Handbook  of  Common 
Stocks  help  reduce  the  possibilities  of  your  making 
wrong  decisions  about  what  stocks  to  buy?  And 
which  to  sell  ?  Isn't  it  likely  that  Moody's  Handbook 
will  prove  to  be  worth  many  times  its  price  of  $12? 

The  sooner  you  send  for  the  Handbook,  the  sooner 
it  can  help  you  make  sound  decisions.  Mail  the  cou- 
pon today. 


liU  MOODY'S  INVESTORS  SERVICE,  INC. 

99  Church  Street,  New  York,  N.Y.  10007 

Please  send  me  Moody's  Handbook  of  Common  Stocks  con- 
taining vital  facts  on  2214  stocks. 

□  Bill  me  $12  plus  a  nominal  amount  for  postage  and  han- 
dling. If  not  completely  satisfied,  I  will  return  the  book  within 
10  days  without  cost  or  obligation. 

□  I  want  to  save  postage  and  handling  cost.  Check  for  $12  is 
enclosed.  If  I  am  not  completely  satisfied,  I  will  return  the  book 
within  10  days,  and  Moody's  will  promptly  refund  $12  to  me. 


Name  (printed) 


Address 


City 


State 


Zip  Code 


124-68 
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FundScope's  Exclusive  Issue  Reveals... 

HOW  TO  USE  A 
MARKET  DECLINE 
TO  MAKE  MONEY 

WITH 
MUTUAL  FUNDS 

FundScope,  the  national  monthly  mutual  fund  maga- 
zine devotes  the  entire  September  issue  to  Systematic 
Investing  (Dollar  Cost-Averaging)  and  comes  up  with 
some  amazing  facts  and  figures  on  performance.  For 
example:      (NTERESTED  ,N  GROWTH? 

During  all  sixteen  20-year  periods  in  the  past  quarter 
century,  a  $500  initial  investment  with  $100  monthly 
thereafter  for  20  years  ($24,400  total  payments) 
with  all  distributions  reinvested  would  have  shown 
an  average  cash-in  value  for  all  funds  of  $81,116.  Yet, 
individual  funds  varied  greatly ...  from  a  high  of 
$147,418  for  one  fund  in  the  best  period  to  only 
$30,372  for  another  in  the  worst  period.  You'll  see 
these  growth  results  for  all  funds  in  all  10,  15,  and 
20-year  periods  in  the  past  quarter  century. 

Only  FundScope  gives  you  complete  Systematic 
Investing  results  for  all  these  periods  for  125  mutual 
funds  over  10  years  old.  At  a  glance,  you  can  pick 
out  the  TOP  FUND  for  each  period,  as  well  as  the  TOP 
10%  and  better-than-average  performers.  You  owe  it 
to  yourself  to  see  how  your  fund  (or  any  fund  you 
are  considering)  compares  with  others. 

This  issue  is  a  veritable  book  which  thoroughly 
explains  dollar-cost  averaging.  Learn  exactly  how  it 
works  and  what  the  real  benefits  are  to  you.  Fund- 
Scope  points  out  the  potential  disadvantages,  as  well 
as  the  advantages.  You'll  see  why  systematic  invest- 
ing in  mutual  funds  has  numerous  benefits  over  the 
same  type  of  investing  in  common  stocks.  And  in  view 
of  today's  uncertain  market  conditions,  you'll  be 
interested  in  our  special  feature,  "HOW  TO  USE  A 
MARKET  DECLINE  TO  MAKE  MONEY  WITH  MUTUAL 
FUNDS." 

If  you  want  successful  performance  from  mutual 
funds,  let  FUNDSCOPE  provide  you  with  the  facts 
you  need  to  help  you  find  and  understand  the  trends 
and  opportunities.  NO  OTHER  PUBLICATION  IS  LIKE 
FUNDSCOPE.  IT  PROVIDES  INFORMATION  NOT  AVAIL- 
ABLE ANYWHERE  ELSE- AT  ANY  PRICE.  Before  you 
buy,  sell  or  switch  any  mutual  fund,  see  for  yourself 
why  each  month  over  20,000  investors,  brokers  and 
money  managers  from  every  state  and  48  foreign 
nations  read  FundScope,  the  new  mutual  fund  bible, 
to  help  point  the  way  toward  profitable  investing. 

SPECIAL  OFFER  (new  trial  subscribers  only):  Send  just 
$11  and  receive  a  3-month  subscription  to  FundScope, 
beginn.ng  with  the  dynamic  September  issue.  In 
addition,  y.  j* II  receive  the  October  "5-year  Perform- 
ance Results '  issue  and  the  November  issue  which 
features  the  latest  9  and  12  month  Performance 
Results.     _.  . 

PLUS  3  BIG  BONUSES 

1.  The  annual  "1968  MUTUAL  FUND  GUIDE"  with 
260  pages  of  vital  data  on  more  than  300  funds, 
including  their  addresses. 

2.  "ARE  NO-LOAD  FUNDS  A  BARGAIN?"  FundScope's 
best  selling  reprint,  updated  for  1968.  Lets  you  see 
for  yourself  how  No-load  funds  compare  in  perform- 
ance with  Load  funds. 

3.  COMBINING  MUTUAL  FUNDS  ft  LIFE  INSURANCE 
FOR  FINANCIAL  SECURITY.  A  special  reprint  that 
tells  what  is  behind  these  combination  packages. 

ACT  NOW:  Mail  your  $11  today,  or  if  you  prefer  the 
above  offer  with  a  full  14-month  subscription,  send 
$35.00  (10-day  returnable  guarantee).  Include  ZIP. 

FundScope  Dept.  F  86    Gateway  East 
Century  City,  Los  Angeles,  Calif.  90067 


THE  FUNDS 


Who  Gets  the  Brokerage? 

Back  in  1965  when  young  (38)  Joe 
Jack  Merriman  got  Waddell  &  Reed- 
management  company  of  the  now 
$2.6-billion  United  Funds— its  own 
seat  on  the  Pacific  Coast  Stock  Ex- 
change, the  move  was  hailed  as  a 
coup.  Joe  Jack  got  the  W&R  presi- 
dency as  a  reward,  and  the  stock  of 
publicly  held  W&R  rose  as  the  news 
spread.  The  hope  was  that  through 
W&R's  brokerage  subsidiary,  Kansas 
City  Securities  Corp.,  United  Fund 
shareholders  would  be  saved  a  large 
part  of  the  brokerage  fees  (over  $10 
million  in  the  first  half  of  1968)  being 
paid  on  United  portfolio  transactions. 

Merriman  could  indeed  be  proud: 
It  was  the  first  time  any  big  mutual 
fund  had  secured  a  seat  on  a  stock  ex- 
change. "Getting  that  seat  was  a  real 
struggle,"  Merriman  told  Forbes  at  the 
time.  "I  spent  a  solid  year  negotiating 
with  brokerage-firm  members  who 
were  afraid  that  once  they  unbarred 
the  door  and  let  in  a  mutual  fund,  ev- 
eryone would  be  in  on  the  act."  For 
a  while  it  looked  that  way.  Soon  after 
W&R's  success,  huge  Investors  Diver- 
sified Services  (current  assets:  $7.5 
billion)  used  Merriman's  strong-arm 
threat  to  the  Pacific  Coast  Stock  Ex- 
change—open the  door  or  "face  the 
charge  of  monopoly  and  restraint  of 
trade." 

Though  a  New  York  Stock  Exchange 
seat  would  have  been  most  desirable 
because  of  the  anonymity  and  ease 
with  which  big  blocks  of  stock  can  be 
traded,  both  W&R  and  IDS  were  re- 
fused on  the  grounds  that  they  violated 
a  rule  against  publicly  held  member 

Merriman  of  Waddell  &  Reed 
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firms.  Still,  a  seat  on  the  smaller  Pacific 
Exchange  had  some  advantages.  W&R 
and  IDS  could  now  retain  the  commis- 
sions on  their  own  portfolio  transac- 
tions executed  there,  and  W&R  and 
IDS  no  longer  were  limited  to  direct- 
ing "give-ups"  resulting  from  execu- 
tions by  other  brokers.  Now  those 
give-ups  could,  in  effect,  be  routed  to 
their  own  respective  houses. 

Another  advantage  was  that  inven- 
tion of  the  Pacific  Exchange  called  the 
•four-way  ticket.  It  allowed  W&R  or 
IDS  to  execute  their  portfolio  trades 
through  a  New  York  Stock  Exchange 
member-broker  who  provided  assist- 
ance in  locating  a  buyer  or  seller.  In 
return,  the  New  York  broker  promised 
to  bring  a  nonrelated  trade  to  the  Pa- 
cific Exchange,  and  W&R  or  IDS 
could  share  in  that  commission.  Though 
some  of  the  commission  was  siphoned 
off  along  the  way,  this  source  of  busi- 
ness quickly  became  the  greatest  source 
of  income  to  Kansas  City  Securities. 

Fifty-Fifty 

Despite  the  four-way-ticket  drain, 
however,  it  must  have  seemed  to  W&R 
the  best  of  both  possible  worlds.  Each 
year  one-half  of  the  net  income  of 
KCSC  was  used  to  reduce  W&R's  man- 
agement fee  to  United  Funds,  and  the 
other  half  to  increase  W&R's  own  in- 
come. In  1966  W&R's  management  fee 
to  United  Funds  was  reduced  by  $830,- 
000;  in  1967  by  almost  $1.4  million;  in 
the  first  half  of  1968  by  $1  million. 
Meanwhile  equal  amounts  were  added 
to  W&R's  own  earnings,  which  would 
have  declined  in  1967  were  it  not  for 
KCSC's  contribution. 

As  Merriman  explained  his  motives 
before  recent  Securities  &  Exchange 
Commission  hearings,  "We  wanted  to 
reduce  our  brokerage  cost  to  United 
Funds,  we  wanted  to  be  able  to  per- 
form a  better  service  for  our  customers, 
and  I  think  it  was  a  natural  expansion 
in  another  part  of  the  securities  busi- 
ness which  is  our  business.  And  inci 
dentally,  we  also  wanted  to  make  a 
profit." 

KCSC  has  certainly  performed  no- 
bly as  a  profitmaker.  In  1967  it  made 
$2.8  million  on  total  revenues  of  $6.3 
million,  and  enjoyed  a  40%  return  on 
equity.  All  with  only  nine  employees. 

That  profit,  however,  is  now  the 
subject  of  a  United  stockholder  suit. 
The  suit  claims  that  Merriman  and 
W&R's  72-year-old  cofounder,  Chaun- 
cey  L.  Waddell,  who  together  hold 
over  51%  of  W&R's  voting  stock,  di- 
verted to  W&R  income  that  properly 
belongs  to  United  shareholders.  The 
suit  asks  the  return  of  KCSC's  income 
both  from  United  and  from  non-United 
business,  claiming  that  the  latter  ac- 
crued to  KCSC  only  because  of  the 
economic  power  of  the  funds  of  Unit- 
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Give  your  employees 
a  real  break. 


In  little  more  time  than  it  takes  them  to  munch 
a  Danish,  drink  a  cup  of  coffee  and  chat  around 
the  coffee  wagon,  you  can  help  them  learn  facts 
that  may  one  day  help  save  their  lives. 

You  can  help  them  avoid  being  a  statistic  among  the 
more  than  1 00,000  workers  who  die  from  cancer  each  year. 

We  have  a  free  education  program  of  films,  speakers, 
exhibits,  pamphlets,  posters,  etc.,  at  your  service. 
It  could  very  well  help  save  the  lives  of  some 
of  your  employees;  maybe  even 
your  own. 

Call  your  Unit  of  the  American  Cancer 
Society  and  arrange  a  life-saving 
break  for  your  employees. 

American  cancer  Society 
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O'NEIL  FUND 


A  mutual  fund  with  primary 

emphasis  on  the  possible  growth  of 

capital.  Not  designed  for  investors 

seeking  dividend  income. 

Available  in  the  continental  United  States  exclusively  from : 

Q:"wTliiamb~N^r+Co~ 

William  O'Neil  &  Co.,  Incorporated 
Investment  Advisers — offices  at: 

430  North  Camden  Drive,  Beverly  Hills,  Calif.  90210 

Union  Bank  Square,  Orange,  Calif.  92668 

Please  send  me  a  prospectus  and  report  on  the  O'Neil  Fund. 


STREET  ADDRESS 


CITY  AND  STATE 


HOME  TELEPHONE 


OFFICE  TELEPHONE 
M-98 


Maximum  Sales  Charge  6% 

O'Neil  Fund  has  a  qualified  investment  plan  under  the  provisions  of  the  Keogh  Act  (HR-10). 


T.ROWE  PRICE 
GROWTH  STOCK 
FUND,  INC. 

I.  1950 

A  NO-LOAD  FUND 

Investing  in  stocks 

carefully  selected  for  long  term 

growth  possibilities 

Individuals  &  institutions 
are  invited  to  request  free  prospectus 

NO  SALES  CHARGE 

Self-Employed 

Retirement  Plan 

(Keogh  Act) 

Available 


T.  Rowe  Price  Growth  Stock  Fund,  Inc. 

I    Or      Charles  Center.  Oept.  B 
Biltlmore,  Md.  21201  Phone  (301)  E39-1992 


MONEY 

GROWS  FASTER 

IN  MEXICO 

Contact  us,  without  obli- 
gation, for  complete  infor- 
mation on  investment 
opportunities  in  Mexico. 
Supervised  investment  ac- 
counts can  yield  secure 
monthly  income  as  high 
as  10.5%  net.  Also  offer 
unusual  possibilities  for 
capital  growth. 

The  Mexican  financial 
climate  is  good  for  your 
wealth. 

mexletter 

Investment  Counsel 
Hamburgo  165,  Mexico  6,  D.  F. 


ed  shareholders. 

The  suit  also  charges  that  more  and 
more  United  business  is  being  directed 
to  New  York  brokers.  But  the  central 
question  at  issue,  of  course,  is  the  pro- 
priety of  a  management  company  shar- 
ing in  the  profits  from  transactions  that 
it  recommends. 

Another  Tack 

IDS  has  taken  quite  a  different 
course  in  handling  the  income  from  its 
•security  transactions.  It  credits  all  the 
income  from  its  brokerage  subsidiary  to 
reduce  its  management  charges.  As 
long  as  two  years  ago  IDS  President 
Stuart  Silloway  told  Forbes:  "This 
commission  arises  by  virtue  of  the  fact 
that  fund  shareholders  gave  us  money jt 
with  which  to  buy  stock.  It's  then- 
money.  We  credit  it  all  against  our 
management  fee."  And  since  IDS  re- 
duces its  management  fee  by  the 
amount  of  its  brokerage  subsidiary's 
before-tax  income,  thereby  in  effect 
paying  the  taxes  on  this  income  for 
its  fund  shareholders,  the  difference 
between  the  IDS  and  the  W&R  ap- 
proaches is  even  greater. 

Of  course,  the  outcome  of  the  suit 
is  uncertain,  but  a  recent  west  coast 
court  decision  seems  to  set  a  precedent 
for  the  return  of  brokerage  commis- 
sions to  fund  shareholders.  A  number 
of  brokers  who  have  formed  their 
own  mutual  funds  count  as  profit  all 
the  brokerage  commissions  on  fund 
transactions;  other  fund  management 
groups  like  Channing  have  since  ac- 
quired captive  brokerage  houses  that 
also  split  the  profits  on  fund  trading. 
Channing  now  has  a  suit  pending 
against  it  similar  to  W&R's,  all  as  a  re- 
sult, says  a  Channing  lawyer,  of  the 
SEC's  recent  expression  of  disfavor 
with  give-ups  and  reciprocals,  between  ! 
which  it  has  not  to  date  distinguished. 

The  only  certainty,  therefore,  about 
mutual  funds  brokerage  income  seems 
to  be  that  its  distribution  is  changing. 
With  about  one-fifth  of  W&R's  income  , 
in  the  first  half  of  1968  derived  from 
KCSC,  the  effect  may  be  quite  signifi- 
cant to  W&R  stockholders. 

Joe  Jack  Merriman  is  no  longer 
W&R's  president.  After  a  series  of  res- 
ignations of  top  sales  and  research  peo-  j 
pie,  Merriman,  at  the  time  only  41, 
was  forced  to  assume  the  vice  chair- 
manship of  the  W&R  board.  In  his  , 
place  is  Robert  W.  Wagner,  formerly 
high  in  computer  sales  with  IBM. 
Wagner  must  now  face  the  prospect 
that  through  no  fault  of  his  own  a  sub-  ' 
stantial  portion  of  W&R  income  is  in 
jeopardy.  Under  the  circumstances,  it 
is  interesting  to  note  that  at  last  report 
he  held  no  W&R  stock,  voting  or  other- 
wise, six  months  after  assuming  the 
presidency  and  three  years  after  join- 
ing W&R. 
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READY  TO 
INVEST? 

_  ^_   Get  the  facts  on  the 

Keystone 

FUNDS 

Keystone  Funds  are  mutual  funds 
whose  Investment  goals  are  cur- 
rent Income  or  possible  growth. 
For  FREE  prospectus  and  descrip- 
tive material  see  your  Investment 
dealer  or  use  coupon  below 

the" Ik e~y stone  company 

50  Congress  St..  Boston.  Mass  02109 
Dept     G-80 


Name. 


Address. 
City 


.State. 
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CONVERTIBLE    BONDS 


ind  177  convertible  preferred  stocks 
ire  charted  by  our  R.H.M.  CONVERT- 
IBLE SURVEY  on  unique  and  inval- 
lablc  conversion  ratio  charts  which 
linpoint  buying  opportunities.  Are  you 
ully  conversant  with  convertibles — 
ecognize  their  opportunities  when 
he\  occur?  To  introduce  you  to  a 
fomplete  investment  service  covering 
.he  entire  field  of  convertibles,  we 
mite  yon  to  send  for  our  EREE  re- 
port on  "Convertible  Opportunities."  It 
s  a  full  explanation  of  convertibles 
vhich  can  prevent  future  missed  oppor- 
unities  for  you.  There  is  no  obligation. 
>eiul  to:  "Convertibles,"  Dept.  F-30, 
jt.H.M.  Associates,  220  Fifth  Ave.,  New 
fork,  N.Y.   10001. 


MARKET  TIMING  and 
STOCK  SELECTION 

•by  POINT  and  FIGURE  technique 

H  mt-thod  of  market  analysis  builds  your 
Jependent  judgment  in  helping  to  select 
'  right  stocks  at  the  right  time.  Widely 
led  by  professional  traders  and  investors 
their  market  operations. 

FREE   ON    REQUEST 

iterature  on  Figure  Charts  of  Stocks  and 
mnioiiit i<-~  ...  a  daily  or  weekly  price 
ange  service  .  .  .  and  instruction  material. 
I  will  be  sent  free  on  request.  Just  write 
r  Portfolio  F-100. 

I  MORGAN,    ROGERS    &    ROBERTS,    Inc. 
[  150   Broadway     •     New  York   38,   N.Y. 


AGGRESSIVE 
INVESTMENT  ACCOUNTS 

managed  personally  by  our  Partner 

John  W.  Schulz 

minimum  $50,000  buying  power 

Wolfe  &  Co. 

Members  New  York  Stock  Exchange 
120  Broadway,  N.  Y.  10005 
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8.  VALUE 
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The  Tsai  Market 

Timing— when  to  buy  and  when  to 
sell— is  the  most  crucial  factor  in  mak- 
ing money  in  the  market.  And  synony- 
mous with  impeccable  timing  is  the 
name  of  Gerald  Tsai  Jr.  Last  month 
Tsai  demonstrated  his  sense  of  timing 
again  by  selling  his  Tsai  Management 
&  Research  Corp.  to  CNA  Financial 
Corp.,  a  Chicago-based  insurance  hold- 
ing company.  The  price  paid  was  ap- 
proximately $35  million  in  CNA  stock, 
of  which  Tsai's  share  will  be  about 
89%,  or  $31  million.  Tsai  Manage- 
ment's main  assets  are  Gerry  Tsai 
and  its  much-headlined  Manhattan 
Fund.  Under  the  arrangement  with 
CNA,  Tsai  will  continue  as  head  of 
Tsai  Management  and  manager  of  the 
Manhattan  Fund.  But  why,  after  little 
more  than  two  years  on  his  own,  did 
Gerry  Tsai  sell  out  to  an  insurance 
company? 

Tsai  prefers  not  to  talk  about  the 
subject,  but  the  Manhattan  Fund's  re- 
cent performance  gives  some  clues.  As 
everyone  knows,  when  Tsai  left  Bos- 
ton's Fidelity  Capital  Fund  late  in 
1965  to  launch  his  own  Manhattan 
Fund,  it  became  one  of  the  biggest 
underwritings  in  history— $270  million. 
Tsai's  timing  was  perfect:  By  the  end 
of  1966  investors  had  given  him  over 
s  I'D  million  to  work  with. 

Unfortunately  the  performance 
hasn't  followed.  For  the  first  734 
months  of  1968  the  Manhattan  Fund's 
net  asset  value  per  share  was  down 
7.8%,  while  a  fund  of  comparable  size, 
such  as  Enterprise,  was  up  15.6%.  This 
alone  knocks  out  a  large  part  of  Man- 
hattan's rather  mediocre  30%  gain  from 
its  inception  to  the  end  of  1967. 

Tsai  and  Manhattan  are  taking  an 
even  knottier  problem  to  CNA.  For  the 
last  year  and  a  half,  redemptions  of 
Manhattan  shares  have  been  greater 
than  sales  of  new  ones.  During  1967  the 
fund  had  to  buy  back  $147.6  million 
worth  of  its  shares  from  disillusioned 
holders,  while  it  sold  only  $78  million 
worth  of  new  shares.  The  first  half  of 
1968  has  been  worse,  with  $33  million 
worth  sold  vs.  over  $80  million  re- 
deemed. At  this  redemption  rate,  Man- 
hattan could  be  down  to  the  size  of 
a  mini-fund  in  short  order.  It  will  be 
interesting  to  see  whether  even  CNA's 
sales  force  can  sell  Manhattan  shares 
under  the  circumstances. 

Obviously  some  money  managers 
and  investors  were  beginning  to  won- 
der whether  Tsai  had  lost  his  market 
touch.  CNA  is  betting  his  timing  is 
still  there.  And  thus  far  CNA  can't 
complain  about  playing  the  Tsai  mar- 
ket. CNA's  stock  has  risen  about  50% 
since  the  first  announcement  last  May. 
Of  course,  who's  right  will  be  decided 
with  the  passage  of  time.  ■ 


How  to  have 
your  portfolio  of 

$5,000  to  $50,000 

supervised  for 

capital  growth 

objectives 

Here  are  the  five  simple  steps  you 
take  to  benefit  from  the  Danforth 
Associates  Investment  Manage- 
ment Plan: 

1.  Write  us  now  for  a  42-page 
booklet  describing  this  tested  plan. 
No  obligation.  No  one  will  call 
you.  We  serve  clients  all  over  the 
world  (in  at  least  55  countries) 
solely  by  correspondence. 

2.  Study  our  methods  and  goals. 
See  how  we  will  try  to  help  your 
money  grow  by  carefully  selecting 
and  supervising  your  investments 
in  leading  common  stocks.  Com- 
pare the  10-year  "Performance 
Record"  of  all  the  funds  we  have 
managed. 

3.  Send  us  a  "Request  Form"  tell- 
ing the  amount  of  cash  or  securities 
you  want  us  to  manage,  how  you 
want  dividends  and  fees  handled 
and,  if  you  wish,  a  little  data  on 
your  own  financial  plans. 

4.  Open  your  own  account  with  a 
large  NYSE  Member  Firm  which 
has  one  office  serving  Danforth 
clients  only.  Deposit  your  cash 
and/  or  securities  in  this  account 
and  give  them  limited  power  to  ac- 
cept instructions  from  us  —  with  all 
transactions  to  be  made  only  in 
your  name. 

5.  From  here  on,  our  analysts  will 
make  decisions  to  try  to  help  your 
capital  grow  as  fast  as  possible  con- 
sistent with  reasonable  precautions. 
As  in  any  selection  of  investments, 
losses  do  and  will  occur,  but  you 
will  know  their  decisions  promptly. 
You  receive  monthly  accountings 
and  quarterly  evaluations.  You  can 
withdraw  at  any  time. 

The  plan  thus  far  has  proved,  we 
believe,  especially  efficient  in  pro- 
viding capital  growth  supervision 
to  portfolios  starting  with  from 
$5,000  to  $50,000.  To  take  your 
first  step  now,  simply  write  "send 
booklet"  with  your  name  and  ad- 
dress and  mail  to  Dept.  C-14. 

Danforth  Associates 

Wellesley  hills,  Mass.,  us.a.  02181 

Investment  Management    •    Incorporated  l9}6 
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SPECIAL  OFFER!. 

60%  Off  With  This  Ad 


.--  - 


268  Fact-Filled  Pages 


$050 


STANDARD  &  POOR'S 


250  STOCK  GUIDE 


FOR  ONLY  $ 


Slip  this  compact  268-page  Stock  Guide  into  your 
coat  pocket  or  desk  drawer,  and  have  a  penetrat- 
ing panoramic  view  of  the  stock  market  at  your 
fingertips!  Command  instant  information  with  42 
columns  of  vital  investment  facts  and  figures  on  over 
4,750  stocks,  listed  and  unlisted.  Probably  the  most 
widely-used,  most  often  referred-to  investor's  aid 
in  the  world.  Includes  selected  Standard  &  Poor's 
"buy"  recommendations.  Normally  costs  $2.50  — 
yours  for  only  $1  when  you  mail  this  ad  with  one 
dollar,  your  name,  address  to: 

STANDARD  &  POOR'S,  345  HUDSON  ST.,  NEW  YORK,  N.  Y.  10014 

A567-172 


Growth 
industry  ^ 
Shares, 
inc. 


Since  1946 


A  MUTUAL  FUND 

INVESTING  IN 

GROWING  COMPANIES 


You  Buy  Direct 

GIS  has  no  salesmen . . . 
pays  no  commissions 

Prices:  Net  Asset  Value  per  share  plus 
3%  on  investments  under  $2000,  reduc- 
ing to  1%  on  $25,000  or  more. 


Mail  coupon  below  lor  copy  ol  prospectus. 


Growth  lnrfustryShares,lnc.,Rooml018 
6  N.  Michigan  Ave.,  Chicago,  III.  60602 


City 


Slit.  ZIP 


E.  I.  DUPONTDENEMOURS  &  COMPANY 


WiB 


Wilmington,  Del.,  August  19,  1968 
The  Board  of  Director!  hot  declared  this 
day  regular  quarterly  dividends  of  $  1 . 1  2  Vi 
a  share  on  the  Preferred  Stock — $4.50 
Series  and  87V:  <  a  share  on  the  Preferred 
Stock — $3.50  Series,  both  payable  October 
25,  1968,  to  stockholders  of  record  at  the 
close  of  business  on  October  10,  1968; 
also  $1.25  a  share  on  the  Common  Stock 
as  the  third  quarterly  interim  dividend  for 
1968,  payable  September  12,  1968,  to 
stockholders  of  record  at  the  close  of  busi- 
ness on  August  27,  1968. 

H.  T.  BUSH,  Jr.  Secretary 


Dividend  Notice 

The  Board  of  Directors  of  the 
Northern  Pacific  Railway  Company 
today  declared  a  quarterly  dividend 
of  65  cents  per  share  on  the  out- 
standing capital  stock  of  the  Com- 
pany, payable  on  October  31,  1968, 
to  holders  of  record  at  the  close  of 
business  on  October  10,  1968. 

Floyd  A.  Deming 
August  22,  1968  Secretary 


READERS  SAY 


(Continued  from  page  14) 
Not  by  Machines  Alone 

Sir:  Teaching  machines  have  a  unique 
role  to  play  in  the  process  of  learning 
factual  information  (  Forbes,  Aug.  1 ) ; 
yet  let  us  not  forget  the  specific  function 
of  the  teacher  in  a  democratic  society. 
Only  he  can  challenge  pupils  to  think,  to 
provoke  critical  thinking,  to  discover  the 
process  of  decision-making  in  a  democ- 
racy. These  humanistic  concepts  cannot 
be  taught  by  a  machine. 

—Anton  J.  Klein 
Nanuet,  N.Y. 

A  Better  Soap  Trap? 

Sir:  Your  complaint  regarding  soap 
dishes  is  legitimate  (Forbes,  July  1, 
p.  28).  I  directed  my  architect  to  place 
the  (undrained)  soap  dish  under  the 
shower  head. 

—Gordon  D.  Hoople 
Syracuse,  N.Y. 


CORRECTION 
(Continued  from  page  12) 
share  on  August  15,  when  the 
article  appeared,  had  appreci- 
ated 64%  in  value  in  the  28 
months  since  the  public  offering 
on  April  18,  1966. 

Equally  inaccurate  and  un- 
true is  the  statement  that  Ed- 
ward J.  Daly  "sold  19.5%  of  his 
stock  to  the  public  for  about 
$50  million."  In  fact,  the  price 
paid  to  Mr.  Daly  on  the  public 
sale  of  his  shares  was  $24% 
million. 

The  article  also  reports  the 
First  Western  Bank  &  Trust  Co., 
purchased  by  World  in  June,  as 
having  assets  of  $90  million.  We 
invite  attention  to  the  fact  that 
the  assets  of  the  First  Western 
Bank  &  Trust  Co.  are  approxi- 
mately $900  million  and  were 
thus  understated  by  some  $800 
million. 

Forbes  characterized  World's 
efforts  to  expand  its  internation- 
al inclusive  tour  charter  busi- 
ness as  having  "been  temporar- 
ily blocked  by  a  Supreme  Court 
decision,  for  which  the  company 
is  seeking  remedy  in  Congress." 
Forbes  neglected,  however,  to 
mention  that  both  Houses  of 
Congress  have  already  passed 
remedial  legislation  specifically 
authorizing  supplemental  car- 
riers such  as  World  to  perform 
the  international  inclusive  tour 
charters  which  were  the  subject 
of  the  Supreme  Court  decision 
referred  to. 

—Samuel  L.  Teitler, 

Secretary, 

World  Airways,  Inc. 

Oakland,  Calif. 
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I  new 
Mutual  Funds 


EATON  & 


i 


GROWTH  FUND  □ 

invests  in  a  limited  number  of  qual- 
ity growth  stocks, 

SPECIAL  FUND  D 

invests  in  both  new  and  seasoned 
enterprises  where  significant  chan- 
ges appear  to  be  taking  place. 

Please  send  prospectus  and  other 
information  on  funds  checked. 

EATON  &  HOWARD     Dept.    F-1 
24  Federal  St.,  Boston,  Mass.  02110 


Name- 
Street- 
City — 


State- 


-Zip- 


/ 


> 


DIVIDEND  penIzoii 
NOTICE    Li£r 


The  following  dividends  have 
been  declared: 

35c  per  share  on  the  Common 
Stock  of  the  Company  payable 
September  15,  1968  to  stockhold- 
ers of  record  at  the  close  of  busi- 
ness on  August  30,  1968. 


< 


$1  per  share  on  the  $4  Cumula- 
tive Preference  Common  Stock  of 
the  Company  payable  on  October 
1,  1968  to  stockholders  of  record 
at  the  close  of  business  on  August 
30,  1968. 


$1.183/4  per  share  on  the  $4.75 
Cumulative  Preference  Common 
Stock  payable  on  October  1,  1968 
to  stockholders  of  record  at  the 
close  of  business  on  August  30, 
1968. 

R.  B.  Berryman 
Secretary 
August  19,  1968 


PENNZOIL  UNITED 


900  Southwest  Tower 
Houston,  Texas  77002 


Trends 

&.  Tangents 

(Continued  from  page  13) 
oblivion  by  15  years  of  bull  markets, 
now  may  be  on  the  way  out.  Securi- 
ties &  Exchange  Commission  pro- 
posals to  cut  commissions  and  to 
abolish  give-ups  are  one  factor  in 
the  coming  shakeout.  Another:  soar- 
ing expenses  and  the  growing  de- 
mand for  service  from  customers. 
"We're  going  to  need  twice  as  much 
capital  in  the  next  five  years  as  we 
have  now,''  says  James  W.  Davant, 
managing  partner  of  big  Paine, 
Webber,  Jackson  &  Curtis.  Since 
Paine,  Webber  already  has  capital  of 
$32.5  million,  Davant  is  talking  big 
money.  "The  typical  firm  that's  go- 
ing to  be  hurt,"  says  Robert  C.  Van 
Tuyl,  managing  partner  of  Sliearson, 
Hammill  &  Co.,  "has  income  of  $5 
million  to  S7  million  a  year."  (Van 
Tuyl's  much  larger  firm  may  take 
some  of  them  in.)  The  reduction  in 
the  number  of  firms  is  the  unavoid- 
able result  of  a  Wall  Street  gearing 
up  to  a  volume  that  was  inconceiv- 
able a  decade  ago  when  a  4-miIlion- 
share  day  was  considered  hectic. 

Shadows  of  Texas  Gulf 

Most  people  who  sold  40, 000 
shares  of  Atlantic  Richfield  for 
roughly  $4.2  million  last  January 
would  not  feel  very  good:  Today, 
as  a  result  ol  the  company's  July 
oil  strike  in  Alaska,  those  shares  are 
worth  $7.2  million.  But  if  you  were 
Atlantic  Richfield  Chairman  Robert 
O.  Anderson,  your  timing  couldn't 
have  been  more  perfect.  Last 
month's  Texas  Gulf  Sulphur  deci- 
sion makes  it  clear  that  any  Atlantic 
Richfield  insiders  who  have  pur- 
chased company  stock  recently  will 
get  close  scrutiny  from  the  Securi- 
ties &  Exchange  Commission  and 
from  litigiously  inclined  sharehold- 
ers. By  selling  40,000  shares  in  Jan- 
uary, Anderson  in  effect  paid  a 
$3-million  premium  for  insurance 
against  a  lawsuit.  But  Anderson  still 
owns  over  $80  million  worth  of 
Atlantic  Richfield  stock. 

Titanium  Tactic 

Titanium  industry  officials  are 
hoping  that  the  newly  published 
price  reductions  averaging  20%-30% 
for  sheet,  strip  and  plate  mill  prod- 
ucts will  be  just  what  the  industry 
needs  to  maintain  a  10%  annual 
growth  rate.  Top  U.S.  producer  Ti- 
tanium Metals  Corp.,  jointly  owned 
by  Allegheny  Ludlum  and  National 
Lead,  says  the  new  prices  are  about 
the  same  as  the  actual  market  prices 
that  have  been  in  effect  for  years. 


RELY... 

on  professional  investment 
management  for  your 
portfolio  of  $10,000  or  more 


Hundreds  of  investors  throughout  the  United 
States  and  around  the  world  have  turned  to 
Roger  E.  Spear's  Decision  Management  Plan  to 
direct  their  capital  gains  program.  And  no  won- 
der .  .  . 

With  more  than  40  years  of  investment  experi- 
ence, coupled  with  advanced  computer  tech- 
nology and  a  large,  expert  research  staff,  the 
Decision  Management  Plan  represents  the  com- 
plete  investment  service  for  your  portfolio. 

Whether  your  goal  be  retirement,  travel,  educa- 
tion, or  protection  from  inflation,  the  Decision 
Management  Plan  can  give  you  professional 
assistance. 

Roger  E.  Spear's  Decision  Management  Plan  to 
date,  has  proved  particularly  helpful  in  achiev- 
ing conservative  capital  growth  for  investors  with 
capital  ranging  from  $10,000  up — men  and 
women  who  appreciate  the  risks  and  seek  the 
rewards  of  a  professionally  managed  common 
stock  portfolio. 

With  our  compliments:  "Declare  Your  Own  Divi- 
dends"— a  32-page  fact-filled  booklet  describ- 
ing how  the  Decision  Management  Plan  can 
help  you. 


SPEAR  &  STAFF.  INC. 
Dept.  MF91S 

Investment   Management    Division 
Babson    Park,    Mass.    02157 


IK 

CAN  YOU  LEARN  TO 

STAND  ASIDE 
FROM  THE  MARKET? 


A  well-ordered  plan  ot  investment  will  often 
help  you  to  avoid  involvement  in  the  market 
at  the  wrong  time. 

Such  a  plan  is  carefully  described  in  "A 
Positive    Investment    Program    For    Today". 

SPECIAL  OFFER:  Receive  our  Positive  Invest- 
ment Program  —  plus  a  5-week  trial  subscrip- 
tion to  Investors  Research  Reports.  These 
reports  analyze  price  trends  of  over  600  lead- 
ing stocks  and  provide  other  information 
which  you  may  find  invaluable.  All  you  send 
us  is  $1  — but  act  now  ! 


INVESTORS  RESEARCH  COMPANY 


Dept.  F-ll,  924  Laguna  Street 
Santa  Barbara,  California  93102 

For  $1  please  air  mail  my  trial 
subscription  plus  your  Positive 
Investment  Program. 


-State- 


-Zip- 
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OBJECTIVE 

possible  growth  for 
your  investment. 


^SffpS^ 


WINFIELD  UNDERWRITERS,  INC. 
315  MONTGOMERY  ST.,  SAN  FRANCISCO  94104 

WITHOUT  OBLIGATION,  PLEASE  SEND  FREE 
PROSPECTUS/LITERATURE  TO: 

NAME 


ADDRESS. 


Elastic  Stop  Nut  Corporation  of  America 

has  been  merged  into 

Amerace  Corporation 

the  resulting  company  will  be  known  as: 

AMERAC6  6SNA 


CORPORATION 


the  undersigned  assisted  Amerace  Corporation  in  this  merger. 


SALOMON 
BROTHERS 
^HUTZLER 

MEMBERS    NEW    YORK   STOCK    EXCHANCE 

f.0  WAI.I.  STREET.  NEW  YORK  10005 

ATLAS     •  ROSTON  CH1CACO  CLEVELAND  DALLAS 

I"--  5         PHILADELPHIA         ST.  LOUIS         SAN  FRANCISCO 
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But  aircraft  designers,  major  users 
of  titanium,  have  shied  away  from 
these  higher  published  prices,  and 
now  it  is  hoped  they  will  buy  more. 
Titanium  needs  a  boost;  shipments 
dropped  in  1967,  and  early  this  year 
one  huge  market  was  delayed  when „ 
'Boeing  postponed  building  the  U.S. 
supersonic  transport  until  1971. 

Cool  Water  for  Hot 

Alcoa  has  a  new,  low-cost  method 
•  for  desalinating  water  and  at  the 
same  time  preventing  "thermal  pol- 
lution" of  rivers  and  the  ocean  by 
warm  waste  industrial  water.  The 
prevention  of  pollution  is  an  inci- 
dental benefit  of  the  process,  which 
turns  the  warm  waste  water  back 
into  cool  clean  water  by  running  it 
through  a  cycle  with  cold  ocean  or 
river  water.  The  cost  is  30-50  cents 
per  1,000  gallons,  as  compared  with 
85  cents  to  $1.50  for  the  old  pro- 
cess. Alcoa  says  that  the  potential 
customers,  industrial  plants  that 
need  quantities  of  water  to  cool 
equipment,  are  standing  in  line 
awaiting  the  cost  data  from  a  model 
plant  that  will  begin  operating  next 
spring  in  Puerto  Rico. 

Cheaper  by  the  Half-Dozen 

As  one  might  expect,  Standard  Oil 
Co.  (Ohio)  service  stations  in  Ohio 
and  neighboring  states  are  often 
located  cheek  by  jowl  with  the  com- 
pany's Hospitality  Motor  Inns  and 
Dutch  Pantry  restaurants.  But  pro- 
viding a  cross-flow  of  customers  isn't 
the  only  reason  for  the  proximity. 
Standard's  real-estate  department 
figures  it's  cheaper  to  acquire  sever- 
al acres  for  multiple  uses  than  to 
buy  one  acre  for  a  service  station.  ■ 


COMPANY  INDEX 

(Continued  from  page  5) 

Sears.  Roebuck  &  Co 74 

Sherwin-Williams  Co 88 

Signal  Oil  Co 21 

Southern  Pacific  Co 80 
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GROWTH   REPORT 

Earnings  for  the  first  half  of  1968 
set  a  new  high  for  any  six  month 
period  in  the  history  of  Latrobe  Steel 
Company.  This  record  was  achieved 
in  spite  of  a  six  percent  decline  in 
sales  and  provision  for  the  retroac- 
tive surtax  on  earnings.  Barring  any 
upheaval  in  the  nation's  economy, 
1968  may  rank  as  the  second  best 
year  in  the  company's  history. 


DIVIDEND  NO.  208 

The  Board  of  Directors  of  Latrobe 
Steel  Company  has  declared  a  reg- 
ular quarterly  dividend  of  15  cents 
per  share  on  the  common  stock,  pay- 
able September  30.  1968,  to  share- 
holders of  record  at  the  close  of 
business  September  16,    1968. 


August  23,  1968 
Latrobe,  Pa. 


G.  E.  McDonald 
Secretary 


LATROBE 

The  Specialty  Steel  Company 


Forbes 


Baltimore,  Maryland  21203 

The  Board  of  Directors 
of  United  States  Fidelity 
and  Guaranty  Company 
voted  a  quarterly  divi- 
dend of  one  dollar  a 
share,  payable  October 
31,  1968,  to  stockholders 
of  record  Sept.  20,  1968. 
WILLIAM  R.  PHELAN 
Vice  President-Treasurer 

«  .,.    ,„£«       and  Secretary 

August  28,  1968 


MOGULS 


Adults  who  are  Professional 
or  Managerial  with  household 
incomes  of  $15,000  &  over 


Forbes 

28.4% 

Fortune 

25.6% 

Business  Week 

19.2% 

Forbes  has  the  highest  con- 
centration of  these  well  paid, 
better  employed  readers 
found  among  all  magazine 
audiences  measured  by  the 
1968  Simmons  Study. 
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THOUGHTS . 


ON  THE 
BUSINESS  OF  LIFE 


I  saw  old  autumn  in  the  misty  morn 
stand  shadowless  like  silence,  listening 
to  silence.  —Thomas  Hood. 


There  is  a  harmony  in  autumn,  and 
a  lustre  in  its  sky,  which  thro'  the  sum- 
mer is  not  heard  or  seen. 

—Percy  Bysshe  Shelley. 


Who  at  this  season  does  not  feel 
impressed  with  a  sentiment  of  melan- 
choly? —Archibald  Alison. 


The  challenge  to  young  people  is  not 
that  they  have  got  to  do  better  than 
their  elders  have  done.  They  have  got 
to  do  better,  but  also  to  do  different- 
have  a  much  bigger  view  of  the  job 
and  a  much  greater  excitement. 

—Peter  Drucker. 


Education  should  be  a  conscious, 
methodical  application  of  the  best 
means  in  the  wisdom  of  the  ages  to  the 
end  that  youth  may  know  how  to  live 
completely.  —Austin  O'Malley. 


Instruction  ends  in  the  schoolroom, 
but  education  ends  only  with  life.  A 
child  is  given  the  universe  to  be  edu- 
cated. —Frederick  Robertson. 


Education  is  to  get  you  where  you 
can  start  to  learn.       —George  Aiken. 


The  great  secret  of  education  is  to 
direct  vanity  to  proper  objects. 

—Adam  Smith. 


Men  and  women  in  college  today 
need  to  know  more  than  the  knack 
and  routine  of  making  a  living  or  pur- 
suing a  profession.  They  need  know- 
why  as  well  as  knowhow. 

— Willard  F.  Rockwell  Jr. 


Every  person  who  pursues  a  career, 
as  distinct  from  a  jobholder,  should 
expect  to  continue  his  education  for 
the  rest  of  his  professional  lite. 

—Harry  Levinson. 


If  foil  ine  wishes  to  make  a  man 
estimable,  she  gives  him  virtue;  il  she 
wishes  to  make  him  esteemed,  she  gives 
him  success.  —Joseph  Joubert. 


Success,  as  I  see  it,  is  a  result,  not 
a  goal.  — Gustave  Flaubert. 


We  show  our  young  people  how  to 
succeed,  but  are  we  teaching  them  how 
to  stand  up  against  hard  knocks  and 
failures?  —Arnold  Glasow. 


B.  C.  FORBES 

May  we  never  be  tempted  to 
forget  that  there  can  be  no  real 
success  apart  from  service,  that 
success  is  but  service  visualized. 


You  must  act  in  your  friend's  in- 
terest whether  it  pleases  him  or  not; 
the  object  of  love  is  to  serve,  not  to  win. 
— Woodrow  Wilson. 


We  are  challenged  by  the  need  to 
pass  on  skills  and  knowledge  to  our 
ever-increasing  body  of  youth  to  pre- 
pare them  to  live  and  contribute  to  the 
betterment  of  this  complex  society. 

—Hubert  H.  Humphrey. 


Virtue,  like  art,  constantly  deals 
with  what  is  hard  to  do,  and  the  hard- 
er the  task  the  better  the  success. 

—Aristotle. 


The  important  thing  is  not  so  much 
that  every  child  should  be  taught  as 
that  every  child  should  be  given  the 
wish  to  learn.  —John  Lubbock. 


Education  is  an  admirable  thing,  but 
it  is  well  to  remember  from  time  to 
time  that  nothing  that  is  worth  know- 
ing can  be  taught.       —Oscar  Wilde. 


No  matter  how  sagacious  or  how  re- 
vered the  teacher,  at  some  point  you 
will  find  yourself  beginning  to  diverge 
from  him.        —Christopher  Morley. 


A  human  being  is  not,  in  any  proper 
sense,  a  human  being  till  he  is  edu- 
cated. —Robert  Willmott. 


Youth  is  the  season  of  hope,  enter- 
prise and  energy,  to  a  nation  as  well  as 
an  individual. 

—William  R.  Williams. 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are  now 
available  in  a  574-page  book  at  $5.95. 
Send  check  and  order  to:  Forbes  Inc., 
60  Fifth  Avenue,  New  York,  N.Y. 
10011.  (Sales  tax:  New  York  City, 
add  5%.  Other  parts  of  New  York 
State,    add    2%    to    5%    as    required.) 


A  Text ... 


Sent  in  by  Leonard  F.  Gifford, 
Dallastown,  Pa.  What's  your  fa- 
vorite   text  ?    The    Forbes    Scrap- 

of  Thoughts  on  (|u.  Busii 
of    Life    is    presented    to    senders 
of  text-  used, 


Do  all  things  without  murmurings  and 
disputings.  — Philippians  2:14 
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The  Continental  Mark  HI. 


The  most  authoritatively  styled,  decisively  individual  motorcar  of  this  generation. 
From  the  Lincoln-Mercury  Division  of  Ford  Motor  Company. 


m 


S/ 


What's  so  wrong  about  America 
that  we're  so  frantic  to  change  it? 


w 


e  have  by  far  the  most  of  the  highest  paid  jobs  in  the  world. 

We  take  better  care  of  our  orphans,  old  people,  sick  and  poor  — 
far  better  care  —  than  almost  any  other  nation  on  earth. 

American  housewives,  factory  and  farm  workers,  have  more  and 
better  labor-saving  devices  than  workers  anywhere  else  —  and  as  a 
result  live  longer  and  better,  and  stay  younger  and  healthier. 

United  States  and  Canada  are  among  the  few  places  left  where 
anyone  who  wants  can  launch  any  lawful  business,  and  if  he  is 
willing  to  work  hard  enough,  succeed. 

Free  education  through  high  school  and  often  through  college,  free 
elections,  unlimited  opportunity.  What's  wrong  with  all  that?  Who 
are  these  people  who  scorn  it  and  want  to  change  it  —  and  to  what? 


Big  new  Hopto®  hydraulic  backhoe 
offers  a  new  concept  in  digging, 
through  its  exclusive  Selectomatic* 
shift. 


WARNER 
SWASEY 

Cleveland 

PRECISION 
MACHINERY 
-      SINCE  1880     ■ 


YOU  CAN  PRODUCE  IT  BETTER,  FASTER,  FOR  LESS  WITH  WARNER  &  SWASEY  MACHINE  TOOLS,  TEXTILE  MACHINERY,  CONSTRUCTION   EQUIPMENT 
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What  we  make  today 
makes  tomorrow  possible 


The  future  of  America — like  its  past — is  moving 
forward  with  the  automotive  industry.  As  paceset- 
ters of  the  economy  and  innovators  for  industry, 
automobile  manufacturers  are  leading  the  way. 
And  Engelhard  Minerals  &  Chemicals  has  the 
depth  and  diversity  of  products  they  need  to  make 


it  go.  3,000  products  of  gold,  silver  and  the  plati- 
num family... and  various  ferrous  and  non-ferrous 
ores,  minerals  and  chemicals.  All  are  available 
throughout  the  world,  in  forms  that  make  today 
profitable,  tomorrow  possible.  Keeping  ahead  of 
your  business  is  our  business. 


MINERALS  A  CHEMICALS  CORPORATION 

113  Astor  Street,  Newark,  New  Jersey  07114 


Tungsten  contacts  are  used 
in  the  distributor,  heart 
of  a  car's  ignition  system. 


Aluminum  silicates 

improve  adhesives  for  joining 
together  tabrics,  eliminating 
need  for  stitching. 


Platinum  reforming 
catalysts  are  of  outstanding 
value  in  producing 
high  octane  gasoline. 


Aluminum  silicates 

improve  quality  ~* 
paint  primers 
which  give  basic 
corrosion 
protection 
to  autos. 


Granulated 
absorbents  protect 
against  slipping 
accidents,  fire  hazards  in 
oily- floor  garages. 

Platinum,  palladium,  silver 
alloys  assure  long  term  performance 

of  auto  alternator- regulators. 


Raw  materials  for  automotive 
industry  needs  include:  specialty 
steels,  foundry  pig  iron,  copper 
wire  bars  and  ingots,  etc 
brass  specification  alloys,  soldi 
metal,  babbi 


Platinum  spinner- 
ettes  produce 
filaments  of  ray 
yarn  for  quality 
automobile  tires. 


■.*,:i-5'-..,      _ 


alcium  carbonates, 
iluminum  silicates 
reinforce  plastics  for 
housing  auto  air 
conditioning  units, 
heater  units,  air  ducts, 
and  producing  vin 
upholstery  plastics. 


Precious  metal  contacts 

provide  high  electrical 
conductivity,  reliability  of 
directional  signals. 


HZ-1  cracking  cat 

are  upping  produ. 

of  regular  gaso 

as  much  as  50 

Talc  pigments  improve 
polyester  patching 
compounds  for  repairing 
car  body  dents. 


Attapulgus  clay  products 

decolorize  and  purify 
lubricating  oils  for 
crankcase. 


Thermostatic 

bi-metal  Attapulgus  clay  purifies  ins 

improves  0j|s  for  transformers  or  electric 

performance  of  switches  to  improve 

automatic  choke,  dielectric  properties. 


COMPANY  INDEX 

Acae    Cor p.  60 

A  lea  l    Aliaiaia  74 

Allis-Chalaen   Mfg.    Ca.    19 

Aaerican   Can   Co.  ...  76 

Aaericaa  Cyanaaid  Co.  ......  30 

Aaerican   Standard.    Inc 26 

Araeo  Stetl  Carp.  33 
Araoir   4    Co                                .33 

Atlantic   Richfield   Co 36 

•ache  A  Co.  70 

P    Ballantine  A  Sods  .    .  25 

Bloct    (H.4R.I    Inc.  52 

Bora-Warner  Corf.  68 

Bristol-Myers  Co.  30 

Barnhaai  A  Co  70 

Barroofhs  Cora.  64 

Canada  General  Find  ....  89 

Canadian   Faad.    Inc.  89 

Case.   (J.I.)  Co  19 

Caterpillar  Tractor  Co.  19 


74 

10 

Chrysler  Corporation 

76 

Clark  Eaiipaent  Co. 

19 

Coastal  States  Gas  Predating 

76 

Colt    Indastries.    Inc.                      25. 

33 

Ceaaertial    Credit 

33 

Continental   Can    Co. 

76 

Control    Data   Cor*. 

22 

76 

Cracihle  Steel  Cera 

33 

Deere  A   Co. 

19 

Delhi   Aostralia    Petroleia   Ltd. 

84 

D*»    Cheaical 

30 

Devntettn    Fond,    lac. 

88 

da   Pent    'E.I  )    de   Neaeors 

30 

Daiaat    Manaeeaeat   Co. 

88 

Eaeart    Corp. 

86 

E*h  .i   C»-v 

68 

30 

41 

74 

The  Foihora  Co. 

90 

Fioo pert  Salphar  Co. 

74 

Faad  af  Letters.   Inc. 

87 

General    Meters 

68 

Garden  Jewelry  Corp. 

21 

24 

Gelt  (il  Corp. 

23 

Hint!  Aliainaa 

86 

H  owner- Waldorf  Carp. 

68 

Honeywell     Inc.                                10. 

64 

Heaaldtsverke-Deetsche   Wertt.   AG. 

22 

Hiahle  Oil  A   Refining  Ca. 

36 

Ideal    Basic    Indastry 

74 

International   Easiness  Machines   10. 

64 

International    Harvester 

19 

International  Telephone  A 

Telegraph 

23 

Inyerwss   Intstacat  Co. 

87 

Itest     lac. 

88 

John   Hancock  Mataal   Life 

Insurance  Co.                               25. 

60 

Jones  A   Laaghlln   Steel 

33 

Kayser-Roth   Corp. 

23 

Ketae  Corp 

25 

Keydata  A  Associates 

23 

Keystone    International   Fond 

89 

Lieg-Tcawo-Veaght 

33 

Little.   Arthar  D.   Inc. 

57 

Lockheed    Aircraft 

41 

MacMillan    Ring-Free   Oil    Co. 

36 

Martin   Marietta  Corp. 

86 

Massey-Fergison    Ltd. 

19 

HcGras-Edisoa  Ca. 

74 

Merrill    Lynch   Pierce   Fenner  A 

Saitl 

in 

■  aasaata  Co. 

74 

Marfan   Grotrth   Fand 

88 

MSL    Indtitrir.                                 10 

24 

National  Cash   Register   Inc. 

10 

North  Aaeriean  Rockwell 

74 

Paine  Wehher  Jackson  A   Cartis 

70 

Ycat  Marwick.  Mitchell  A  Co. 

90 

Penn   Central   Ca.                            23. 

74 

Pension  Capital  Groath  Fand.   Inc. 

88 

Pfizer    iChas.i    A   Co..    Inc. 

30 

78 

Pittston  Company  74 

Ploieh    Inc.  30 

Polaris    Fand  89 

Radia  Corporation  of  Aaeriea    . ...  64 

Raad  Corp.  10 

Rank  Organisation  Ltd.  84 

Raytheon   Co.  25 
Rochester   Fand.    Inc.                      .88 

Santos   Ltd.                      84 

Scientific  Data  Systeas.   Inc.        .    .  64 

SCM   Corp.  22 

Sperry    Rand   Corp.                          10.  64 

Standard  Oil  Ca.  of  California  .  42 

Standard  Oil  Ca.   (New  Jersey)  68 

Ttchniiest  Find  88 

Texas  Gnlf  Salphar  Co.                  61.  74 

Tiffany  A   Co.                           21 

Trans  World  Airlines                  . ...  74 


Forbes  contents 

OCTOBER   1,   1968     VOLUME  102,   NUMBER  7 


Cover  Photo:  J.  Alex  Langley 


FEA  TURES 

19     DEERE  &  CO. 

Bill  Hewitt  is  betting  that  his  farm-equipment  company  can  become 

big  in  construction  equipment — Caterpillar  Tractor  or  no. 
21      TIFFANY 

It  operates  on  the  principle  that  you  can't  give  the  public  what 

it  wants,  because  the  public  doesn't  know  what  it  wants. 
26     AMERICAN   STANDARD 

President  Eberle  has  won  his  battle  against  "Tommy"  Evans,  but  it 

will  take  much  more  than  that  to  bring  back  American  Standard. 
30     AMERICAN  CYANAMID 

The  company  spent  hundreds  of  millions  to  diversify  while  its  drug 

goldmine  was  still  paying  off. 
33     ARMCO   STEEL 

The  steel  business  looks  so  bad  that  most  companies  are  ripe  for  takeover. 

But  Armco  is  trying  to  do  something  about  that  spot  it's  in. 
36     ALASKA  OIL 

It's  there,  but  how  to  get  it  out? 
40     THE  TRANSPORTATION   CRISIS 

It  isn't  that  there  isn't  enough  money  to  solve  our  transportation  miseries. 

It  just  isn't  being  spent  in  the  proper  balance. 
52     H&R   BLOCK 

The  Bloch  brothers  have  become  multimillionaires  by  looking  at 

the  bright  side  of  the  income  tax. 
57     AN   INTERVIEW  WITH   GENERAL  JAMES  M.  GAVIN 

The  brilliant  head  of  Arthur  D.  Little  says  the  U.S.  is  not  simply  in  trouble; 

it's  in  a  revolution.  Its  going  to  take  more  than  scientific  gimmickry  to  get  us  out. 
64     HONEYWELL 

The  company  still  expects  S1  billion  in  computer  revenues  by  1975, 

but  much  of  it  will  be  in  the  form  of  peripheral  equipment. 
68     BORG-WARNER   CORP. 

The  company  wasn't  doing  well  as  a  cross  section  of  the  economy. 

So  now  it  is  shedding  some  divisions. 
68     ETHYL  CORP. 

One  thing  you  can  say  about  the  Gottwald  family:  They  aren't 

sentimental.  They  just  sold  off  the  company  that  made  their  fortune. 
70     UTILITY  STOCKS 

The  utilities  continued  to  grow  as  the  stocks  fell. 


FACES  BEHIND  THE  FIGURES 

22     EMERSON   E.   MEAD 

(SCM  Corp.) 

22  DR.   PAUL  VOLTZ 
Howaldtswerke-. 
Deutsche  Werft.  AG. 

23  STUART  SAUNDERS 
(Penn  Central) 

23     JOHN  T.  GILMORE 

(Keydata  &  Adams  Associates) 


24 


24 


25 


25 


VINCENT   LOMBARDI 

(Green  Bay  Packers) 
JOSEPH  T.  ZOLINE 
(MSL  Industries) 
DAVID   I.   MARGOLIS 

(Colt  Industries) 

GORDON   EMERSON 

(John  Hancock  Mutual  Life  Insurance) 


FINANCE 
74     MARKET  COMMENT 

L.  0.  Hooper 

76     STOCK  ANALYSIS 

Heinz  H.  Biel 

78     STOCK  TRENDS 

Aa'on  B.  Feigen 

82     TECHNICIANS'   PERSPECTIVE 

John  W.  Schultz 

84     OVERSEAS   COMMENTARY 

George  J.  Henry 


86 


87 


20 
71 


THE   MARKET  OUTLOOK 

Sidney  B.  Lurie 

THE   FUNDS 

New  Funds 
Canadian  Funds 

TABULAR   COMPARISONS 

CONSTRUCTION   EQUIPMENT 
ELECTRIC  UTILITIES 


REGULAR  DEPARTMENTS 

9     SIDE  LINES  15 

10  TRENDS  &  TANGENTS  73 

11  READERS  SAY  92 


FACT  AND  COMMENT     By  Malcolm  S.  Forbes 

FORBES  INDEX 

THOUGHTS   ON  THE   BUSINESS   OF   LIFE 


Union  Carbide  Corp.              30,   68,  74 
United   Airlines,  'Inc 74 


Vain    Ltd.  84 

Wellington  Find,   Inc 88 


Westinghouse  Air  Brake  Co. 
Zayre   Corp. 


26,   33 
21 


PHOTO  AND  ART  CREDITS:  Joseph  Papin,  pages  15,  16;  Art  Shay,  page  23;  Jerry  Frank,  page  26,  36;  Top  to  Bottom  page  40,  J.  Alex  Langley  (top),  Ken 
Regan — Camera  5  'left),  J.  B.  Cuny — Freelance  Photographers  Guild  (middle),  Peter  Gridley — Freelance  Photographers  Guild  (bottom  right);  Authenticated  News  Inter- 
national, page  41  left;  Ed  wergeles,  page  41  right;  Charts  William  Galbreath,  pages9,  36;  Pete  Di  George,  page  70. 

FORBES  is  published  twice  rronthly  by  Forbes  Inc.,  60  Fifth  Ave.,  New  York,  N.Y.  10011.  Second-class  postage  paid  at  Post  Office,  New  York  and  at  additional 
mailing  offices.  Subscription  S7.50  one  year  U.S.A.  Copyright  ©  1968,  Forbes  Inc. 


FORBES.  OCTOBER  I,  1968 


The  bigges 

It's  only  right. 


4* 


\    \    Hi 


t* 


Mm* 


\4 


MORE     OFFICES 


MORE   DICFEREHT    KINDS    OP    C/^RS 
MORE    CARS 


INSTAMT    RESERVATION  5V5TEM 
EXPRESS"   CHECK-IN 


RENT   IT  HERE,    LEAVE    IT  THERE" 

MORE  MAINTENANCE    CENTERS 


(^lANUFACTUreER-TRftlNEP    MECHANICS 
C1TV    MAPS' 

SPECIAL    AIRPORT  MAPS 

SURVIVAL     MANUALS 
SPECIAL  VACATION    RATES 
SPECIAL  QJEEKENP  TOuR 
EUROPEAN    TOURS 


DOMESTIC    TOURS 
SPORTS  C AC?  CLUB 


f?EDl-CAR  SERVICE 
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Hert% 


hould  do  more. 


I  Jri  this  age  of  skepticism,  when  you 
say  to  people,  "We  do  more,"  they 
i,  tend  to  put  their  tongues  in  their 
cheeks  and  roll  their  eyes  skyward. 
Perhaps  this  is  because  people 
.  .have  come  to  suspect  that  saying 
[you  do  more  in  ads  and  actually  do- 
ling more  can  be  horses  of  different 
Icolors. 

At  the  risk  of  provoking  fur- 
Ither  skepticism,  we'd  like  to  say 
here  and  now  we  do  do  more. 

We  don't  ask  your  undying 
gratitude  for  this.  After  all,  since 
we  got  to  be  the  biggest  on  your 
money  it's  only  right  that  we  should 
give  some  of  it  back  in  good  service. 
In  that  light,  we've  listed  here 
some  of  the  things  we  do  more  of. 

Our  car's  better  than  your  car. 

It  would  be  foolhardy  to  try  your 
patience  with  the  nuts  and  bolts  of 
our  car  maintenance. 

(How  we  keep  our  cars  in 
good  running  order  is  our  problem 
and  we  intend  to  keep  it  that  way.) 

There  are,  however,  two  short 
nuts  and  bolts  we  think  you  might 
find  interesting. 

One,  on  the  average,  a  Hertz 
car  is  rented  just  71  times  before 
we  get  rid  of  it.  And  between  those 
71  rentals  our  mechanics  have  or- 
ders to  give  it  more  babying  than 
even  the  factory  warranty  calls  for. 

And  two,  if  there  is  a  question 
about  how  a  car  is  running  we  tell 
our  people  not  to  give  you  the  car. 
We  think  if  you  have  to  be  disap- 
pointed you  should  be  disappointed 
at  the  counter,  not  on  the  road. 

There's  a  Hertz  office  in  the 
vicinity  of  this  ad. 

It's  hard  to  go  anywhere  in  this 
world  without  being  near  a  Coke* 
machine  or  a  Hertz  counter. 

A  fact  which  cannot  be  fully 
appreciated  until  such  time  as  you 
want  to  pick  up  or  drop  off  a  car  in 
some  town  where  the  major  indus- 
try is  the  Hertz  office. 

A  fact,  which  you  can  start  ap- 
preciating right  now,  is  that  you 
can  rent  a  Hertz  car  in  one  city  and 
drop  it  off  in  virtually  any  other 
city  in  the  United  States.  And  be- 
tween over  50  major  cities,  you  can 
rent  a  Ford  sedan  in  one  and  drop 
it  off  in  another  and  you  won't  get 


hit  with  a  drop-off  charge.  (If  you 
want  to  know  what  we  call  a  major 
city,  call  any  Hertz  office.) 

If  you're  ever  not  in  the 
neighborhood,  give  us  a  call. 

If  you're  in  Des  Moines  and  you 
want  to  reserve  a  car  in,  say,  San 
Francisco  or  New  York,  you  don't 
have  to  call  San  Francisco  or  New 
York.  All  you  have  to  do  is  call  your 
local  Hertz  office  and  we'll  reserve 
a  car  for  you  at  any  one  of  our 
offices  anywhere  in  the  world. 

If  you're  in  a  hotel  lobby,  you 
can  get  a  car  by  picking  up  one  of 
those  little  yellow  phones  we've 
placed  in  the  lobbies  of  hundreds  of 
hotels  and  motels. 

If  you're  in  an  airport  about 
to  fly  someplace  and  you  forgot  to 
reserve  a  car,  it's  not  too  late.  On 
your  way  to  the  plane  stop  at  the 
Hertz  counter  and  by  the  time  you 
land  we'll  have  a  car  for  you. 

Or  if  you're  talking  to  an  air- 
line or  a  travel  agent,  you  don't 
have  to  talk  to  us  at  all.  Have  them 
call  us. 

Behind  every  smile,  a  brain. 

Good  Hertz  girls  are  made  not  born. 
They're  also  good  for  more  than 
handing  out  keys. 

We  put  them  through  a  most 
exhaustive  { they  claim  the  most  ex- 
hausting) training  program  in  the 
business. 

And  when  they're  through, 
our  girls  can  help  you  with  every- 
thing from  figuring  out  the  lowest 
possible  rate  for  the  time  you're  go- 
ing to  be  using  the  car— to  the  fast- 
est way  back  to  the  airport  during 
rush  hours. 


Man  cannot  live  by  four-door 
Fords  alone. 

There's  nothing  wrong  with  four- 
door  sedans  per  se.  Unless,  of 
course,  the  car  you  left  at  home 


happens  to  be  a  four-door  sedan. 

In  which  case  we  think  you  de- 
serve a  change.  So  we've  put  to- 
gether the  widest  variety  of  Fords 
and  other  new  cars  in  the  business 
for  you  to  change  to. 

Hard-tops,  convertibles  and 
station  wagons.  Mustangs,  Mer- 
curys,  Thunderbirds,  Continentals 
and  even  some  $8,000  Mark  Ill's. 

And  if  you're  in  the  mood  to 
rent  something  your  wife  may 
never  let  you  own,  you  may  want  to 
try  a  Shelby  Cobra  or  a  Mercury 
Cougar  XR7-G. 

TheA.S.RC.C.R. 

(American  Society  for  the 

Prevention  of  Cruelty 

to  Car  Renters). 

We've  said  it  before :  traveling  for 
a  living  is  no  way  to  live. 

Since  more  than  half  of  our 
business  comes  from  men  who  trav- 
el on  business,  we  don't  think  it's 
going  to  kill  us  to  help  out  where 
and  when  we  can. 

If,  for  example,  you  know 
where  you're  going  but  aren't  too 
sure  how  to  get  there,  tell  the  Hertz 
girl.  She'll  give  you  specially  made 
maps  on  how  to  get  around  the  city. 
And  if  you're  no  Daniel  Boone  at 
reading  maps  she'll  even  diagram 
them  for  you. 

If  you're  a  stranger  in  one  of 
America's  28  largest  cities  we'll 
give  you  the  world's  most  complete 
guide  on  how  to  survive  in  that  city. 
The  Hertz  Survival  Manual. 

If  you're  running  to  catch  a 
plane,  we  won't  make  you  stand  in 
line  behind  people  who  aren't.  If 
you're  a  charge  customer  (we  ac- 
cept most  major  credit  cards) 
all  you  have  to  do  is  stuff  your 
keys  inside  your  rental  enve- 
lope, write  your  mileage  on  the 
back,  drop  it  on  the  counter 
and  take  off. 

And  if  you're  temporarily 
embarrassed  for  cash— and  have  a 
Hertz  credit  card— we'll  even  lend 
you  $10  on  your  IOU. 

After  all,  we  couldn't  in  all 
conscience  claim  to  do 
more  if  we  only  paid 
attention  to  the  car 
the  man  rents  and 
ignored  the  man  who 
rents  the  car.  ©«. 


Hertz 


HERT2  SYSTEM 


The  National  Steel 
Super 


five 

questions 

asked  most 

frequently. 


1.  What's  so  different  about 
the  Super  Mill? 

Primarily,  the  fact  that  this  mill,  at 
Weirton,  W.  Va.,  integrates  tech- 
niques, processes  and  equipment 
never  before  used  in  high-volume, 
commercial  steel  slab  production. 

The  Super  Mill  is  new  in  concept.  It 
ties  together  for  the  first  time  three 
highly  modern  techniques— oxygen 
steelmakin^,  vacuum  degassing,  con- 
tinuous slab  casting. 

How  it  makes  steel  is  a  remarkable 
story  and  a  technical  one.  What's 
most  important  is  this:  the  Super 
Mill  produces  slabs  faster  than  any 
mill  in  the  world.  It  takes  only  120 
minutes,  for  example,  to  convert  300 
tons  of  scrap  and  hot  metal  into 
enough  slabs  for  more  than  4  million 
cans. 

2.  Has  it  been  proved? 
Yes,   indeed.   The   oxygen   furnaces 


have  been  making  a  tremendous 
amount  of  steel  for  Weirton  all  year. 
The  first  slabs  were  cast  June  5— and 
we've  been  finishing  and  shipping 
product  to  customers  ever  since. 

3.  Why  hasn't  this 
kind  of  in  ill  been  built  before? 

Frankly,  the  state  of  the  art  wasn't 
that  advanced.  Remember,  this  is  no 
minor  accomplishment.  It  required 
new  materials,  new  instruments,  new 
computer-equipment  coordinations, 
even  variations  in  the  basic  molecular 
structure  of  the  steel  itself. 

We're  proud  that  we  were  the  first 
to  make  it  work  commercially. 

4.  Is  this  the 
"ultimate"  in  steelmaking? 

The  highest  point  reached  so  far?  Yes. 
The  final  step?  Not  at  all. 

As  long  as  there's  demand  in  the 
markets  we  serve,  we'll  be  looking  for 


ways  to  make  more  steel  better. 
5.  What  does  it  mean  to  you?  ' 

Mainly,  the  Super  Mill  means  prog 

ress. 

Specifically,  it  means  that  a  proces- 
which  has  been  widely  admired  i 
theory  now  has  been  proved  practice 
for  routine,  high-tonnage  production 

Not  a  laboratory  model. 

Not  a  pilot  plant. 

Rather,  a  day-in,  day-out  productk 
tool  .  .  .  big  enough,  fast  enough  ai 
good  enough  to  meet  the  needs 
such  mass  production  industries 
cars,  cans  and  construction. 

It  means  superior  economics  in  ste< 
making — and  a  better  product  to  : 
with  them. 

For  a  color  brochure,  write  Natior 
Steel  Corporation,  Grant  Rldg..  Pit 
burgh,  Pa.  15219. 


riONAL  STEEL  CORPORATION 
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Side  Lines 


Keep  Your  Eyes  on  the  Stars  but  Watch  Out  for  Holes 

Lecend  has  it  that  the  Greek  philosopher  Thales  fell  into  a  well  while 
strolling  along  gazing  at  the  stars.  It  was  his  penchant  for  gazing  at 
the  heavens  that  made  him  great.  But  failure  to  keep  his  eyes  on  the 
ground  killed  him. 

That's  the  way  it  is  with  businessmen  and  investors,  too.  Thinking 
big  can  make  them  rich.  But  a  failure  to  look  out  for  the  holes  can 
ruin  them.  They  ought  to  look  for  the  great  sweeps  on  the  graphs  but 
they  must  keep  their  eyes  on  the  daily  squiggles  as  well.  Optimism  is 
important  but  so  is  a  little  pessimism. 

The  sad  fate  of  the  drowned  Greek  philosopher  is  not  lost  on  the 
men  who  run  Deere  &  Co.,  subject  of  the  article  which  appears  on 
page  19  of  Forbes.  As  Staff  Writer  Art  Detman  Jr.  points  out,  the 
Deeremen  are  dazzled  by  the  great  future  of  the  earthmoving  and  con- 
struction machinery  business,  which  is  a  natural  diversification  for 
Deere.  But  they  have  also  cautiously  surveyed  the  ground  for  things 
that  could  trip  them  up.  Deere  Chairman  William  Hewitt  is  no  Thales. 

Which  brings  us  to  mention- 
ing one  of  the  most  important 
services  we  try  to  render  for 
our  readers.  We  want  to  help 
them  keep  optimism  and  pes- 
simism, courage  and  caution,  in 
the  proper  proportions. 

Take  the  story  on  transpor- 
tation ("The  U.S.'  Lopsided 
Transportation  Budget,"  p.  40). 
It  says  a  good  deal  about  the 
present  problems  of  the  airlines. 
Back  in  1966,  when  nearly  ev- 
erybody was  starry-eyed  about 
prospects  for  the  airlines  we  did  a  story  entitled,  "The  Skies  Are  Getting 
Crowded."  It  said,  in  effect,  "The  prospects  are  glowing  all  right,  but 
take  a  look  at  the  ground.  Where  are  they  going  to  put  all  those  planes?" 
We  weren't  trying  to  be  killjoys.  We  were  just  reminding  businessmen 
that  there  are  two  sides  to  every  question. 

Forbes  does  this  kind  of  thing  all  the  time.  We  recently  warned  our 
readers  not  to  get  too  starry-eyed  about  franchising  ("Sizzle,  Sizzle," 
June  15)  or  about  computer  leasing  ("Under  IBM's  Umbrella,"  July 
15).  In  our  Aug.  15  issue  ("Back  To  Fundamentals")  we  reminded 
readers  that  stock  market  fads  have  a  way  of  fading  and  suggested  that 
the  present  one  for  "performance"  would  be  no  exception.  When  the 
fad  for  conglomerates  was  at  its  height,  we  ran  a  cover  story  ("What 
Are  Earnings,"  May  15,  1967)  in  which  we  talked  about  some  of  the 
interesting  bookkeeping  going  on  at  conglomerate— and  other— com- 
panies to  create  the  illusion  of  growth. 

But  as  we  say,  we're  not  simply  interested  in  diverting  people's  visions 
from  the  stars.  Sometimes  we  go  the  other  way  and  urge  them  to  look 
up.  There's  an  example  of  that  in  this  issue.  On  page  70  we  take  a 
look  at  utility  companies,  currently  much  out  of  favor,  and  suggest 
that  maybe  things  here  aren't  as  dark  as  a  lot  of  people  seem  to  think. 
We  did  the  same  when  the  FCC's  investigation  of  AT&T  caused  Wall 
Street  to  panic.  We  predicted  the  investigation  would  not  do  any  great 
damage  to  "Mother  Bell"  (Forbes,  July  1,  1966,  p.  16)  but  only  now 
is  Wall  Street  beginning  to  catch  up  with  that  fact. 

It's  not  our  job  to  give  advice  about  business  or  about  investments. 
Nor  do  we  claim  any  ability  to  predict  the  future.  The  point  we're  try- 
ing to  make  is  simply  this:  Success  depends  on  a  rare  blend  of  far- 
vision  and  near-vision.  We  don't  want  our  readers  missing  out  on  the 
stars.  But  we  don't  want  them  falling  into  holes  either.  ■ 


START  YOUR 

BUSINESS 

EXPANSION 

HERE: 


Executive 
check  list 
ma  for  site 
selection 


This  objective  checklist  is  yours  for 
the  asking.  It  covers  the  nuts-and- 
bolts  of  site  selection,  plus  six  other 
considerations  which  ultimately  influ- 
ence success  of  a  site  choice.  Part  of 
this  checklist  also  builds  a  case  for 
Sunnyvale  as  an  outstanding  techni- 
cally-oriented industrial  center  inside 
the  huge  consuming  market  of  metro- 
politan Santa  Clara  County. 

The  record  supports  the  claim:  Since 
1960,  industrial  expansion  in  this 
market  area  exceeded  new  construc- 
tion by  more  than  400% .  In  the  past 
six  years  industry  has  invested  $370 
million  here — an  overwhelming  con- 
firmation that  this  is  a  good  place  to 
do  business. 

If  you're  planning  to  expand  or  re- 
locate, send  for  this  checklist.  It  will 
help  you  determine  that  you're  our 
kind  of  company,  and  that  we're  your 
kind  of  profit  center.  Write: 
E.  L.  Bcaty,  Director,  Cham- 
ber of  Commerce,  499  South 
Murphy  Avenue  94086. 


SUNNYVALE  CALIFORNIA 
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Trends 

&  Tangents 


WASHINGTON 


Pyrrhic  Victory? 

The  House  Interstate  and  Foreign 
Commerce  Committee  last  month 
voted  not  to  take  action  on  the 
Mutual  Fund  Bill  this  year.  The  bill 
would  have  put  new  restrictions  on 
the  mutual  fund  industry's  commis- 
sions. The  mutual  fund  men  popped 
champagne  corks.  It  was  a  victory. 
But  SEC  chairman  Manny  Cohen 
told  Forbes:  "This  will  be  taken 
right  back  up  to  Congress  next  year. 
The  industry  should  have  taken  the 
watered-down  bill  [far  less  severe 
than  SEC's  original  proposal]  this 
year  and  run  with  it."  Chairman 
Cohen  warns:  "With  things  like  the 
Merrill  Lynch  case  involving  mu- 
tual funds  coming  up  .  .  .  and,  if 
the  market  turns  down  next  year, 
Congress  might  well  come  up  with 
a  much  tougher  piece  of  legislation 
regulating  mutual  funds."  To  make 
his  point,  Cohen  hinted  that  the 
Merrill  Lynch  case  was  just  the  first 
of  several  to  come. 

Instant  Institute 

Back  in  pre- World  War  II  days 
the  military  decided  it  needed  out- 
side brains.  BAND  Corp.  was  form- 
ed to  be  the  "think  tank"  for  the 
Air  Force.  Since  then  hundreds  of 
other  military-oriented  think  tanks 
have  popped  up.  This  summer  the 
Urban  Institute  was  formed  to  give 
objective  analysis  and  evaluation  on 
another  battlefield— the  smoldering 
cities.  With  a  start  of  only  four 
staffers  and  practically  no  money, 
the  Urban  Institute  has  grown  in 
three  months  to  a  staff  of  40  and 
$5-million  in  government  contracts. 
Just  as  BAND  was  a  fore-runner  of 
a  new  industry— aerospace— so  Ur- 
ban Instituters  think  they  might  be 
in  the  vanguard  of  a  new  "urban  in- 
dustry." ■ 


BUSINESS 


The  Art  of  Accounting 

National  Cash  Begister  Inc.  has 
just  liberalized  its  accounting  meth- 
ods, formerly  one  of  the  industry's 
conservatives,  NCB  along  with  In- 
ternationa] Business  Machines  Coip. 
depreciated  its  leased  computers  in 
four  years.  Now  NCB  has  switched 


to  six  years  for  its  new  Century 
series,  joining  Sperry  Band  and 
Honeywell,  which  depreciate  their 
computers  in  five  and  six  years  re- 
spectively. It  has  also  deferred  Cen- 
tury marketing  costs.  All  this  will 
give  a  lift  to  earnings,  but  it  leaves  < 
IBM  as  the  industry's  most  con- 
servative bookkeeper. 

"Business  As  A  Game" 

In  his  recent  book  by  that  title, 
.  author  Albeit  Z.  Carr  points  out  that 
many  businessmen  lose  their  per- 
sonal force  because  they  have  been 
conditioned  to  think  of  business  as  a 
profession  and  not  the  game  that  it 
is.  "Until  he  comprehends  the  nature 
of  business,"  says  Carr,  "until  he 
takes  a  realistic  view  of  the  business 
game  and  of  the  requirements  that  it 
imposes  on  the  players,  he  is  an  easy 
target  for  stress  illness."  Anyone 
who  enters  business,  "if  he  is  not 
forewarned  and  forearmed,  may 
find  himself  working  after  a  while 
in  a  mood  of  anxiety,  hostility,  or 
self-doubt."  Here  the  game  concept 
becomes  an  out.  "We  need  a  bul- 
wark," Carr  says,  "against  stress- 
producing  emotions— a  psychologi- 
cal shield  between  the  ego  and  the 
aggressiveness  of  others.  The  game 
concept  of  business  can  be  a  power- 
ful protection."  ■ 

CHANGE  OF  ADDRESS 

If  you  plan  to  move,  let  us  know 
a  month  before  so  we  can  change 
your  address  and  keep  FORBES 
coming  to  you.  Attach  a  recent 
mailing  label  and  fill  out  your  new 
address  in  the  space  provided 
below. 
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READERS  SAY 


Caveat  Editor 

Sib:  Since  Forbes  has  a  justifiably  high 
reputation  for  accuracy,  I  assume  your 
staff  Latin  scholar  was  on  vacation  when 
the  subheading  was  prepared  for  the  arti- 
cle on  page  23  of  the  Sept.  1  issue.  The 
sentence  should  read:  "In  investing,  ca- 
veat emptor  is  fast  changing  to  caveat 
vendor  and  even  'caveat  director. 

—Lloyd  H.  Bxiler 
Los  Angeles,  Calif. 

Sib:  What  can  one  expect  of  the  future 
when  magazines  such  as  Fobbes  do  not 
know  their  Latin':'  One  must  regret  the 
lack  of  contact  with  the  past  when  a 
magazine  as  estimable  as  yours  so  badly 
fails  its  Latin.  Oh,  temporal  Oh,  m 

-Pail  M.  Hlpf 

Judge, 

San  Francisco,  Calif. 

The  editor  who  made  the  original  error 
admits  he  flunked  high  school  Latin,  but 
the  editor  who  let  it  get  by  his  normally 
sharp  pencil  is  a  classical  scholar.  On 
Executive  Editor  Dero  Sounder's  office 
wall  hanus  a  Latin  motto.  Translated 
freely  it  reads:  "Anything  worth  doing  is 
worth  doing  to  excess"  Doesn't  that  hold 
for  checking  Latin  phrases?  Alibis  Saun- 
ters: "I  was  so  preoccupied  with  vendors, 
emptors  and  directors  that  I  forgot  all 
about  the  caveats"— Ed. 

Good  Architecture 

Sir;  It  is  high  time  that  architects  be 
bven  their  rightful  place  in  America's  ex- 
Banding  socio-economic  resolution.  Expo- 
sure such  as  your  editorial  (Sept.  I)  can 
go  a  long  way  in  creating  the  atmosphere 
for  exciting,  meaningful  architecture. 

— Hi  Hill  HI    W     ItlKMKll,  AIA 

Partner. 
Morris  Krtchum.  Jr   &    \ 

\,u  York,  N  V 

Sib:  Don't  you  mean  the  John  Hancock 
Mutual  Life  Insurance  Co.  building  of  100 
stories  on  Chicago's  North  Michigan  Ave- 
nue? 

—J.  A.  S  \l  NDERS 

President, 

The  General  Fireproofing  Co. 

Youngstown,  Ohio 

Yo-MSF. 

Flying  High 

Sib:  With  reference  to  your  editorial 
"Up  in  the  Air"  in  your  Aug.  15  issue, 
I  am  happy  to  see  your  comment  about 
United  Airlines.  I  have  been  traveling  be- 
tween 3,000-10,000  miles  per  month,  and 
have  become  increasingly  dismayed  at  the 
airlines'  growing  apathy  toward  good  cus- 
tomer relations.  In  fairness,  though,  you 
must  be  utilizing  different  airlines  than 
I  have  because,  based  upon  my  experi- 
ence, your  food  comparison  is  a  bum  rap. 
Could  you  be  letting  dissatisfaction  with 
ancillary  actions  and  services  affect  your 
opinion  of  the  food? 

—Kenneth  E.  Rhodes 
Boulder,  Colo. 
(Continued  on  page  90) 
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There  are  over  600,000  words  in  the  English  lan- 
guage. But  not  one  can  really  describe  just  how  good 
J&B  is.  So  when  it  comes  to  anyone's  word  on  J&B  — 
don't  take  it. 

Take  a  drink  of  J&B  instead. 

Savor  its  special  taste  for  yourself.  You'll  discover 
the  flavor  of  J&B  is  unique.  Far  better  than  any  words 
can  convey.  Far  better  than  the  scotch  you  used  to  think 
was  great. 

And  you'll  be  anxious  to  pass  the  good  word  along. 
When  you  do,  do  it  right.  Forget  all  the  superlatives;  all 
the  glorious  adjectives.  And  simply  insist  they  taste  J&B 
for  themselves. 

Because  now  you  know  that  only  tasting  is  truly 
believing. 

no  man 
can  really  tell 
a  woman 
about  it 

The  unique  flavor  of 
J&B  Rare  Scotch 


pennies  more  in  cost 

worlds  apart  in  quality 

the  premium  product  of 

JUSTERINI  &  BROOKS 

founded  1749 
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The  bridge  of  steel  rails  spanning 
America  can  save  you  time  and  money 
on  shipments  between  Europe  and 
the  Orient.  Northern  Pacific  Railway  and 
connecting  lines  in  the  East  can 
now  meet  your  containerized  cargo  in 
Pacific  Northwest  ports  and  whisk  it 
by  rail  to  key  Atlantic  Coast  ports 
for  continuation  of  the  sea  voyage. 
And  vice  versa. 

Bridging  over  land  takes  20  days  less 
than  the  steamship  route  around 
Africa's  Cape  of  Good  Hope. 
It's  10  days  quicker  than  steaming 
through  the  Panama  Canal. 
And  there's  more:  Pacific  Northwest 
ports  served  by  NP  are  a  day  closer 
to  the  Orient  by  steamship  than 
California  ports. 

Makes  pretty  good  sense,  doesn't  it, 
to  investigate  the  land  bridge  plan 
NP  has  for  you?  Contact 
E.  M.  Stevenson,  VP-Traffic,  Northern 
Pacific  Railway,  St.  Paul,  Minnesota  55101 
Or  call  him  at  612-222-7773. 

This  is  the  way  to  run  a  railroad. 
The  way  we  run  the  Northern  Pacific. 


i  m  HIIDNS 


ml 


s  land  bridge  across  the  US 
eeds  your  cargo  between 
rope  and  the  Orient. 


bacK  in  ioyu,  it  you  Decame  uisauieu, 
friends  passed  the  hat. 
Our  Paul  Revere  Life  Insurance  Company 
figured  out  a  better  way. 

A  good  thing. 

People  just  don't  seem  to  have 
friends  like  those  any  more. 


Not,  mind  you,  that  they 

wouldn't  want  to  help.  It's  just 

that  everything  costs  so  much 

more  nowadays. 

Our  people  recognized  the  problem.  And 

pioneered  the  non-cancellable,  guaranteed 

premium  income-replacement  policy. 

Likewise  guaranteed  renewable,  adjust- 
able premium  health  plans.  And  some  of 
the  finest  values  in  life  and  group  insurance. 


You'd  think  a  far-sighted  company  like 
that  would  grow.  You're  right. 

In  fact,  today  Paul  Revere  is  the  Number-1 
non-cancellable  disability  insurance  com- 
pany. And  well  up  among  the  leaders  in  life 
and  group  insurance,  too. 

It  was  also  a  natural  choice  to  extend 
Avco's  capabilities  in  the  field  of  financial 
services,  which  began  with  the  acquisition 
of  the  Delta  Acceptance  Corporation  Limited. 

For  Paul  Revere,  the  act  of  joining  forces 
with  Avco  made  it  a  dynamic  part  of  one  of 
America's   fastest   growing   business   com- 


plexes. It's  a  complex  that  spans  the  spec- 
trum  of  products  and  services  from  aero- 
space and  farm  equipment  to  broadcastinc 
and  abrasives. 

By  melding  vigorous  companies  like  these 
under  the  Avco  banner,  each  becomes  ever 
stronger  through  its  association  with  the 
others. 


And  what  a  way  to  grow. 


y^i  ?M 


Avco  is  50,000  people  moving  ahead  in  a  dozen  growing,  expanding  businesses.  Avco  Corporation,  750  Third  Avenue,  New  York  10017.  An  equal  opportunity  employe 


'With  all  thy  getting  get  understanding' 


Fact  and  Comment 


LET'S  GET  CRACKING 


The  major  piece  in  this  issue  is  about  transportation. 

Rather,  the  increasing  lack  of  it. 

And  win 

The  needs  and  the  solutions  are  both  obvious  and  simple. 
Sooner  rather  than  later  an  abused  public  will  become  suffi- 
iently  outraged  to  demand  action  from  city  and  or  state 
nul  or  federal  governments.  The  actions  demanded  under 
lat  kind  of  pressure  will  probably  be  precipitous,  hurtful 
md  of  little  long-term  value,  i.e.,  steps  such  as  banning 
ars  from  choked  areas  of  a  city  like  New  York's  Manhattan 
Island  for  reasons  of  traffic;  banning  cars  from  midtown 
areas  because  of  a  rise  in  death  from  air  pollution,  etc.  Al- 
ready flights  to  and  from  crowded  airports  are  being  re- 
stricted—which, of  course,  leads  to  bigger  traffic  bottlenecks 
as  the  only  way  to  get  there  is  on  rubber  wheels  because 
there  are  no  iron  wheels  left. 

If  I  were  responsible  for  seeing  that  each  month's  sale 
of  my  company's  brand  of  gasoline  or  car  or  cement  ex- 
ceeded the  previous  month,  I  too  would  press  for  more 
highways  and  oppose  every  penny  for  alternate  forms  of 
transportation. 

But  if  I  were  a  top  executive  or  a  director  of  those  com- 
panies, I  would  also  be  deeply  concerned  with  where  the 
company  was  going  to  be  five  and  ten  years  from  now  as 
well  as  next  month. 

The  men  running  these  companies  for  the  most  part  have 
enormous  capability  and  lots  of  them  have  real  vision. 

If  they  set  to  work  on  the  problems,  any  one  of  these 
companies  can  take  the  lead  in  broadening  their  business 


to  include  the  designing  of,  the  tooling  for,  the  means  of 
urban  rapid  transit;  new  and  better  ways  of  getting  to  new 
and  better  airports  out  of  urban  and  suburban  areas;  pro- 
viding the  hard  thinking  and  the  hardware  needed  to  handle 
the  air  traffic  of  today  and  of  tomorrow. 

It  boggles  the  imagination  to  think  of  the  building  needs, 
the  cement  needs,  the  various  fuel  needs,  the  4-wheel  needs 
that  will  be  associated  with  whole  new  transportation  centers 
accessible  to,  but  not  plunk  in  the  middle  of,  our  over- 
crowded cities. 

In  the  greatest  megalopolis  of  them  all,  the  instrument 
created  to  handle  such  problems  is  now  engaged  on  a  mon- 
strous scale  in  increasing  those  problems.  The  New  York 
Port  Authority  is  building  skyscrapers  to  compete  with  pri- 
vate enterprise,  with  tax  free  advantages  and  the  credit 
that  were  intended  for  use  in  helping  to  solve  New  York 
City's  complex  transit  needs.  The  PA's  Tobin  Towers  will 
bring  tens  of  thousands  of  people  into  an  area  of  the  city 
that  cannot  now  handle  its  traffic,  feed  or  move  its  people 
with  any  degree  of  speed  or  comfort  or  certainty. 

What  a  travesty  of  point  and  purpose. 

If  the  fumes  don't  kill  us,  fuming  in  traffic  jams  will  bring 
on  the  apoplexy  that  will. 

There  is  hope  for  solutions  and,  surprising  as  it  may  seem, 
the  best  hope  lies  in  those  now  running  giant  businesses, 
men  who  are  beginning  to  see  that  tomorrow's  profits  lie 
in  developing  solutions  to  today's  problems  instead  of  stick- 
ing to  narrow  courses  that  every  month  further  complicate 
these  problems. 
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STOCKPILING  MANAGEMENT 


Some  top  executives  in  companies  that  are  acquiring 
other  companies  right  and  left  have  claimed  they  can  do  so 
and  provide  new  head  men  because  they  have  "stockpiled" 
managers. 

Sounds  like  a  lot  of  nonsense  to  me. 

Not  many  sharp  young  men,  or  keen  middle-aged  ones, 
or  able  experienced  older  ones  (there  are  some  of  us,  you 
know)  will  long  sit  around  stockpiled,  waiting  for  some  Big 
Operator  to  hand  out  a  steering  wheel. 

Developing  tomorrow's  executives  probably  takes  as 
much  or  more  time  on  the  part  of  today's  management  as 
any  other  activity.  When  these  new  men  have  finished  the 
road  tests  and  are  ready,  they  get  moved  up.  Not  stockpiled. 

Among  the  Conglomerateers  I've  met,  the  ones  who  im- 
pressed me  as  most  astute  emphasized  that  very  high  among 
the  important  attractions  for  an  acquisition  are  good  manage- 


ment men— either  presently  in  the  top  slots,  or  availab 
just  under  it. 

Thumb  twiddling,  doing  nothing,  doesn't  appeal  to  abl 
ambitious  men.  Such  a  task  soon  becomes  more  onerous  ths 
any  job  is  ever  likely  to  be. 


CRAZY 


Here's  an  example  of  the  type  of  award  for  injury  that 
puts  in  jeopardy  insurance  firms,  the  availability  of  liabil- 
ity insurance,  the  viability  of  our  insurance  system: 

Not  long  ago  a  baker  who  specializes  in  tossing  pizzas 
was  in  an  automobile  accident.  As  a  result  of  a  neck  injury, 
he  can  no  longer  twirl  the  pizza  dough  above  his  head  and 
toss  it  ten  feet  into  the  air  .  .  .  neither  of  which  skills  is 
required  actually  to  make  a  pizza. 


However,  the  New  York  State  Supreme  Court,  no  les 
awarded  the  baker  $335,000. 

Yes,  $335,000. 

Not  for  the  loss  of  the  ability  to  make  pizzas,  whi« 
apparently  the  baker  still  has,  but  for  the  loss  of  the  abili 
to  twirl  'em  and  toss  'em. 

Such  incredible,  astronomical  nonsense  has  incalculat 
consequences— and  they're  all  bad. 


CHARACTERS 


Everyone  loves  a  "character"— so  long  as  one's  exposure 
to  whatever  it  is  that  makes  a  character  a  character  isn't 
too  often  or  too  long. 

Behavior  that  would  be  branded  as  bad  taste  or  bad  man- 
ners or  simply  bad  by  us  ordinary  mortals  becomes  a  charm- 
ing idiosyncrasy  or  eccentricity  if  one  is  a  genius  or  has 
S  jillions. 

For  instance,  Steven  Birmingham,  in  his  fascinating  book 
Our  Croud,  tells  this  anecdote  about  Adolph  Lewisohn: 

As  a  host,  Adolph  insisted  on  a  few  preroga- 


tives. Though  he  was  more  a  listener  than  a  talker, 
he  did,  whenever  he  had  anything  to  say,  demand 
that  everyone  else  in  the  room  be  silent.  He  en- 
joyed playing  bridge,  but  had  a  highly  individual 
approach  to  the  game.  The  following  is  a  typical 
Lewisohn  bridge  contract: 

Lewisohn  (dealer):  "One  club." 

West:  "Two  diamonds." 

North:  "Two  spades." 

East:  "Five  diamonds." 

Lewisohn:  "One  club." 

The  hand  was  played  at  one  club. 

Now,  you  must  admit,  that  is  delightful. 

So  long  as  it  happened  to  three  other  people. 


BEING  BORED  IS  BORING 

When  you  are,  you  are  to  others. 


—Malcolm  S.  Forb 

Editor-in-Cl 


We  pay  people 

like  Jean  Salvarelli  of  Paris 

to  cheer  their  heads  off 

at  Shea  Stadium. 


Jean  is  on  a  six-week  visit  to  New  York— in- 
cluding an  afternoon  at  a  Mets  baseball  game. 

At  home,  Jean  is  Director  of  Public  Rela- 
tions for  our  French  companies.  He  is  typical  of 
the  people  participating  in  PRIME,  ITT's  Program 
for  International  Manager  Exchange,  a  plan  to  de- 
velop the  skill,  initiative,  and  dedication  of  our 
international  executive  group. 

In  PRIME,  managers  spend  time  away  from 
their  regular  jobs  learning  how  managers  think, 
work  and  play  in  other  countries— right  down  to 
Saturday  afternoon  at  the  Stadium.  This  broadens 
their  perspective  and  orients  them  to  working 
well  as  members  of  ITT's  international  executive 
team. 

Today  we  have  offices  and  factories  in  67 
countries,  and  sales  outlets  in  56  more.  Our  oper- 
ations include  industries  as  diverse  as  telecom- 


munications, data  processing,  mutual  fund 
management,  car  rentals,  educational  training 
services,  underseas  cables,  satellite  communica- 
tion stations,  hotels  and  motor  inns,  and  home 
and  community  building  (through  Levitt  &  Sons). 

Because  ITT  is  a  new  kind  of  company,  ac- 
tive in  many  fields,  we've  had  to  throw  away  the 
old  textbooks  and  devise  new  kinds  of  training 
programs  to  help  our  diverse  executives  speak  a 
common  management  language.  PRIME  is  one 
approach  to  developing  this  corporate  philosophy. 

Our  World-Wide  Executive  Seminar  is  an- 
other approach  we  use  to  give  a  wide  cross  sec- 
tion of  our  corporate  and  company  managers 
insight  into  the  ITT  approach  to  decision-making. 
Comptrollers,  industrial  engineers,  and  market- 
ing directors  from  many  countries  and  businesses 
meet  together  to  study  actual  business  problems 
and  use  ITT's  unique  concept  of  management  to 
reach  effective  solutions. 

The  result  of  these  programs  is  the  develop- 
ment of  a  new  breed  of  executive— at  home  in 
many  countries  and   many  businesses,  and 
equipped  to  deal  with  a  wide  variety  of  oppor- 
tunities for  ITT's  growth. 

In  all  areas,  our  management  skills  and 
widespread  resources  generate  increased  compe- 
tition within  industries  which  leads  to  more  effi- 
cient use  of  manpower  and  material.  This  means 
a  better,  safer,  more  comfortable  life  for  you  and 
people  all  over  the  world. 

Programs  like  PRIME  and  men  like  Jean 
Salvarelli  help  make  it  so. 

International  Telephone  and  Telegraph 
Corporation,  320  Park  Avenue,  New  York,  New 
York  10022. 


ITT 
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In  the  last  100  years,  we've  watched  our  rivers  and  lak< 
poisoned  by  burgeoning  populations  and  booming  industry.  In  a  world  four-fifths  covered  with  o 
we're  in  danger  of  running  out  of  usable  water.  Crane  is  concerned  about  this  30  billion  dollar  pre  I 
Concern  has  led  to  involvement.  In  the  battle  against  water  pollution,  Crane's  super-efficient  t\ 
strainers  are  making  tons  of  water  fit  to  drink.  Crane  ion-exchange  technology  now  saves  milli ' 
gallons  of  industrial  water  every  hour.  Crane  research,  giving  priority  to  the  water  problem,  is  n\ 
breakthroughs  in  such  areas  as  improved  desalination  and  the  treatment  of  industrial  and  muif 
effluents.  In  water  treatment  and  pollution  control,  Crane  is  attacking  the  problem  with  our  ow| 
cial  brand  of  creative  know-how.  It's  a  growing  challenge.  But  as  the  challenge  grows,  so  grows 
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Forbes 


Fighting  on  Two  Fronts 


If  you  have  wondered  why  Deere  &  Co.'s  earnings  are  down,  consider  this:  It  is  expanding 
simultaneously  in  two  new  directions  and  against  some  of  the  toughest  competition  around. 


ii  hi  are  tractors  and  there  are 
ictors.  Deere  &  Co.  grew  and  pros- 
red  through  its  single-minded  dedi- 
tion  to  producing  them— and  other 
ichinery  for  the  nation's  farmers, 
iterpillar  Tractor,  however,  virtually 
andoned  farm  tractors  for  construc- 
in  equipment.  International  Harves- 
r  and  Allis-Chalmers,  on  the  other 
ind,  both  greatly  diversified.  In  stay- 
g  with  the  farmer,  Deere  grew  into  a 
Ibon-dollar  company,  the  biggest 
rm  machinery  maker  in  the  U.S.  Hut 
>\v.  tor  the  first  time,  Deere  manage- 
ent  is  looking  beyond  the  farm. 

We  are  according  construction 
ruipment  equal  status  with  farm  ma- 
imer)    in    our    goals,"    sa\s    William 

Hewitt,  54-year-old  chairman.  "If 
instruction  equipment  eventualh 
[ualed  halt  of  our  farm  volume  or 
ore,  that  would  suit  us  fine.'" 
Deere  got  into  construction  equip- 
ent  almost  by  accident.  A  dozen  years 
go,  management  noticed  thai  some 
actors  were  being  bought  for  use  as 
instruction  equipment;  strictly  light- 
uty,  ot  course,  but  nonetheless  con- 
ruction  equipment  {see  box,  p.  20). 
ere  was  a  profitable  sideline  that 
eere  could  develop  with  a  minimum 
nount  of  expense  and  attention.  So 
eere  began  installing  special  equip- 
ent  at  the  factory,  introduced  a  few 
ew  models  and  eventually  devoted  an 
lure  factory  to  industrial  equipment. 

I'he  business  grew.  Today  Deere  is 
robably  the  largest  builder  of  light- 
weight crawler  tractors.  It  is  also  an 
mportant  producer  of  industrial  trac- 
iors,  loaders  and  back-hoes.  Hewitt 
laims,  in  fact,  that  Deere  has  the 
greatest  dollar  volume  of  anyone  in 
(he  light  end  of  the  business. 

Rut  this  sounds  more  impressive 
pan  it  is:  Deere  is  strictly  in  the  small- 
jicket  end  of  the  business  and  its  total 
lollar  sales  remain  small  {see  table). 
Not  only  small  but  vulnerable.  Last 
■  ear,  a  time  of  minor  recession  for  the 
ndustry,  Deere's  construction-machin- 
ery sales  plunged  from  $157  million  to 
pl25  million;  for  the  fiscal  year  ending 
October  31,  they  are  expected  to  climb 
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back  to  about  $140  million.  Which 
means  that— for  all  its  ambitions— Deere 
has  made  no  net  progress  at  all  in  three 
years. 

One  of  the  problems  has  been 
Deere's  gingerly  approach.  At  a  time 
when  it  was  spending  heavily  to  break 
into  overseas  markets  in  farm  ma- 
chinery—where its  rivals  International 
Harvester  and   Massev-Ferguson  were 


It's  Not  How  Many.  Deere  Chairman 
Bill  Hewitt  hopes  to  build  a  construc- 
tion-equipment dealer  network  that's 
as  strong  as  Deere's  farm  machin- 
ery system.  "It's  not  too  good  to  have 
a  great  number  of  dealers,"  says 
Hewitt.    "It's  good  to   have  quality." 


already  well-established— management 
hesitated  to  launch  a  second  major  ex- 
pansion program.  After  all,  on  foreign 
sales  of  less  than  $750  million  since 
1962,  Deere's  losses  are  estimated  at 
$50  million  or  more.  So  in  the  construc- 
tion equipment  market,  Deere  con- 
tented itself  with  upgrading  its  farm 
tractors  and  engines.  But  this  meant  a 
limited  line.  This  policy  ran  into  trouble 
when  rival  Massey-Ferguson  in  1957 
began  introducing  a  whole  new  line  of 
light  construction  machines. 

Clearly,  a  recent  move  setting  up  a 
separate  distribution  system,  dealer 
network  and  marketing  department 
came  none  too  soon.  "We  want  as  few 
men  as  possible  wearing  two  hats 
around  here,"  says  Hewitt.  "We  want 
our  marketing  men  to  devote  full  time 
to  farm  machinery  or  to  construction 
equipment."  Last  winter  Deere  un- 
veiled two  new  models:  a  small  articu- 
lated road  grader  and  a  small  articu- 
lated four-wheel-drive  loader.  Still,  the 
line  remains  quite  shallow,  a  one-of-a- 
type  selection:  one  four-wheel-drive 
tractor,  one  scraper,  one  grader,  one 
four-wheel-drive  loader,  two  crawlers, 
one  industrial  tractor  and  six  farm 
tractors.  But  more  are  on  their  way. 
Says  Robert  J.  Gerstenberger,  director 
of  industrial  equipment  marketing: 
"We  certainly  don't  believe  that  we 
can  be  very  successful  by  having  one 
model  of  this  and  one  model  of  that.  As 
our  technology  improves  and  our  dealer 
capability  improves,  we  will  be  adding 
new  units." 

It  will  be  forced  to— as  much  to 
strengthen  its  dealers  as  to  win  new 
customers.  Deere's  U.S.  construction- 
equipment  dealer  network  is  more  de- 
veloped than  those  of  Case  and  Mas- 
sey-Ferguson but  less  so  than  those  of 
Clark  and  Allis-Chalmers. 

Then,  too,  Deere  is  weak  overseas, 
whereas  M-F,  Clark  and  International 
are  very  strong.  Finally,  Deere,  like 
other  newcomers  in  the  field,  has  no 
well-known  construction  men  in  its 
executive  ranks— Gerstenberger  and 
others  are  farm-machinery  people.  This 
may  or  may  not  prove  a  handicap. 
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On  the  plus  side,  Deere  has  three 
big  things  going  for  it:  money,  produc- 
tion knovvhow  and  good  management. 
As  against  Deere's  $1,086  million  in 
sales  for  1967,  it  had  working  capital 
of  $588  million,  equity  capital  of  $645 
million.  The  company  could  probably 
handle  considerably  more  volume  with- 
out unduly  straining  its  capital  position 
—even  in  a  business  like  construction 
equipment  which  requires  a  good  deal 
of  capital. 

Moreover,  if  profitability  is  a  meas- 
ure of  productivity  and  good  manage- 
ment, Deere  stands  first  among  farm- 
machinery  makers:  In  the  last  Forbes 
Annual  Report  on  American  Industry 
(Jan.  1),  Deere's  five-year  average  re- 
turn on  equity  (12.3%)  and  operating 
profit  margin  (19.4%)  easily  outdis- 
tanced the  performances  of  Allis-Chal- 


mers,  International,  Massey-Ferguson 
and  Case.  Says  Hewitt:  "I  doubt  that 
these  other  companies  have  the  same 
capacities  that  we  have,  in  manufac- 
turing facilities  and  capital  expendi- 
tures, to  grow  at  the  same  rate  we  hope 
to  grow." 

And  what  is  that  rate?  "Within  five 
years,"  says  President  Ellwood  F.  Cur- 
tis, "construction  equipment  should  ac- 
count for  between  20%  and  30%  of  our 
total  worldwide  sales.  This  means  sales . 
of  at  least  $300  million,  perhaps  even 
$450  million."  At  least  a  doubling  of 
both  dollar  sales  and  market  share,  to 
perhaps  5%  of  a  $6-billion  construction- 
machinery  market.  After  that?  "As  to 
whether  or  not  we  would  extend  our- 
selves into  heavy  equipment,  that  de- 
cision has  not  yet  been  made,"  Curtis 
says.  One  reason  perhaps  that  it  has 


not  is  that  Deere  is  still  up  to  its  ears  in 
expanding  its  farm-machinery  businesi 
overseas;  this,  combined  with  the  set- 
back in  construction  equipment,  ao 
counts  in  good  measure  for  Deere'j 
relatively  poor  earnings  in  1965  anc 
1967;  this  year's  results  were  mad* 
still  worse  by  a  costly  six-week  strife 
Jast  winter. 

But  Curtis  and  Hewitt  both  knov 
that  the  big  money  is  in  heavy  cob 
struction  machinery— giant  crawlers 
scrapers  and  such.  Says  Hewitt:  "W< 
find  ourselves  edging  more  and  mon 
into  the  larger  equipment  and  int< 
competition  with  Caterpillar  and  th( 
bigger  models  of  International  and  Al 
lis-Chalmers."  Which,  of  course,  raise 
the  question:  Can  a  company,  even  a: 
well-run  as  Deere,  just  "edge"  inh 
competition  with  Caterpillar?  ■ 


THE  COMING  COLUSON  IN  CONSTRUCTION  EQUIPMENT 


The  construction  equipment  indus- 
try consists  of  two  nearly  equal  but 
very  different  parts:  Caterpillar 
Tractor  Co.,  with  30%  of  the  market, 
and  everyone  else.  This  is  quite  an 
industry.  Worldwide  it  is  $5  billion. 
By  products  it  covers  crawlers, 
scrapers,  wheel  tractors,  excavators, 
loaders,  trenchers,  cranes,  power 
shovels,  rollers,  rock  crushers,  pneu- 
matic drills,  pipe  layers  and  dump 
trucks.  By  market  it  covers  road 
building,  dam  construction,  high- 
way maintenance,  mining,  quarry- 
ing, oil  drilling,  housing  and 
commercial  construction,  logging, 
agriculture  and  general  utility.  It's 
a  fragmented,  hard-to-define  indus- 
try, not  nearly  so  tidy  as,  say,  farm 
machinery  or  heavy  trucks. 

Tidy  or  not,  Caterpillar  (Forbes, 
Oct.  15,  1965)  dominates  it.  Cat's 
dominance  is  based  on  two  things: 
An  excellent  product  line  and  a 
dealer  organization  that's  the  best 


in  the  industry,  perhaps  the  best  in 
any  industry.  Cat  accounts  for  about 
40%  of  the  U.S.  market,  nearly  30% 
of  the  world  market,  and  both  shares 
would  be  much  higher  if  you 
counted  only  big  machines,  which 
are  Cat's  specialty.  It's  fair  to  say 
that  the  other  manufacturers  com- 
pete more  among  themselves  than 
against  Caterpillar. 

This  competition  is  sure  to  get 
stiffer.  It  is  going  to  get  stiffer  for 
two  big  reasons:  1)  because  con- 
struction equipment  is  a  logical  area 
for  farm-machinery  companies  to 
grow,  and  2)  because  the  possibili- 
ties for  the  market  are  breathtaking. 
What  with  the  world  population  ex- 
plosion, the  earth's  surface  is  going 
to  have  to  be  rearranged— for  better 
food  production,  for  transportation, 
for  new  cities,  for  water  supplies.  Of 
the  present  $5-billion  free-world 
market,  nearly  80%  is  currently  in 
the  U.S.;  overseas  the  surface,  liter- 


Construction  Equipment's  Big  Ten 

Combined,  these  North  American  manufacturers  account  for  $3  billion  in  yearly 
sales,  about  two-thirds  of  the  $5-billion  world  market.  While  Caterpillar  is,  in 
effect,  the  General  Motors  of  the  industry,  none  of  its  competitors  is  yet  big 
enough  to  count  as  the  Ford  or  Chrysler. 


Company 


Headquarters 


Construction  Return 

Total  Equipment  Net  on 

Sales  Sales  Earnings*  Equity 


Caterpillar  Tractor 

International  Harvester 

Allis-Chalmers  Mfg. 

Koehring 

Clark  Equipment 

General  Motors 

J.  I.  Case 

Deere  &  Co. 

American  Standard  t 

Massey-Ferguson 


Peoria,  III. 


$  1,472.5    $1,356 


Chicago  2,541.9  337 

West  Allis,  Wis.  821.8  222 

Milwaukee  185.4  148 

Buchanan,  Mich.  489.5  135 

Detroit  20,026.0  132 

Racine,  Wis.  344.5  130 

Moline,  III.  1,086.4  125 

New  York  905.2  105 

Toronto  913.3  79 


7.2% 

3.7 

0.6 

4.6 

4.7 

8.1 

1.0 

5.3 

2.8 

2.9 


12.5% 

6.4 

0.1 
15.5 
13.6 
18.7 

3.4 

5.8 

8.8 

4.2 


•As  a  i  .iles.  All  dollar  figures  in  millions  for  Litest  fiscal  year. 

Construction  equipment   sales  figures  .ire  FORBES  estimates  in  mosl   I 
tlncludes  Wcstmghouse  Aii  Brake,  acquired  June  1968. 


ally,  has  been  barely  scratched. 

There  is  already  plenty  of  com- 
petition. International  Harvester 
(Forbes,  Aug.  15)  has  big  plans 
for  its  construction-machinery  divi- 
sion, historically  its  weakest  major 
product  line.  So  has  Canada's  Mas- 
sey-Ferguson, a  company  with  a 
tremendous  worldwide  marketing 
and  production  setup.  J.  I.  Case  is 
now  57%  owned  by  Tenneco,  a  mul- 
ti-billion conglomerate  with  ample 
sources  of  capital.  Allis-Chalmers, 
a  company  with  good  products  but 
serious  management  problems,  has 
had  an  infusion  of  new  management 
(Forbes,  Sept.  15).  White  Motors, 
another  near-$l-billion  company, 
has  big  plans.  So  do  Clark  Equip- 
ment and  Koehring  Co.,  both  tough 
and  well-managed  companies. 

Meanwhile,  at  the  heavy  end  of 
the  market,  General  Motors  is  a 
rough  contender.  This  may  seem 
strange  because  GM,  under  threat 
of  antitrust  action,  this  year  sold  the 
construction-oriented,  off-highway 
dump  truck  part  of  its  Euclid  divi- 
sion to  White  Motor,  thus  losing 
$45  million  in  yearly  sales  as  well 
as  the  Euclid  name.  But  the  divesti- 
ture could  prove  a  blessing  in  dis- 
guise because  GM  can  now  move 
aggressively  into  the  market  without 
worrying  about  antitrust  action. 
GM's  Earthmoving  Equipment  di- 
vision, as  it  is  now  called,  is  selling 
an  established  line  of  modern  load- 
ers, scrapers  and  crawlers;  is  work- 
ing on  a  new  line  of  dump  trucks 
for  introduction  in  1972;  and  is 
building  a  new  engineering  and  de- 
velopment center  at  division  head- 
quarters in  Hudson,  Ohio. 
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Profits  at  Tiffany's 


Tiffany's  has  a  profit  statement  that's  as  gilt-edged  as  its  reputation. 
Which  proves  that  good  merchandising  doesn't  have   to  be  flashy. 


i  BUSINESSMAN  is  supposed  to  find  out 
.hat  the  public  wants  and  provide 
;.  Walter  Hoving,  TO.  chairman  of 
sew  York's  Tiffany  &  Co.,  thinks  this 
>  nonsense  in  an  affluent  society,  and 
■e's  out  to  prove  that  it's  nonsense.  He's 
n  the  process  of  turning  the  old  car- 
iage-trade  house  not  into  a  mass  mer- 
handiser  but  into  a  class-mass  mer- 
handiser. 

Tiffany's  sales  have  nearly  doubled 
n  the  past  five  years  while  profits  have 
lone  even  better:  up  from  $670,000  to 
2.1  million.  This  year  it  expects  profits 
o  be  at  least  10'-  ureater.  Moreover. 
Sffany's  no  longer  sits  and  waits  for 
he  affluents  to  come  to  it;  it  goes  after 
hem.  In  addition  to  its  famed  high- 
nlinged  store  on  the  corner  of  Fifth 
.venue  and  57th  Street.  Tiffany  now 
as  branches  in  San  Francisco.  Beverly 
fills.  Chicago,  Houston;  proposals  for 
.s  many  as  50  other  branches  sit  on 
rlovinn's  desk.  Hoving  is  loath  to  pin- 
point Tiffany's  ultimate  size  but  opti- 
nistically  predicts  "that  the  store  will 
»et  just  as  large  as  the  management 
i  an  envision  and  the  Lord  will  permit." 
But  not  In    giving  the  public  what  it 

rants. 

"From  a  quality  or  design  stand- 
point, the  public  doesn't  know  what  it 
jrents,"  he  s.i\s  "This  is  where  all  the 
people  who  run  department  stores 
naki-  a  mistake.  The)  follow  the  old 
ruism  you've  got  to  give  the  public 
what  it  wants.  That's  wrong  in  today's 
affluent  society.  You  have  to  set  your 
own  standard  lor  taste" 

Selling  Self-Assurance 

Appropriately,  Hoving  is  not  a  jewel- 
er b)  trade.  He  headed  Manhattan's 
smart  Lord  &  Taylor  department  store 
before  coming  to  Tiffany's;  after  grad- 
uating from  Brown  i  1920)  he  studied 
tfesign  and  art  at  the  Metropolitan 
Museum  of  Art.  Thus  he  is  not  tied  to 
the  traditional  jeweler's  ideas  of  mer- 
chandising, and,  in  tact.  Tiffany's  does 
a  far  smaller  proportion  of  its  business 
in  expensive  gems  than  do  most  expen- 
sive jewelers. 

"What  appealed  to  me  about  Tif- 
fany's," he  s.i\s,  "was  the  chance  to 
apply  my  standards  of  taste  to  a  broad 
range  of  merchandise  without  having 
to  make  compromises  all  the  time."  A 
shrewd  businessman,  Hoving  knows 
that  this  attitude  makes  cents  as  well  as 
sense.  You  don't  have  to  stock  so  many 
items  if  you're  not  appealing  to  every- 
body's tastes;  also,  you  can  depend 
heavily  on  merchandise  you  manufac- 


"Aesthetic  Excitement."  Whether 
it's  a  $100,000  diamond  or  a  $5 
silver  key  ring,  that,  says  Walter 
Hoving,  is  always  Tiffany's  goal. 
Tiffany,  therefore,  is  more  than  a  re- 
tailer. When  it  can't  find  items  that 
meet  its  standards,  it  manufactures 
them.  For  example,  it  manufactures 
silverware  at  this  old  factory  in 
Newark,  N.J.  (right).  Being  its  own 
manufacturer  gives  Tiffany  broader 
profit  margins  than  other  merchan- 
disers. Perhaps  Tiffany  never 
achieved  greater  aesthetic  excite- 
ment than  it  did  in  1965  during 
New  York  City's  water  shortage, 
when  it  put  a  fountain  of  gin  on 
display  (above).  Unfortunately  for 
those  who  crowded  to  see  it, 
it  wasn't  for  sale.  It  probably 
would   have   sold   like,   well,   gin. 


ture  yourself  or  have  made  to  your  own 
specifications,  and  this  broadens  your 
profit  margins. 

The  story  is  in  the  figures.  In  the 
fiscal  year  ended  last  Jan.  31,  Tiffany 
netted  $2.1  million  on  sales  of  $25  mil- 
lion. That's  over  8%  net  on  sales.  Very 
few,  if  any,  merchandisers  can  equal 
that;  the  average  was  about  2%  and 
such  quality  stores  as  Marshall  Field 
and  Federated  Department  Stores 
reached  only  5%.  What  is  even  more 
impressive  is  that  Tiffany  made  this  net 
on  a  rather  slow  inventory  turnover 
(about  1.8  times  last  year  as  compared 
with  3.4  times  for  the  typical  retailer). 
And  at  13.6%  last  year,  its  return  on 
equity  compared  well  with  such  out- 
standing retailer  performers  as  Macy's 
with  10.7%  and  J.  C.  Penney's  17.3%. 

With  its  name  and  its  profitability, 
Tiffany's  would  be  a  toothsome  acqui- 
sition, but  Hoving,  who  fought  both 
Genesco  and  the  Bulova  interests  to  get 
control  of  it,  feels  that  "Tiffany  is  per- 
haps the  one  store  in  the  country  that 
should  stay  independent."  Hoving 
owns  over  14%  of  the  stock  himself.  To 
that  end,  he  realizes  that  the  company 
will  have  to  get  bigger.  This  he  expects 
to  accomplish  largely  through  expan- 
sion of  the  branch  store  network.  He 
foresees  the  day  "when  the  independ- 
ent jewelry  stores— which  used  to  be 
the  entire  business— will  be  elimi- 
nated." With  Walter  Hoving  and  his 
successors  helping  the  growing  number 
of  affluent  Americans  enjoy  their  af- 
fluence in   a  suitably   tasteful  wav.  ■ 
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Faces  Behind  the  Figures 


Emerson  E.  Mead 


Poker  Player 

"Hey  Bud,"  someone  asked  SCM 
Chairman  and  President  Emerson 
E.  Mead  at  his  annual  Montauk 
Point,  Long  Island,  fishing  party  for 
the  press,  "what  company  are  you 
going  to  take  over  next?" 

"No  company,"  came  a  rowdy 
voice  from  the  poker  table,  before 
Mead  could  answer.  "With  its  stock 
down  about  40%  this  year,  SCM's 
not  in  shape  to  acquire  anybody." 

Another  asked  why  last  year's 
earnings  were  so  lousy.  On  a  16% 
sales  increase  to  $744  million, 
SCM's  earnings  per  share  fc:  fiscal 
1968,  which  ended  last  June  30, 
dipped  27%  before  a  special  charge 
of  $4.7  million. 

Wincing,  Mead  explained  he 
faced  a  stacked  deck— and  he  didn't 


mean  at  the  card  table:  a  strike 
at  his  Glidden-Durkee  division, 
increased  competition  and  new- 
product  costs,  especially  in  his  copy- 
ing business.  Furthermore,  after 
seven  years,  Mead  had  thrown  in 
his  hand  in  the  Data  Processing 
Systems  division  which  he  sold  to 
Control  Data.  The  stakes  had  grown 
steadily  bigger,  his  chances  of  get- 
ting a  winning  pot  less. 

Shuffling  a  deck  of  cards,  Mead 
perked  up.  "We  wrote  off  so  much 
last  year,"  he  said,  "this  year's  earn- 
ings will  look  great  by  comparison." 
And  then,  too,  Bud  Mead  has  the 
reputation  of  being  a  long-term  win- 
ner. The  diversified  company  with 
the  growth  image  that  he  heads  is  a 
far  cry  from  the  little  typewriter 
company  that  grew  almost  seven- 
fold since  he  took  over  in  1960.  ■ 


Unaccustomed  Underdog 

Picturesque  as  it  is,  Dr.  Paul  Voltz. 
hardly  enjoys  the  view  from  his  of- 
fice overlooking  the  port  of  Ham- 
burg, Germany.  The  problem  is 
that  Voltz  is  an  executive  at  Ger- 
many's No.  One  shipbuilding  com- 
pany, and  all  too  many  of  the  craft 
he  sees  sailing  up  the  Elbe  these 
days  were  made  in  Japan.  Last  year 
the  Japanese  built  just  short  of  half 
of  the  15.8  million  tons  of  world 


Dr.  Paul  Voltz 


shipping;  Germany,  which  ten  years 
ago  had  15%  of  the  market,  last  year 
had  just  over  6%,  behind  even  the 
declining  British  industry  (8%).  As 
an  old-time  German  industrialist, 
Voltz  finds  the  role  of  underdog  un- 
familiar and  unbearable. 

Dr.  Voltz  recently  gave  up  the 
top  spot  in  West  Germany's  largest 
public  shipbuilding  firm,  Deutsche 
Werft  AG.  In  stepping  down  to  the 
company's  No.  Two  spot,  when  the 
company  agreed  to  merge  with  the 
government-controlled  Howaldts- 
werke  of  Hamburg  and  Kiel,  Voltz 
is  devoting  much  of  his  time  to  per- 
suading other  European  shipyards 
to  form  some  kind  of  a  united  front 
against  the  Japanese.  He  complains 
about  unfair  competition  because 
government  assistance  enables  Japa- 
nese yards  to  offer  longer-term  cred- 
its and  lower  interest  rates.  Sarcas- 
tically he  says:  "They  can  fall  on 
their  faces  if  they  don't  stop  increas- 
ing their  market  share."  But  aside 
from  the  possibility  of  some  kind  of 
European  retaliation,  the  62-year- 
old  engineer-executive  doesn't  have 
high  hopes  of  reversing  the  Japanese 
tide  very  soon.  ■ 
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Stuart  Saunders 


Weak   Script 

It  was  an  overflow  audience  at 
the  New  York  Society  of  Security- 
Analysts  early  last  month.  The 
speaker  was  Stuart  Saunders,  59, 
chairman  of  the  S6-hillion  (assets) 
Penn  Central  Co.,  and  it  was  his 
first  Security  Analysts'  appearance 
in  four  years.  I  am  pleased  to  re- 
port that  many  of  the  hopes  and 
plans  I  described  at  our  last  meet- 
ing have  now  become  realities," 
Saunders  began,  but  the  audience 
was  more  interested  in  the  realities 
than  in  the  hopes.  The  Wall  Street- 
ers  were  lookup  for  some  light  on 
the  recent  collapse  that  knocked 
nearly  20  points,  almost  $500  mil- 


lion, off  the  market  value  of  PC 
common.  Saunders'  performance 
was  a  letdown. 

Earnings?  "We  have  adopted  a 
firm  policy  of  not  forecasting  earn- 
ings," said  Saunders,  thus  begging 
a  very  big  question.  The  question: 
Why,  in  the  first  year  of  the  merger 
and  with  a  $275-million  reserve  to 
cover  costs  of  the  consolidation, 
were  the  PC's  earnings  going  to  fall 
far,  far  short  of  the  $6.44  a  share 
that  the  company  earned  on  a  con- 
solidated basis  in  1966? 

And  why  had  so  many  of  the  old 
New  York  Central's  bright  young 
men  drifted  away?  Men  like  Trans- 
portation Vice  President  John  Kene- 
fick  and   Executive  Vice  President 


Wayne  Hoffman.  Saunders  pre- 
tended the  problem  didn't  exist."We 
have  had  no  major  personnel  prob- 
lems. .  .  .  We  have  a  great  team." 

Why  had  Penn  Central  failed 
to  get  its  high-speed  New  York- 
Washington  passenger  train  into 
operation— originally  promised  for 
February  of  this  year  and  now  in- 
definitely postponed?  Said  Saun- 
ders, weakly:  ".  .  .  the  delay  has 
not  been  inordinate." 

Saunders  did  talk,  in  general 
terms,  about  the  potential  of  the 
PC's  huge  real-estate  operations,  its 
pipelines,  its  proposed  acquisition 
of  Kayser-Roth.  He  promised  that 
savings  from  the  merger  would  be 
greater  than  the  $80  million  he  had 
originally  predicted,  but  when?  And 
how  much?  Saunders  had  nothing 
to  say  on  either  count. 

Sympathetic  listeners  could  well 
understand  why  he  was  so  vague: 
PC  is  already  under  a  cloud  for 
some  previous  overoptimistic  earn- 
ings forecasts.  The  sickening  drop 
in  its  stock  has  been  a  major  em- 
barrassment. Moreover,  PC  is  in- 
volved in  touchy  negotiations  and 
litigation  and  hearings— with  the 
Interstate  Commerce  Commission 
for  higher  freight  rates;  before  a 
Federal  court  on  the  price  of  taking 
over  the  dying  New  Haven.  But 
after  listening  to  the  lackluster  per- 
formance of  the  usually  brilliant 
Saunders,  even  the  friendliest  listen- 
ers were  wondering:  Why  had  he 
bothered  to  appear  at  all  if  he  had 
nothing  to  say?  Why  did  such  a  good 
actor  choose  such  a  poor  script?  ■ 


All  Alone 

It  has  been  a  great  year  for  firms 
that  have  anything  to  do  with  com- 
puters to  go  public.  lint  John  T.  Gil- 
more  Jr.,  president  of  Boston's  pri- 
vately owned  Keydata  &  Adams 
Associates  Inc.,  can't  take  advantage 
of  the  boom.  "We're  still  in  the  red 
after  three  years,"  he  says. 

The  reason  is  that  Keydata  is  try- 
ing something  few  others  are  do- 
ing: time-sharing  for  business  data. 
Time-sharing  involves  numerous 
customers,  each  with  a  typewriter- 
like terminal  hooked  to  a  central 
computer.  But  virtually  all  time- 
sharing is  used  for  scientific  or  en- 
gineering problems.  Keydata  works 
differently.  Stored  in  its  big  Univac 
computer  are  the  daily  records  of 
nearly  100  smallish  companies.  In- 


John  T.  Gil  more  Jr. 


to  the  terminals  go  the  daily  figures. 
Out  of  the  Keydata  computer  comes 
back  invoices  and  updated  inven- 
tories. 

The  reason  that  Keydata  is  losing 
money  is  that  the  selling  job  is  so 
costly.  It  can  take  weeks  of  study 
to  convert  a  company's  operations. 
Gilmore  is  gambling  that  this  dis- 
advantage will  eventually  turn  into 
an  advantage:  "Once  we  sell  a  cus- 
tomer he  remains  sold."  He  is  add- 
ing new  customers  at  the  rate  of 
about  eight  a  month.  A  Canadian 
mutual  fund,  the  Guardian  Growth 
Fund  and  several  partners  at  White, 
Weld  &  Co.  are  among  the  backers 
who  have  put  more  than  $5  million 
behind  Gilmore.  If  the  program  pays 
off,  they  expect  to  end  up  with  a 
very  hot  property  for  the  new-issue 
market.  ■ 
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Faces  Behind  the  Figures 


Vincent  Lombard! 


Winning  Is  Our  Most 
Important  Product 

You  pay  $25  for  a  share  of  stock  in 
a  sick  little  outfit.  The  outfit  turns 
around  and  becomes  a  highly  prof- 
itable blue  chip.  Yet  20  years  later 
the  stock  is  still  worth  exactly  what 
you  paid  for  it— $25.  How  would 
you  feel?  Sore?  Well,  not  neces- 
sarily, not  if  the  stock  happened  to 
be  in  the  Green  Bay  Packers. 

When  the  football  team  almost 
went  under  in  1949,  the  local  busi- 
nessmen in  the  small  Wisconsin  city 
raised  $125,000  by  selling  5,000 
shares  of  stock  at  $25  each.  Last 
year  the  Packers  netted  $800,000. 
But  the  shares  are  still  only  worth 
$25  each.  That's  because  they  are 
nontransferrable  and  nondividend- 
declaring  (profits,  except  for  a  small 
reserve,  must  be  plowed  back  into 


the  business  or  distributed  to  the 
players ) .  And  they  can't  be  bought 
out  because  the  National  Football 
League  forbids  ownership  of  teams 
by  profit-making  corporations. 

Profits  hardly  seemed  likely  in 
1949.  But  in  1959  a  man  named 
Vincent  Lombardi  arrived  in  Green 
Bay,  fresh  from  a  successful  career 
—including  two  Eastern  Division 
titles  and  a  World  Championship— 
as  offensive  line  coach  of  the  New 
York  Giants.  From  last  place  in  the 
NFL  in  1958,  Lombardi's  team  won 
the  Western  Division  title  in  1960, 
and  five  World  Championships 
since.  "We  became  profitable  when 
we  started  winning,"  he  says. 

But  TV  helped,  too,  currently  to 
the  tune  of  $1.2  million  a  year.  "The 
packaged  NFL  television  contract 
with  the  Columbia  Broadcasting 
System   helped   the  Packers   more 


than  anything  else,"  Lombardi  says. 
"Before  that  each  team  made  its 
own  contract  with  the  network  and 
the  sets  we  could  reach  in  Green 
Bay  were  nothing  compared  to 
what  a  New  York  or  Chicago  team 
could  reach." 

Lombardi,  55,  stepped  down 
from  his  coaching  duties  this  year 
to  devote  full  time  to  his  job  as 
general  manager  of  the  corporation. 
He  was  succeeded  as  head  coach 
by  J.  Philip  Bengtson.  Lombardi 
says,  "We  had  so  many  problems 
with  the  league  office  and  labor 
relations  problems  with  the  players, 
it  was  impossible  to  handle  that  and 
coaching  too.  But  I'm  still  very 
much  in  evidence,"  he  insists. 

Even  though  it  can't  pay  divi- 
dends, Lombardi  still  thinks  of  the 
Packers  as  a  business.  "Our  prod- 
uct," he  says,  "is  a  winning  team."  ■ 


The  Price  Was  Right 

Alittlf  ovei  a  year  ago,  Joseph  L. 
Zoline's  MSL  Industries  was  on  the 
verge  of  merging  with  Montgomery 
Ward.  President  Zoline  says  he 
backed  out  0f  the  deal  after  "I  re- 
ceived nearly  300  calls  and  letters 
from  stockholders,  all  saying  that  we 
should  remain  independent." 

Those  stockholders  did  them- 
selves no  favor:  The  deal  offered  by 
Ward  would  todaj  he  worth  about 
$62  a  share  of  MSL  common;  hut 

MSI.     now    srll,  i  <  Ut 

which  leaves  its  st<  M>me 

$34  million  poorer  or  ian  if 

the  merger  had  been  cons 
The  company  is  a  smallish     >967 
sales;    $108  million)    Los    \.\ 


Joseph  L.  Zoline 


based  conglomerate,  involved  in 
furniture,  luggage,  room  dividers, 
small  electrical  motors,  plastic  prod- 
ucts and,  quite  literally,  nuts  &  bolts. 
MSL  earned  $4.84  a  share  in  1965 
and  $4.01  in  1966,  but  earnings 
last  year  fell  to  $2.19.  The  problem 
was  chiefly  in  the  plastics  business, 
where  the  company  has  had  to 
spend  heavily  to  modernize. 

Zoline,  a  lawyer  and  onetime  ex- 
ecutive of  the  Hilton  Credit  Corp., 
expects  that  this  year  will  be  much 
better  than  1967.  But  will  it  be 
enough  better  to  leave  MSL  stock- 
holders as  well  off  as  if  the 
Montgomery  Ward  deal  had  gone 
through  —  especially  in  a  market 
where  conglomerates,  even  the  big 
and  proven  ones,  are  out  of  favor?  ■ 
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Suburb  in  the  Sky 

There  are  a  lot  of  people  nowa- 
days who  want  to  live  near  their 
work.  To  this  simple  statement  most 
harrassed  commuters  would  say: 
'"Amen."  Yet.  this  simple  observa- 
tion happens  to  be  the  basis  for  John 
Hancock  Mutual  Life  Insurance 
Co.'s  expanding  real-estate  business. 
The  man  responsible  for  the  com- 
pany's "Walk  to  Work"  real-estate 
pitch  is  Gordon  Emerson,  senior 
vice  president  of  the  mortgage  and 
real-estate  department  in  the  huge 
(assets:  $9.5  billion)  company. 

But  how  do  you  beat  the  high 
price  of  downtown  land?  The  an- 
swer is:  vertical  expansion;  go 
straight  up.  The  first  major  appli- 
cation of  the  idea  is  John  Hancock's 
new  Chicago  building  (see  p.  11) 
which  will  soar  100  stories  above 
the  Windy  City's  skyline. 

The  Chicago  building,  according 
to  Emerson,  "will  be  a  sort  of  verti- 
cal town  with  its  own  vertical  trans- 
portation system  [elevators]." 

The  Chicago  building  is,  indeed, 
a  "vertical  town,"  covering  a  whole 
city  block.  In  the  building,  below 
ground,  there  will  be  a  skating  rink, 
restaurants    and    shops.    From    the 


Gordon  Emerson 


first  through  the  fifth  floors  will  be 
a  Bonwit  Teller  department  store 
and  a  bank  and  brokerage  firms. 
From  the  sixth  floor  through  the 
12th  will  be  parking  space.  Office 
space  will  continue  from  the  13th 
on  up  to  the  42nd  floor,  and  from 
there  on  up  to  the  top  will  be  apart- 
ments, replete  with  two-floor  lobby, 
post  office,  grocery  and  drugstores, 
roof  restaurant,  cocktail  bar  and 
swimming  pool. 

Do  people  really  want  to  live  like 
bees  in  a  hive  just  to  avoid  the 
commuting  mess?  "Yes.  we  believe 
they  do,"  says  Emerson,  pointing  to 
the  fact  that  many  companies  taking 
office  space  are  also  reserving  blocks 


of  apartments  as  an  "attraction"  for 
their  executives  and  key  employees. 

In  Reston,  Va.,  a  project  in  which 
John  Hancock  now  shares  owner- 
ship with  Gulf  Oil,  a  similar  princi- 
pal is  at  work— although  Reston  is 
a  horizontal  project,  not  a  vertical 
one.  There,  Emerson  says,  "an  in- 
creasing percentage  of  our  residents 
are  now  working  close  by.  Some 
1,700  people  have  jobs  within  min- 
utes of  home,  mostly  in  laboratories, 
electronics  plants  and  think  tanks." 

Practicing  what  he  preaches  and 
exhausted  by  a  nearly  three-hour 
round-trip  daily  commuting,  Emer- 
son this  month  is  moving  to  Boston 
to  "walk  to  work."  ■ 

The  Day  Geneen  Came  in  Early 

When  38- year-old  David  I.  Mar- 
golis  became  president  of  Colt  In- 
dustries last  month,  he  became  the 
13th  alumnus  of  "Geneen  Univer- 
sity" (Forbes.  May  1  )  to  hold  a 
presidency  or  chairmanship.  Mar- 
golis  had  been  one  of  the  original 
team  that  had  moved  from  Raytheon 
in  1959  to  take  over  and  revitalize 
what  was  then  International  Tele- 
phone &  Telegraph. 

Geneen  alumni  are  unanimous  in 
the  good  things  they  have  to  say 
about  Dave  Margolis  and  his  work 
at  ITT.  Says  one:  "Dave's  a  brilliant 
guy  with  one  of  the  most  even  dis- 
positions in  American  business.  His 
financial  reports  were  such  fine 
reading  they  made  you  feel  happy.' 

Those  reports  made  ITT  Chair- 
man Harold  Geneen  feel  happy  too. 
So  close  did  Geneen  and  Margolis 
become  that  most  ITT  men  felt  Mar- 
golis would  never  leave  his  mentor. 
But  in  1962  the  day  came.  Margolis 
was  one  of  three  key  ITT  executives 
who  left  for  Colt;  the  other  two 
were  George  A.  Strichman,  now 
Colt  chairman,  and  Richard  H. 
Griebel,  who  left  Colt  and  is  now 
president  of  P.  Ballantine  &  Sons. 

How  did  Geneen  react  to  Mar- 
golis' leaving?  "Not  happily"  recalls 
ex-ITT  executive  Joseph  Bokan, 
now  a  vice  president  of  Keene  Corp. 
"I  got  a  call  late  at  night  from  his 
Xo.  Two  man:  'Be  in  early  tomor- 
row. Geneen  will  be  there  waiting.' 

"  'You're  crazy,'  I  said.  'He  never 
comes  to  work  before  eleven.' 

"  'He'll  be  in  tomorrow,'  was  the 
answer.  'Strichman,  Margolis  and 
maybe  a  couple  of  others  are  going 
to  quit!' 

"Sure    enough,"    Bokan    recalls, 


"when  I  got  to  the  office  Geneen 
was  there  waiting.  He  put  his  head 
in  his  hands  and  moaned.  'Margolis 
is  leaving  me.'  That  was  the  highest 
praise  Geneen  ever  gave  anyone 
who  left  him."  At  Colt,  Margolis 
becomes  Xo.  Two  man  to  Strich- 
man. As  president  he  still  reports  to 
Strichman,  but  his  new  office  is  in 
recognition  of  the  key  role  he 
played  at  Strichman's  side  in  bring- 
ing Colt  from  84. 9  million  in  the  red 
in  1962  to  $12  million  in  the  black 
in  1967.  ■ 


David  I.  Margolis 
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Bill  Eberle's  Bird 

What's  that  mean-looking  metal  bird  doing  in  the  office  of  American 
Standard  boss  Bill  Eberle?  Souvenir  of  an  old  proxy  battle?  Or 
grim  reminder  of  the   still  low  state   of  the  company's  profits? 


Like  an  updated  version  of  Edgar  Al- 
lan Poe's  The  Raven,  a  three-foot  metal 
bird  stands  grim  guard  in  a  corner  of 
the  recently  redecorated  office  of 
American  Standard's  45-year-old  Pres- 
ident William  D.  Eberle.  The  bird 
could  be  a  hawk  or  a  vulture  if  not  a 
raven.  Certainly  it's  no  lark  or  night- 
ingale; the  predatory  look  is  all  too 
plain.  Office  gossip  has  it  that  the  bird 
is  known  as  "Tommy"  for  Thomas  Mel- 
lon Evans,  the  hard-driving  Pittsburgh 
industrialist  whom  Eberle  narrowly 
bested  in  last  spring's  battle  for  control 
of  Westinghouse  Air  Brake  Co.  Eberle 
good-naturedly  denies  the  name  but 
makes  no  secret  about  the  bitterness 
that  surrounded  the  control  struggle 
and  the  legal  battles  that  grew  out  of  it. 
Having  won,  Eberle  has  brought 
American  Standard— whose  earnings 
rode  the  ups  and  downs  of  the  con- 
struction industry  roller  coaster  prior 
to  his  arrival  on  the  scene— close  to 
$1  billion  in  sales.  If  not  quite  a  con- 
glomerate, the  old-time  plumbing 
equipment  company  today  is  remark- 
ably diversified:  It  makes  construction, 
railroad  and  mining  equipment  on  the 
WABCO  side;  plumbing,  heating  and 
ventilating  equipment  on  the  AS  side; 
and  through  other  acquisitions  it  is  in 
security  systems  ( Mosler  Safe  Co. )  and 
homebuilding  (Lyon  Enterprises). 

Redeployment 

Neither  of  the  major  components  of 
the  big  company  is  especially  profit- 
able. Last  year  American  Standard 
earned  only  about  5.1%  on  stockhold- 


^ 


ers'  equity,  2.2%  on  sales;  and  WABCO, 
7.5%  and  4%  respectively.  Eberle,  a 
product  of  the  famed  Boise  Cascade 
school  of  management,  expects  to  solve 
the  profit  problem  through  what  he 
calls  "asset  redeployment."  Put  simply, 
this  means  liquidating  some  of  the  least 
profitable  divisions  and  factories,  elim- 
inating needlessly  diverse  product  lines 
and  putting  the  money  thus  realized 
into  the  more  promising  areas. 

Eberle  has  been  doing  exactly  that 
since  coming  to  American  Standard  in 
September  1966.  "We  plan  to  go  from 
ten  cast-iron  foundries  in  Europe  to 
three;  we'll  have  this  done  by  1970," 
he  says.  "Now  this  frees  up  a  lot  of 
capital  in  Europe  without  cutting  pro- 
duction one  little  bit.  We're  just  shift- 
ing from  radiators  to  cast-iron  boilers 
—a  rapidly  improving  business— and 
consolidating.  The  problem  there  was 
a  'cast-iron'  mentality!" 

Then  there  was  a  little  redeploy- 
ment at  Gulfstan  Corp.,  the  joint  ven- 
ture AS  had  gone  into  in  1963  with 
Southern  Gulf  Utilities.  It  was  to  have 
helped  AS  develop  new  equipment  for 
waste  disposal.  Eberle  liquidated  it.  "It 
didn't  turn  out  to  be  an  R&D  venture; 
it  turned  out  to  be  a  construction  ven- 
ture," says  Eberle.  "The  profit  was 
in  construction  and  we  weren't  con- 
struction experts.  So  instead  of  mak- 
ing money  it  was  a  $5-million  fiasco! 
They  just  lost  their  shirts,  and  it's 
taken  us  two  years  to  clean  up  a  very 
bad  mess." 

Similarly,  in  brass  fittings  Eberle  has 
cut  the  AS  product  line  by  75%  from 


Vulture?  Does  the  metal  bird  in 
Bill  Eberle's  office  symbolize  the 
fate  that  lies  in  wait  for  big  com- 
panies which  fail  to  earn  a  reason- 
able return  on  their  assets? 


pi 

some  8,000  items  to  under  2,000,  con- 
centrating on  the  higher-volume  items, 
mostly  faucets  and  valves.  "We  hope 
to  get  it  down  to  500,"  Eberle  explains, 
"but  we  will  be  doing  a  higher  volume." 

WABCO,  too,  is  in  for  some  asset 
redeploying.  "Take  this  Bendix-West- 
inghouse,  for  example,"  says  Eberle  of 
B-W,  the  largest  supplier  of  com- 
pressed air  brakes  for  trucks  and  buses. 
"It  made  about  $4  million  after  taxes 
last  year  and  WABCO  has  a  49%  in- 
terest in  it.  But  they're  prevented  by 
a  1948  consent  decree  from  manag- 
ing it,  or  having  a  director  on  it, 
of  knowing  anything  about  it.  Bendix 
is  running  this,  and  obviously  Bendix 
doesn't  have  much  desire  to  put 
effort  into  that  company  with  a  49% 
outside  investor.  Well  now,  you  could 
get  a  good  value  for  that  business  and 
redeploy  those  assets  into  something 
you  could  control  100%— and  build  it 
for  the  future."  Eberle  is  talking  about 
big  money.  The  book  value  of  the 
WABCO  minority  interest  in  such  ven- 
tures is  $18.8  million. 

Then,  too,  WABCO  has  its  own  ver- 
sion of  Gulfstan;  it's  called  Melpar 
Inc.,  which  does  electronics  work  for 
the  Government.  "They  lost  what?  $7 
million  a  few  years  ago?  It's  a  ridicu- 
lous figure.  This  is  another  one  of  the 
pluses,  if  you  can  get  it  back  to  break- 
ing even— or  get  rid  of  it." 

Sanguine  &  Serene 

In  the  midst  of  all  this  decisive  re- 
deployment, accompanied  by  consid- 
erable management  bloodletting,  Eb- 
erle remains  sanguine  and  serene.  He 
points  out  that  WABCO's  industrial 
equipment  business  is  partially  contra- 
cyclical  to  American  Standard's  busi- 
ness, which  is  tied  closely  to  the  con- 
struction business,  as  is  Mosler  Safe's 
business  (acquired  last  year).  He  is 
increasing  research  and  development 
expenditures  to  the  point  where  they 
are  now  running  at  about  2.5%  of 
sales— perhaps  the  highest  in  the  build- 
ing materials  industry.  And  on  October 
3  Eberle  will  announce  an  important 
company-wide  reorganization  that 
clearly  paves  the  way  for  further  ac- 
quisitions. 

Investors  seem  to  like  what  Eberle 
is  doing.  American  Standard  stock  sold 
below  15  in  1966;  it  has  been  as  high 
as  44M  this  year,  which  seems  a  high 
price  for  a  stock  that  earned  only 
$1.30  last  year  and  $1.01  a  year  be- 
fore. But  then  the  market  is  betting 
that  Eberle  can  get  a  worthwhile  profit 
out  of  all  those  sales.  At  5%  net  on  sales, 
AS  would  be  earning  close  to  $3  a 
share  on  a  fully  diluted  basis.  Maybe 
when  that  day  comes,  Bill  Eberle  will 
retire  "Tommy"  or  whatever  his  name 
is  to  a  well-earned  rest  in  one  of  the 
company  warehouses.  ■ 
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troducing  Benchmark. 
am's  Premium  Bourbon. 

men  who  make  Benchmark  Bourbon  are  a  rare 
^d  of  craftsmen. 
ey  have  the  will  to  do  a  better  job. 
d  the  skill  in  their  hands  to  make  it  happen, 
e  quality  of  these  men  is  a  rewarding  thing  to 
i  these  days, 
is  the  quality  of  the  Bourbon  they  make. 


ichmark—  Measure  your  Bourbon  against  it. 
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Cho  but  Pontiac 
ould  move  Mahogany  Row 
o  the  company  garage? 


)body  else  we  can  think  of.  But  then  nobody  else  has 
me  up  with  a  car  like  our  1 969  Pontiac  Grand  Prix. 

»u  see,  the  whole  idea  behind  the  '69  Grand  Prix  was 
come  up  with  a  luxurious  automobile  specifically 
'the  exec  who  spends  time  on  the  road.  And  has  to 
irn  to  like  it. 

i  when  we  bring  up  "Mahogany  Row,"  we  really  mean 
We're  talking  about  a  padded,  carpeted,  carefully 
inned  driver's  suite  that's  probably  as  comfortable 
d  functional  as  any  VIP  domain  you've  ever  entered. 

ie  upholstery  is  expanded,  knitted  Morrokide.  (Cool, 
icause  it  "breathes")  Or  expanded  Morrokide  with 
Dric.  Or  you  can  order  genuine  leather.  Beautiful, 
re.  But  durable,  too. 

'ery  single  control  and  gauge  on  the  instrument  panel 
strategically  placed  to  be  easily  handled  or  read  by  the 
iver.  Even  the  traditional  glove  compartment  has  been 


moved  to  an  integrated  between-the-seats  console. 

We  will  admit  that  all  of  our  extra  interior  padding 
probably  isn't  necessary.  But  it  sure  makes  any  trip 
seem  a  whole  lot  more  like  home. 

Now  we  call  that  comfort.  The  kind  that  allows 
your  man  to  drive  all  day,  make  calls  and  still  have 
enough  left  for  some  entertaining  in  the  evening. 

Naturally,  our  1 969  Grand  Prix  is  among  the  best  we 
have  to  offer.  But  you  know,  you'll  find  the  same  kind  of 
comfort  in  every  Pontiac  we  build.  Bonneville.  Catalina. 
GTO.  LeMans.  Custom  S.  Tempest.  And  Firebird. 

That  should  tell  you  how  much  we  think  of  your  upper 
management. 

Never  let  it  be  said  you  think  less. 

1969— Your  year  to  break  away  with  Pontiac. 

For  more  information  see  your  local  Pontiac  dealer  or  write: 

Fleet  Sales  Department,  Pontiac  Motor  Division.  196  OaHand  Ave.,  Pontiac,  Michigan  48053 


m»r«  or  ciceluxcc 
Pontiac  \'c:of  Division 


Where  Do  We  Go  from  Here? 

That's  the  big  question  at  American  Cyanamid,  which 
is  looking  to  consumer  goods  to  compensate  for  declin- 
ing profits  in  drugs  and  squeezed  margins  in  chemicals. 


American  Cyanamid  used  to  have  a 
gold  mine  in  its  Lederle  Labs  division. 
In  the  Forties  a  single  Lederle  em- 
ployee  discovered  a  Fungus  from  which 
lie  derived  the  first  broad-spectrum 
antibiotic.  Lederle  in  the  next  decade 
brought  Cyanamid  into  the  Front  ranks 
of  chemical  companies,  and  changed 
il  From  a  marketer  or  commodity-like 
chemicals  to  one  of  the  hottest  growth 
companies  in  America.  Lederle's  dings, 
only  25%  ol  sales,  accounted  For  well 
over  half  the  company's  profits  in  some 
of  those  years,  according  to  Cyanamid 
President  Clifford  D.  Siverd,  and  as  re- 
cently as  1 962-65  the  total  profits  of  the 
company  were  growing  at  16'<  a  year. 
The  then-president.  Dr.  Wilbur 
Malcolm,  felt  that  it  would  be  too 
good  to  last.  Competition,  saturation 
and  public  pressure  would  eventually 
strip  antibiotics  of  their  huge  profit 
margins.  So  he  set  out  to  use  the  ding 
profits    to    spread    Cyanamid's    risks, 


Different  Rules.  It's  not  easy  for 
heavy  industry  to  learn  the 
fierce  consumer  goods  game, 
but  Cyanamid  is  trying  mightily. 


stepping  up  a  diversification  tempo 
started  by  his  predecessor  Kenneth 
Towe.  (Towe  took  the  company  into 
acrylonitrile  and  its  end  product  syn- 
thetic fibers  and  bought  Formica 
Corp.,  a  building  materials  concern.) 
Malcolm  extended  Cyanamid's  build- 
ing materials  base  by  buying  Wasco 
Chemical  Co.,  maker  of  plastic  sheets. 
He  bought  consumer  lines  ( Breck  hair 
care  and  Pine-Sol  household  cleaning 
products).  "Malcolm  has  to  get  credit," 
says  Siverd.  "He  took  the  ding  profits 
and  invested  them   elsewhere. 

Nick  of  Time 

Malcolm's  foresight  began  to  show 
as  early  as  1962.  In  that  year,  Cyana- 
mid had  to  cut  drug  prices  after  both 
the  Federal  Trade  Commission  and  the 
Justice  Department  charged  it  and  its 
competitors  with  price-fixing.  (Late 
last  year,  Cyanamid,  Bristol-Myers  and 
Pfizer  were  convicted  of  the  charge. 
All  are  appealing  the  verdict.)  In  the 
mid-Sixties  market  forces  came  into 
play  against  the  drugs,  too.  "As  your 
patents  run  out,"  Siverd  says,  "you 
lower  your  prices  to  make  it  as  expen- 
sive as  you  can  for  others  to  make  your 
product,  hoping  to  keep  them  out  of 
the  market."  Finally,  there  was  the 
much-publicized  case  where  Cyanamid 
employees  took  the  company's  anti- 
biotics secrets  and  sold  them  to  Italian 
manufacturers.  Italy  has  no  drug  patent 
law,  so  the  Italians  were  able  to  ship 
the  drugs  to  the  U.S.  at  cut  prices. 

For  all  these  reasons,  Cyanamid's 
once-heady  drug  profit  margins  have 
been  badly  eroded.  Despite  higher 
sales  (up  from  $180  million  to  $207 
million),  the  Lederle  division's  1967 
profits  of  about  $23  million,  or  53 
cents  a  Cyanamid  share,  were  no 
higher  than  they  were  in  1960.  But 
the  other  divisions  were  now  produc- 
ing two-thirds  of  Cyanamid's  profits. 
As  a  result,  in  spite  of  Lederle's  de- 
clining margins,  the  company's  total 
earnings  last  year  were  45%  higher 
than  in  1960.  "Our  growth  would  have 
been  negligible  if  we  hadn't  diversi- 
fied," says  Siverd. 

It  would  appear,  therefore,  that  Cy- 
anamid is  a  case  in  which  the  diag- 
nosis was  right  and  the  cure  success- 
ful. Forbes  January  1st  ratings  of  the 
six  major  integrated  chemical  com- 
panies puts  Cyanamid  second  in  five- 
year  growth  (behind  Dow)  and  third 
(behind  du  Pont  and  Union  Carbide) 


Wo  Shining  Knight.  Does  it  mat- 
ter who  the  chief  executive  is? 
"One  good  president  can't 
make  a  company  great,"  says 
American  Cyanamid  boss  Cliff 
Siverd.  "But  one  bad  one  can 
tear     it     down     in     a     hurry." 


in  average  return  on  equity. 

But  in  business,  no  cure  is  perma- 
nent. Profits  have  been  getting  thinner 
almost  everywhere  in  the  chemical  in- 
dustry recently  and  Cyanamid  is  no 
exception.  Last  year  its  profits  were 
down  26%.  Cyanamid  is  suffering,  too, 
from  the  haste  with  which  it  had  to 
diversify,  Towe  and  Malcolm  having 
taken  the  company  into  a  lot  of  fields 
that  were  unfamiliar.  The  venture  into 
acrylonitrile  was  originally  started  to 
supply  du  Pont  with  that  chemical.  But 
later  du  Pont  decided  it  could  make  the 
material  itself,  so  Cyanamid  was  forced 
to  get  into  the  business  of  marketing 
fibers,  a  business  it  knew  nothing  about. 
After  a  dozen  years  of  trying,  fiber 
profits  are  still  small. 

Consumer  products  also  presented 
problems.  Formica,  Breck  and  Dumas 
Milner  (Pine-Sol)  were  all  good  com- 
panies, but  for  this  very  reason  they 
didn't  come  cheap. 

Should  Cyanamid  have  invested  the 
drug  money  in  other  areas?  "You  al- 
ways could  have  done  better,  of 
course,"  says  Siverd.  "If  we  had  gone 
into  proprietary  drugs  ten  years  ago, 
we'd  be  better  off  today.  Now  it's  very 
hard  to  break  into  that  market." 

But  Siverd  isn't  trying  to  second- 
guess    his    predecessors.    He   has   his 
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work  cut  out  For  him  just  to  keep  Cy- 
anamid  moving.  When  Cyanamid  di- 
rectors needed  a  new  chief  executive 
last  year  (to  replace  retiring  John 
AHegaert  who  had  succeeded  Malcolm 
in  1966  'i.  they  looked  past  three  ex- 
ecutive vice  presidents  for  a  younger 
man  with  fresher  ideas.  Siverd.  36. 
though  he  lias  spent  33  years  as  a  Cy- 
anamid employee,  was  a  newcomer  to 
top  management  ranks.  He  was  only 
named  a  vice  president  in  1965,  and 
became  a  director  in  1966. 

What  Siverd  would  like  to  do,  of 
course,  is  to  find  another  miracle  in 
Ins  Lederle  division.  "But."  he  says, 
"we  haven't  had  any  meat  success  in 
finding  new  drug  products.  Our  last 
big  winner  was  Myambutol  [an  anti- 
tuberculosis drug]  two  years  ago.  But 
not  alone;  othei  drug  companies 
aren't  finding  products  either. 

Where  to  Look 

Siverd  is  looking  to  other  Cyanamid 
lines  tor  better  growth.  The  most  prom- 
ising divisions  are.  he  thinks,  the  ones 
in  building  and  consumer  goods.  1  he» 
divisions  accounted  for  233  oi  Cyana- 
mid's  $937-million  sales  last  year.  It's 

00  surprise  that  Siverd  was  in  charge 
of  consumer  products,  as  well  as  the 
agricultural  division,  before  taking  the 
top  job  at  Cyanamid. 

Building-consumer    products    have 

obvious  advantages.  As  branded  goods 

sold  direct])  to  the  ultimate  consumer, 

they  have  higher  profit  margins  than, 
say.  the  commodity-type  chemicals 
>t  sales)  that  Cyanamid  sells  to 
other  manufacturers.  Consumer  prod- 
ucts are  also  somewhat  recession-proof. 
"Women  will  buy  hair  products  before 
food,"  sav  s  Siverd. 

Siverd,  in  fact,  would  like  to  acquire 
mine  companies  in  consume!  lines,  but 
that's  not  easv.  "It  gets  harder  all  the 
time  to  find  good  ones,"  he  says.  A  deal 

to  acquire  Max  Factor  &  Co.  in  1964 

fell  through  and  Siverd  made  an  un- 
successful bid  in  1967  to  buy  another 
cosmetics  company,  Maybelline,  which 
eventually  was  sold  to  Plough  Inc. 

Building  products  companies  are 
easier  to  come  by,  and  Siverd  is  bull- 
ish on  that  industry.  "If  anything  has 
to  happen,  there  has  to  be  a  boom  in 
housing."  Formica's  capacity  has  been 
increased  40%  to  be  ready.  Siverd  last 
month  supplemented  his  building 
products  line  by  acquiring  Standard 
Coated  Products,  a  maker  of  vinyl- 
coated  wall  covering. 

Higher  volume  and  more  efficient 
plants  helped  Cyanamid  raise  first-half 
earnings  8?  to  $1.02  a  share. 

Siverd  has  no  chance,  however,  of 
getting  1968  earnings  back  to  the 
$2.13  a  share  level  of  1966.  But  he's 
eager  to  prove  Cyanamid  can  do  much 
better  than  that  in  the  years  to  come.  ■ 


We'll  know  in  three  seconds.  Because 
keeping  track  of  some  142,000  roving 
railroad  cars  is  all  in  a  day's  work  for 
CLIC.  Pioneered  ten  years  ago,  our 
Car  Location  Information  Center  is  still 
the  most  advanced  car  tracing  computer 
system  in  operation  today.  CLIC  means 
you  can  have  tight  control  over  distribu- 
tion. Fewer  warehouses.  And  the  flexi- 
bility of  reconsignment  to  better  markets. 

Maybe  roving  cars  isn't  your  problem. 
Then  tell  us  what  is.  There's  a  good 
chance  we've  already  solved  it.  If  not,  we 
will.  Call  our  local  salesman  or  tell  it  to: 
Vice  President,  Merchandise  Freight 
Group,  One  Charles  Center,  Baltimore, 
Maryland  21201. 

THE  C&O/B&O  railroads 


Cleveland  44101 


Baltimore  21201 


Stenocord  is  giving  away  a 
Dictation  Machine  with 
every  $295  Verbal  Composition 
Course  you  buy 


That's  right.  Stenocord  representa- 
tives help  you  ease  into  a  better 
daily  communication  routine  through 
a  personalized  training  program.  We 
sell  a  system. ..and  the  finest 
magnetic  belt  dictation  equipment 
around.  And  you  wouldn't  find  a  bet- 
ter verbal  composition  course  with  a 
free  dictating  machine  if  you  paid 
$1 25  more.  Here's  why : 

I.B.M $430. 

Dictaphone   $420. 

Stenocord   $295. 

Register  for  a  Stenocord  Verbal  Composition 
Course  today.  Have  the  teacher  come  to  your 
office 


Send  this  coupon  to  :  F1068 

Stenocord  Dictation  Systems 
3755  Beverly  Boulevard 
Los  Angeles,  California  90004 

Please  have  my  Stenocord  representative 
call  for  an  appointment, 

NAME 
COMPANY 


ADDRESS 


CITY 


STATE 


ZIP 


stenocord 

'Pioneer  in  Magnetic  Belt  Dictation  Systems." 
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How  do  you  finance  the  growth 

your  stockholders  demand 

without  dipping  into  their  pockets? 


Because  of  the  continuing  cost /price  squeeze,  this 
critical  question  plagues  every  company  regardless  of 
size.  Those  companies  that  don't  use  imaginative  financial 
planning  frequently  find  themselves  open  to  attack  by 
unhappy  stockholders. 

Continental  Bank  is  deeply  involved  in  helping  com- 
panies grow  successfully  even  in  the  face  of  shrinking 
margins.  Our  solutions  are  never  the  same.  They  vary 
from  customer  to  customer,  from  industry  to  industry. 
In  fact,  Continental  Bank  is  so  acutely  aware  of  the  dif- 
ferences among  industries  that  our  staff  has  specialists  in 
every  industrial  and  service  category. 

Within  each  category  are  men  thoroughly  familiar 
with  the  problems  and  opportunities  which  exist  in  an 
industry.  Their  recommendations  are  thus  based  on  in- 
depth  knowledge  that  pays  off  in  creative  solutions  to 


your  financial  problems.  By  looking  beyond  balance 
sheets  and  income  statements,  Continental  often  estab- 
lishes totally  new  patterns  of  finance. 

In  brief,  Continental  Bank  can  show  you  how  to  ef- 
fectively operate  within  today's  cost  /price  cycle. 

So  call  Continental  Bank.  For  the  sake  of  your 
stockholders. 


It's  what  you'd  expect  from 
the  biggest  bank  in  Chicago. 

Continental  Bank; 


Continental  Illinois  National  Bank  and  Trust  Company  of  Chicago.  231  South  LaSalle  Street,  Chicago,  Illinois  60690.  Member  F.D. 
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Freedom  Fighter 


You  don't  have  to  be  in  a  glamour  industry  to  be  a  takeover 
candidate  these  days,  nor  is  size  a  certain  shield.  Knowing  this, 
$1.5-billion  Armco   is  strengthening  its   corporate  defenses. 

Vithout  quite  being  willing  to  say 
o,  Armco  Steel  is  fighting  for  its 
orporate  independence.  It's  not  that 
ny  corporate  conglomerator  has  yet 

assed  his  forces  for  an  invasion  of 
his  proudly  independent  Middletown, 
)hio  company.  But  for  President  Cal- 
in  William  Verity  Jr..  the  threat  is 
nplicit.  Armco,  big  in  sales  ($1.1  bil- 
on  last  year)  but  only  middling-sized 
>y  steel  industry  standards  (5.88  of 
he  U.S.  market),  is  today  a  tempting 
arget  for  acquisition-minded  conglom- 
rates.  Says  Bill  Verity:  "Our  shares 
re  attractive  because  they  sell  at  a 
liscount." 

The  figures  tell  the  story.  Manage- 
lent  owns  only  V.  of  the  stock;  the 
est  is  spread  over  a  huge  stockholder 
ist  where  the  average  holding  is  barely 
!00  shares.  On  Armco's  mouth-water- 
Dg  balance  sheet,  there  are  an  under- 
tated  $1.5  billion  in  assets  and  an 
nnual  cash  flow  of  nearly  $150  million, 
set  working  capita!  exceeds  long-term 
lebt  by  nearly  S100  million.  And  yet, 
t  recent  market  prices,  the  company's 
ntire  common  equity  is  worth  only 
bout  $700  million;  at  the  recent  price 
t  around  $50  a  share,  Armco  common 
.ells  at  a  discount  of  some  17'i'  from 
>ook  value  and  at  only  five  times  cash 
low.  At  these  prices,  an  acquisitor 
•ould  divert  the  cash  How  and  own  the 
■ompany  for  nothing  in  just  five  years. 

Verity  has  seen  rival  Jones  &  Laugh- 
in,  even  bigger  than  Armco,  disappear 
nto  James  J.  Ling's  LTV  corporate 
:mpire.  Crucible  Steel  has  fallen  to 
Dolt  Industries.  Such  large  outfits  as 
\rmour  &  Co.,  Commercial  Credit  and 
^Vestinghouse  Airbrake  have  become 
he  object  of  tender  offers.  Today  neith- 
er size  nor  poor  prospects  is  a  shield 
igainst  corporate  takeover.  Bill  Verity 
is  spending  a  major  part  of  his  energies 
to  prevent  the  same  thing  happening 
to  Armco. 

At  stake  is  a  good  deal  of  family 
pride:  Bill  Verity,  51,  is  a  grandson  of 
George  Matthew  Verity,  the  man  who 
founded  the  company  as  American 
Rolling  Mills  some  65  years  ago;  Bill's 
father  was  Armco's  executive  vice  pres- 
dent.  With  just  a  short  stint  in  public 
elations  in  New  York,  Yale-educated 
Verity  moved  to  Middletown,  even- 
tually to  take  the  top  spot  at  Armco. 

He  faces,  however,  some  consider- 
able handicaps.  Armco's  pretax  operat- 
ing net  last  year  was  smaller  than  it 
was  ten  years  ago  before  the  reinvest- 
ment in  the  business  of  nearly  $26  mil- 
lion in  retained  profits.  The  National 
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Armco's  William  Verity  (above) 
has  not  followed  other  steel- 
makers into  Chicago.  Instead, 
he  has  modernized  his  Mid- 
dletown,   Ohio    plant    (below). 


Supply  division,  hit  by  the  long  slump 
in  onshore  oil  drilling,  has  long  been  a 
drag  on  earnings.  So  is  the  important 
stainless  steel  operation.  Moreover, 
Armco  is  dead  in  the  middle  of  a  six- 
year  $800-million  modernization  pro- 
gram, which  will  remain  a  drag  on 
earnings  until  it  is  completed  in  1970. 
"We  have,"  Verity  says,  "something 
like  $300  million  in  a  plant  that's  pro- 
ducing no  income."  Nor  is  it  certain 
the  program  will  pay  off  in  the  way  it 
was  originally  expected  to  do:  A  sub- 
stantial part  of  the  money  went  into 
building  a  new  hot-strip  mill;  that  does 
not  include  the  latest  in  continuous 
casting;  that  type  investment  may  be 
out  of  date  shortly  after  it  is  finished. 
On  the  other  hand,  Verity  is  not 
defenseless.  Armco  gets  nearly  half  its 
sales  from  two  strong  markets:  autos 
and  appliances,  and  construction.  Also, 
Armco's  stock  (see  "Loaded  Laggards," 
Forbes,  Sept  1 )  sells  at  a  smaller  dis- 
count from  book  value  than  do  most 
big  steel  stocks.  This  means  that  a  suc- 
cessful tender  offer  would  have  to  be 
at  a  price  considerably  above  book 
value  and  involve  an  amount  that  even 
in  paper  money  would  give  pause  to 
even  the  most  ambitious  and  nervy  of 
the  conglomerators. 

Defense  Measures 

Bill  Verity,  however,  is  not  compla- 
cent. He  is  working  hard  at  strengthen- 
ing his  corporate  defense.  Last  month 
he  made  a  move  that  practically  guar- 
antees Armco  higher  earnings  over  the 
next  few  years.  He  did  so  by  changing 
from  the  conservative  accelerated  de- 
preciation method  to  straight-line;  this 
will  have  the  effect  of  reducing  depre- 
ciation and  amortization  charges  from 
last  year's  $79  million  to  $56  million 
and  raising  share  earnings  by  46  cents 
a  share  in  the  first  half  of  1968.  He 
also  consolidated  earnings  from  Arm- 
co's small  but  flourishing  European 
operation,  thus  bringing  another  19 
cents  to  six-month  earnings.  As  a  result, 
earnings  for  the  first  half  of  1968  were 
25%  higher  than  originally  reported. 

Admittedly,  this  changes  little  so 
far  as  Armco's  actual  cash  income  is 
concerned.  But  Verity  hopes  that  Wall 
Street  is  not  especially  disposed  these 
days  to  look  hard  at  how  earnings 
gains  are  come  by. 

To  further  strengthen  Armco's  stock 
and  make  it  tougher  for  an  attacker  to 
breech  its  defenses,  Verity  launched  a 
buying  campaign  to  pick  up  $15  mil- 
lion worth  of  shares  of  the  common 
stock  on  the  open  market. 

All  in  all,  Verity  hopes  Armco  can 
preserve  its  independence  long  enough 
to  enable  some  of  its  long-term  moves 
to  pay  off.  One  of  these,  of  course,  is 
the  big  modernization  program.  Even 
if  it  doesn't  meet  earlier  expectations, 
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Night  life.  Lvnda  Gloria  at  Lc  Chateau  Champlain   Montreal. 

Convention, 
anybody? 

A  convention  isn't  all  spangles  and  seltzer, 
you  know.  The  body  corporate  needs  space 
for  grouping  in  a  body.  And  more  space  for 
getting  away  from  bodies.  And  all  kinds  of 
audio-visual  paraphernalia  to  help  you  take 
the  big  view  of  things. 

Maybe  that's  why  more  conventions  con- 
vene at  Canadian  Pacific  hotels  (all  11  of 
them,  coast  to  coast)  than  at  any  other 
hotels  in  Canada.  Of  course,  it  may  not  be 
just  that  we  have  more  of  the  conventional 
trappings  to  give  you.  It  just  may  be  the 
unconventional  way  we  go  about  it. 

Convention,  anybody  ?  Contact  Bill  Gray, 
National  Sales  Manager  Royal  York  Hotel, 
Toronto,  Ontario. 

Canadian  (radjic  hotels 


it  should  give  Arm co  a  considerable 
boost.  More  fundamental  is  Armeo's 
reluctant  realization  that  it  has  tied  its 
fortunes  too  exclusively  to  a  single  pro- 
duct. "We're  going  to  become,"  Verity, 
says,  "a  supplier  of  basic  materials." 

Verity  realizes  that  Armeo's  low 
stock  price  is  a  handicap  in  making  ac- 
quisitions. "It's  by  far  the  biggest 
deterrent,"  he  says.  But  as  the  stock  re- 
purchase program  progresses,  he  hopes 
to  solve  this  problem.  By  using  re- 
acquired, low-priced  shares  in  acquisi- 
tions, Verity  reasons,  Annco  can  par- 
tially avoid  the  dilution  involved  in 
acquiring  companies  with  price  earn- 
ings ratios  higher  than  Armeo's. 

Verity  hints  that  a  major  move  is  in 
the  offing  but  to  date  the  only  acquisi- 
tions have  been  a  small  titanium  pro- 
ducer and  a  maker  of  fasteners.  Also 
he  has  persuaded  the  board  to  let  him 
reshape  Armco  s  top  management  in  a 
way  that  would  increase  flexibility  and 
make  major  diversification  more  feasi- 
ble. This  has  involved  the  setting  up 
of  a  president's  office,  common  in  di- 
versified companies  but  previously  non- 
existent in  the  steel  industry.  At  Armeo 
now  there  are  five  top  men  under  Ver- 
ity including  Executive  Vice  President 
Donald  E.  Beichelderfer  and  Senior 
Vice  President  Charles  W.  Bowles  Jr., 
who  can  make  fairly  major  decisions 
without  consulting  either  Verity  or  the 


board. 

All  in  all,  therefore,  Armeo's  de- 
fenses seem  in  reasonably  good  shape 
to  repel  an  invasion— or,  if  a  major 
merger  becomes  inevitable,  to  pick  a 
partner  of  its  own  choosing  so  that 
Annco  can  retain  independence  and, 
its  local  character.  To  paraphrase  Win- 
ston Churchill,  Bill  Verity  didn't  come 
to  Middletown  to  preside  over  the  liq- 
uidation of  his  grandfather's  company. 

Imagery 

A  former  public  relations  and  adver- 
tising man  (Young  &  Bubicam,  New 
York),  Armco  President  Verity  is 
image-conscious  in  a  way  few  steel- 
men  are.  "Let's  face  it,"  he  says,  "the 
steel  industry  has  done  a  better  job  of 
promoting  its  problems  than  in  promot- 
ing its  opportunities."  He  realizes  that 
Annco  must  look  and  sound  more 
swinging  if  it  is  to  command  a  better 
price  earnings  ratio  and  thus  be  sure 
of  staying  independent.  The  name  for 
example.  "We  have,"  he  says,  "given 
quite  a  bit  of  thought  to  changing  our 
name  and  it  probably  won't  be  too  long 
before  we  make  the  decision  to  go 
ahead."  In  the  interest  of  image,  too, 
Armco  has  changed  its  accounting 
methods  to  show  better  earnings.  "I  am 
sure,"  Verity  says,  "that  every  other 
steel  company  will  do  the  same  thing 
shortlv."  ■ 


HISTORY  IS  NOT  ENOUGH 


Does  a  corporation  have  a  soul? 
Does  it  really  matter  who  runs  it, 
so  long  as  it  is  run  well?  To  the 
management  of  Armco  Steel,  the  an- 
swer to  both  these  questions  is:  Yes. 
For  OS  years,  Annco  has  been  a  rug- 
gedly independent,  fiercely  local 
kind  of  company.  Founder  George 
Matthew  Verity  was  the  son  of  a  cir- 
cuit-riding Methodist  preacher.  He 
built  a  sheet  mill  plant  along  the 
Miami  River  at  Middletown,  Ohio 
at  the  turn  of  the  century  and  linked 
it  up  with  an  open-hearth  furnace. 
From  the  start  Verity  proposed  to 
beat  his  larger  competitors  1)  by 
making  tilings  the  big  steel  compa- 
nies weren't  making,  and  2)  by  win- 
ning the  loyalties  of  his  employees 
with  compassion;  this  at  a  time 
of  union-hating,  union-hating  steel 
bosses  and  almost  inhuman  working 
conditions. 

To  this  day   the  employees   at 

Middletown— 40'.  of  the  company's 
total  work  force— belong  to  an  inde- 
pendent union  and  have  never 
struck.  This  year  once  more  Armco 
benefited!  There  was  no  strike  in  the 
industry  although  there  might  have 


been,  and  customers  placed  extra 
orders  with  Armco  knowing  produc- 
tion wouldn't  stop  there  even  if 
there  were  a  strike  elsewhere. 

Armco  has  a  grievance  machinery 
that  reports  directly  to  management. 
Armco  also  pioneered  the  first  eight- 
hour  day  in  steel  in  1916  and  pro- 
vided the  first  group-insurance 
benefits.  Wages  tend  to  be  slightly 
higher  at  Armeo  than  at  most  steel 
companies  and  benefits  are  broader. 

Armco  lias  been  an  innovator  in 
technology,  too.  Perhaps  its  greatest 
contribution  to  the  steel  industry 
was  the  development  of  the  contin- 
uous-sheet rolling  mill  in  the  1920s 
that  revolutionized  steel  handling 
and  made  possible  its  mass  use  in 
the  auto  industry.  Armco  has  had 
main  other  technological  firsts:  elec- 
trical steels;  the  Zincgrip  galvaniz- 
ing method  in  metallic  coatings; 
stainless  steel  like  the  PH  steel  be- 
ing used  in  supersonic  bombers. 

Such  is  the  history.  But  Wall 
Street  is  cold  on  history  and  hot  on 
P  E  ratios.  Knowing  this.  Bill  Verity 
is  ready  to  try  giving  Wall  Street 
what  Wall  Street  wants. 
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Consolidated 

sells  industry 
down  the  river. 


Consohdated's  Area  Development  men  work  with  other  regional  industrial 
development  groups  to  bring  new  industry  into  its  area.  Seven  companies 
recently  completed  or  are  building  new  plants  on  "Chemical  Row"  in  the 
Ohio  River  Valley:  Air  Products  &  Chemicals.  Ashland  Chemical,  Cabot 
Corporation,  Consolidation  Coal.  B.  F.  Goodrich,  Remington  Rand,  and 
Shell  Chemical.  These  new  customers  are  expected  to  boost  Consolidated's 
1969  gas  sales  by  3.1  billion  cubic  feet  annually— the  equivalent  of  15,500 
gas-heated  homes.  By  1970  their  requirements  will  reach  4.4  billion  a  year 
or  22,000  gas-heated  homes.  New  industrial  customers,  the  result  of  an  ag- 
gressive Area  Development  program,  are  another  growth  prospect  for  CNG. 
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V 


CONSOLIDATED 
NATURAL  GAS 
COMPANY 

The  East  Ohio  Gas  Company,  Cleveland,  Ohio 
Consolidated  Gas  Supply  Corp..  Clarksburg,  W.Va. 
Lake  Shore  Pipe  Line  Co.,  Cleveland,  Ohio 
The  River  Gas  Company,  Marietta,  Ohio 
The  Peoples  Natural  Gas  Company,  Pittsburgh,  Pa. 
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Right  Time,  Wrong  Place 

That  rich  Alaskan  oil  find  presents  tremendous  problems  in  lo- 
gistics. Which  means  that  the  profits  are  a  good  many  years  away. 


ALASKA 


Long  Haul.  To  transport  crude 
from  the  frigid  Prudhoe  Bay 
field  to  U.S.  markets  will  be  a 
costly  undertaking  for  Atlantic 
Richfield  and  Humble.  But  the 
stakes  are  worth  the  gamble: 
More  than  a  half-dozen  other 
major  companies  are  now  at 
work  on  the  Arctic  Slope 
searching  for  crude.  "It's  the 
kind  of  problem  an  oilman  loves 
to  have,"  says  one.  Walter  J. 
Hickel,  governor  of  Alaska,  says 
the  area  may  have  40  billion 
barrels.  It  so  it  would  be  great- 
er than  proven   U.S.  reserves. 


It's  too  bad  that  July's  giant  Alaska 
oil  discovery  didn't  occur,  say,  in  Indi- 
ana. By  1975  crude  oil  demand  in  the 
U.S.  Midwest  and  East  will  probably 
exceed  12  million  barrels  per  day. 
By  contrast,  production  in  those  areas 
will  be  only  about  10  million  barrels. 
"The  half-million  barrels  a  day  that 
may  come  out  of  this  Alaskan  find  could 
fit  into  this  market  without  a  ripple,'' 
says  an  economist  at  a  major  eastern- 
based  oil  company. 

But  the  key  word  here  is  could.  The 
trouble  is  that  the  Atlantic  Richfield 
Co.  and  Humble  Oil  &  Refining  Co. 
find  is  located  in  northern  Alaska  on 
the  brink  of  the  Arctic  Ocean.  Not  only 
is  this  thousands  of  miles  from  major 
U.S.  markets,  but  the  Arctic  Ocean  is 
open  to  tankers  only  a  few  weeks  of 
the  year  and  a  pipeline  has  never  been 
built  in  the  area.  "I'm  not  sure  it  is 
possible  to  get  it  out  of  there  and  sell 
it  at  a  profit,"  says  a  vice  president  of 
a  competing  oil  company. 

Few  oil  experts  agree  with  him.  Five 
to  ten  billion  barrels  of  oil  is  an  enor- 
mous strike.  The  Oil  and  Gas  Journal, 
in  fact,  calculates  that  it  would  be  the 
biggest  field  in  U.S.  history.  And  more 
may  be  coming.  Certainly  some  meth- 
od will  be  found  to  move  it  out.  A 
likely  one  is  to  build  a  600-mile  pipe- 
line through  the  rugged  Brooks  Moun- 
tain Range  to  a  warm-weather  port  in 
southern  Alaska.  From  there  it  could 
be  shipped  south  by  tanker. 

The  trouble  with  this  route  is  that  it 
would  only  get  the  oil  to  California. 
Shipping  it  east  through  the  Panama 
Canal  would  be  very  expensive.  And 
there  is  no  pipeline  to  carry  it  east. 

If  the  West  Coast  could  absorb  all 
this  crude,  there  would  be  no  need  to 
send  it  east.  But  the  evidence  is  that 
it  won't.  By  1972,  when  crude  ship- 
ments from  Alaska  may  begin,  the 
West  Coast  will  need  about  2.1  million 
barrels  a  day.  But  1.7  million  barrels 
will  be  supplied  by  local  production, 
leaving  a  potential  market  of  only 
about  400,000  barrels  a  day. 

On  the  surface  this  supply-demand 
gap  of  almost  half-a-million  barrels 
would  seem  to  provide  a  ready  market 
for  Arctic  Slope  crude.  But  it  may  not. 
In  the  past  roughly  40!?  of  this  gap  has 
been  filled  by  imports,  under  the  fed- 
eral quota  plan.  In  this  arrangement 
refiners  are  permitted  to  make  up 
the  difference  between  West  Coast  de- 
mand and  supply  by  importing  crude 
from  abroad.  The  refiners  like  the  im- 
ported  crude  because  it   costs  about 


$2.25  a  barrel  compared  with  $3  for 
domestic  West  Coast  crude. 

Many  small  West  Coast  refiners  sur- 
vive .only  because  of  this  quota.  Since 
they  are  normally  too  far  inland  to 
efficiently  transport  imported  crude  to 
their  refineries  they  trade  their  quota 
allocation  (called  "tickets")  to  the  big 
refiners  for  domestic  crude.  Each 
"ticket"  is  worth  the  difference  between 
the  import  price  and  the  domestic 
price,  about  75  cents  on  the  West 
Coast.  Since  the  smaller  West  Coast 
refiners  are  allowed  to  purchase  rough- 
ly 45%  of  their  crude  requirements 
through  the  tickets,  the  effect  on  profit 
can  be  enormous. 

Take  MacMillan  Ring-Free  Oil,  a 
primarily  West  Coast  refiner  with  sales 
of  $16  million.  In  1967  it  had  an  import 
quota  of  about  1.5  million  barrels. 
After  tax,  these  "tickets"  were  worth 
about  $600,000  dollars  to  MacMillan, 
more  than  its  total  profit  of  $246,000. 
"Without  this  import  quota,"  says 
James  H.  De  Maras  Jr.,  executive  vice 
president  of  the  California  Independ- 
ent Refiners  Association  Inc.,  "there 
wouldn't  be  a  single  one  of  these  small 
independent  refiners  out  here." 

Friends  Needed 

The  independent  refiners  won't  be 
the  only  force  that  Arctic  Slope  crude 
will  have  to  fight.  Much  of  the  remain- 
der of  the  gap  between  West  Coast  de- 
mand and  supply  is  filled  by  Canadian 
crude,  which  is  not  part  of  the  import 
quota.  Atlantic  Richfield  and  Humble, 
the  joint  owners  of  the  Arctic  Slope 
crude,  might  try  to  force  out  the  Cana- 
dian crude.  But  such  a  move  could 
easily  boomerang.  If  the  flow  of  crude 
reaches  the  500,000-to-l-million  bar- 
rels a  day  that  is  widely  predicted, 
Atlantic  Richfield  and  Humble  would 
need  friends  in  Canada.  For  then  the 
crude  would  almost  certainly  be 
shipped  through  a  pipeline  in  Canada 
for  the  midwest  and  eastern  markets. 

Most  oil  people  doubt  that  the  Arc- 
tic Slope  crude,  considering  the  costs 
of  extracting  and  transporting  it,  can 
compete  with  world-market  prices.  So 
it  is  unlikely  that  Japan,  who  buys  at 
world-market  prices  from  the  Middle 
East,  will  be  willing  to  pay  for  the 
crude.  The  basic  choice,  therefore,  will 
be  between  the  two  U.S.  markets. 

What  are  Atlantic  Richfield  and 
Humble  planning?  Neither  will  say. 
"There  is  a  lot  of  legwork  to  be  done," 
says  one  executive.  The  payoff  will  be 
huge,  but  its  timing  is  uncertain.  ■ 
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Our  Sperry  flight 
control  systems 
automatically  keep; 
airliner  at  correct 
altitude  and  square  on 
course. 


» 


This  New  Holland 
farm  machine  lifts  and 
stacks  up  to 
2500  hay  bales  a  day. 


A/e're  synergistic. 

At  Sperry  Rand  our  distinctly  different  di 
visions  talk  to  each  other  — share  their  pools 
)f  knowledge. 

A  miniaturization  discovery  by  our  Univac 
>eople  helps  Sperry  Flight  Systems  Division 
make  more  compact  automatic  pilots.  Or  our 
temington  Rand  Division  a  smaller  desk 
:alculator. 

And  when  Vickers  Division  learns  about 
tetter  hydraulic  transmissions  it  helps  to  im- 
prove our  New  Holland  Farm  Equipment. 

The  point  is,  we  do  a  lot  of  different  things 
it  Sperry  Rand.  And  we  do  each  one  better  be- 
ause  we  do  all  the  rest. 

JL.  We're  Synergistic. 

"^SPER^Y  RAfSD 


If  you're  like  most  record-mindtd  Americans,  you 
know  what's  happened  in  the  stock  market  this  year: 
people  have  bought  and  sold  more  stock  than  ever- 
more by  a  country  mile.  And  financial  news,  in  this  ex- 
panding democracy  of  shareownership,  has  reached 
you  in  record  volume,  too.  (More  is  written  and  talked 
about  the  market  than  practically  any  other  industry.) 

That's  why  the  members  of  the  New  York  Stock 
Exchange  believe  that  you,  whether  newcomer  or  old 
hand  at  investing,  should  be  familiar  with  the  guide- 
lines the  Exchange  applies  before  listing  a  company  on 
the  Big  Board. 

Two  in  particular. 

Both  are  aimed  at  giving  you  an  easier  and  better 
grasp  of  the  financial  facts  on  which  to  base  a  cool- 
headed  decision. 

We  specify  that  Big  Board  companies,  generally 
the  big  companies  that  give  the  economy  much  of  its 
leadership,  must  agree  to  publish  an  annual  financial 


report  for  every  one  of  their  shareowners.  If  you  dor* 
own  shares  in  the  company,  ask  your  broker  or  the  cor 
pany  itself  for  a  copy. 

Essentially,  the  report  is  a  dollar-and-cents  pictui 
of  the  year's  business.  Many  reports  now  include  a  5-  u 
10-year  comparison  of  sales  and  earnings,  to  help  yc 
see  at  a  glance  (without  a  degree  in  accounting)  tli 
trend  of  a  company's  progress  and  its  momentum. 

And  the  text  often  gives  you  management's  view* 
past  performance  and  expectations. 

In  recent  years,  many  listed  companies  have  sui 
plemented  annual  reports  with  6-month  and  quarter 
estimates  of  sales  and  earnings. 

The  Exchange  also  expects  its  1,200  listed  cor 
panies  to  publicize  promptly  important  development 
whether  favorable  or  unfavorable,  which  might  affe; 
security  values  or  influence  investment  decisions. 

Sometimes,  if  the  news  warrants  it,  the  Exchanj 
may  briefly  halt  trading  in  the  company's  stock  \vb 


This  is  what  we  normally  consider  befc 


•  Pre-tax  profit  of  $2.5  million  minimum  for  the  prior  year  and  $2  million  for  two  years  befoij  ;, 
that. 

•  Market  value  of  publicly-held  shares:  at  least  $14  million. 

•  1,000,000  common  shares  of  which  800,000  must  be  publicly-held  by  at  least  1,800  rounc 
lot  holders. 


he  news  breaks,  to  give  you  time  to  digest  it.  This  has 
Men  helpful  in  maintaining  fair  and  orderly  markets. 

Companies  can  be  de-listed  by  another  set  of  cri- 
leria  which  are  generally  higher  than  the  original  listing 
equirements  for  any  other  exchange. 

Whether  a  stock,  listed  or  not,  is  right  for  you  de- 
lends  on  your  objective,  how  much  risk  you  can  afford, 
he  state  of  the  market,  and  your  timing. 

While  such  regulations  as  those  shown  below  ap- 
ply to  the  companies  we  list,  a  good  many  more  apply 
lo  ourselves  — the  1,366  Exchange  members,  some 
2,000  brokers,  and  the  way  we  run  our  businesses. 

Buying  a  seat  is  far  from  routine,  aside  from  the 
lost.  The  Exchange  probes  the  financial  and  ethical 
lackground  of  prospective  members.  And  member 
Jrms  are  subject  to  several  financial  checks,  including 
iurprise  audits.  Plus  surveillance  of  sales  and  other 
•  met  ices.  ** 

The  mountainous  rules  and  regulations,  mostly 


self-imposed  by  the  Exchange,  are  essential  to  our  role 
in  the  economy,  which  is  to  provide  you  with  a  smooth- 
running  central  marketplace  and 
to  help  make  it  possible  for  you  to 
share  in  the  growth  of  the  country. 

High  standards  in  the  public  interest 

Members  New  York  Stock  Exchange 


Mail  to  any  member  firm  or  to 
New  York  Stock  Exchange, 
Dept.  8-HM,  P.O.  Box  1071, 
New  York,  N.Y.  WOOL 


Name. 


Address. 

City 

State 


.Zip  Code. 


Free  Investment  Guide: 
"STOCKS  ON  THE 
BIG  BOARD," 
published    by    the    New 
York  Stock  Exchange.  32- 
page   booklet  lists  long- 
time dividend  payers;  5- 
year  growth  rates  in  per 
share  earnings;  consecu- 
tively higher  dividends; 
facts   about   more   than 
1,000  listed  companies 
grouped  by  industries. 


iginally  listing  a  company  on  the  Big  Board. 

igreement  to  publish  annual  financial  report. 

agreement  to  publicize  promptly  major  developments  which  might  bear  on  your  thinking 

s  an  investor. 

'ommon  stockholder's  right  to  vote  at  annual  meetings. 

•ompany  standing  in  its  industry  and  importance  to  the  economy  in  general. 


The  U.S.' Lopsided  Transportation  Budget 

Of  the  $5.5  billion  that  Washington  spends  for  meeting  transportation 
needs,  an  overwhelming  75%  goes  for  highways.  Which  means  that 
airlines,  trains  and  mass  transit  get  next  to  nothing.  Result:  a  growing 
transportation  crisis,  of  which  airline  delays  are  only  a  single  symptom. 


Stacked-up  airplanes,  jammed  high- 
ways around  the  cities,  inadequate 
local  bus  service,  rundown  railroad 
trains.  What  can  be  done  about  them? 
Most  people  throw  up  their  hands  in 
espair.  They  say,  "The  only  practical 
solution  is  the  injection  of  billions  of 
dollars  of  public  money,"  followed  by 
Where's  the  money  coming  from,  in 
he  face  of  educational  needs,  poverty 
urograms,  not  to  mention  Vietnam?" 

Hold  a  minute.  That  answer  is  not 
mite  sound.  The  fact  is,  there  is  pub- 
ic money  available  for  transporta- 
ion  needs,  $5.5  billion  in  federal 
noney  alone,  another  S9  billion  in  state 
ind  local  money.  The  only  trouble  is, 
's  being  spent  in  a  lopsided  and  bas- 
cally  senseless  manner.  There  is  tax 
noney  already  in  hand  that  could  be 
pent  lor  airports.  For  mass  transit.  For 
peeded-up  corridor  railroad  trains. 
Unfortunately,  much  it  not  most  of  the 
noney  actually  is  going  toward  making 

more  and  more  difficult  for  most 
Americans  to  get  from  hither  to  thither. 

If  that  sounds  like  an  overstatement, 
onsider  this:  Jets  fly  at  600  miles  an 
our,  DC-3s  at  200.  Yet,  in  this  age 
f  the  jet,  according  to  a  study  by 
.ockheed,  it  takes  "45  minutes  longer 
n  the  average  to  get  from  downtown 
>'ew  York  to  downtown  Washington 
lan  it  did  20  years  ago  using  DC-3s." 

this  affects  onlv  the  more  affluent 


portion  of  the  population,  consider 
this:  Millions  of  Americans  once  rode 
to  work  comfortably,  efficiently,  inex- 
pensively by  mass  transit— buses,  sub- 
ways, elevated  trains,  electric  trolleys. 
Today  that  great  system  is  only  a  frac- 
tion of  its  former  size  and  no  longer 
efficient  or  comfortable.  One  result  is 
that  in  many  areas,  the  jobless  cannot 
get  to  where  the  jobs  are.  In  other 
areas,  working  men  must  spend  hours 
and  hundreds  of  dollars  a  year  on 
crowded  highways.  That's  what  our 
billions  have  accomplished. 

Why  has  our  transportation  system 
become  such  a  mess?  There  are  a  mul- 
titude of  answers,  but  they  all  boil 
down  to  one:  We  are  spending  our 
billions  in  a  way  that  even  a  Hottentot 
would  consider  irrational.  Practically 
all  the  Federal  Government's  expendi- 
tures are  for  highways.  Says  Alan  S. 
Boyd,  Secretary  of  the  Department 
of  Transportation:  "Everybody  talks 
about  a  balanced  transportation  sys- 
tem. We've  got  about  $4.5  billion  a 
year  going  into  the  Highway  Trust 
Fund.  On  the  other  side  of  the  scale, 
we  have  $175  million  going  into  mass 
transit  [both  rail  and  bus]  and  $65 
million  for  airports.  We've  got  a  buck- 
etful of  money  for  highways  and  only  a 
medicine  dropperful  for  the  rest." 

In  a  nation  with  100  million  auto- 
mobiles, highways  are  an  obvious  ne- 


cessity. Just  as  obviously,  however, 
they  are  not  the  complete  solution  to 
our  transportation  problems.  Since 
1957  the  Federal  Government  has 
spent  $36  billion  collected  from  taxes 
on  tires  and  gasoline  to  pour  220,000 
miles  of  concrete.  The  state  govern- 
ments have  spent  another  $58  billion. 
Yet,  as  every  motorist  knows,  the  traf- 
fic problem  hasn't  gotten  any  better; 
it's  gotten  worse  in  many  areas. 

More  Roads — More  Traffic 

One  reason,  of  course,  is  that  there 
are  more  cars  on  the  road.  Another  is 
that  highways  encourage  people  to 
drive  more.  As  Harold  E.  Wirth,  a 
Washington  lobbyist  for  Firestone  Tire 
&  Rubber  and  chairman  of  the  District 
of  Columbia  chapter  of  the  Highway 
Users  Conference  (which  is  also  a 
lobby),  says:  "Trouble  is,  every  time 
you  build  one  of  these  roads,  they're 
so  damned  good,  everybody  flocks  to 
them."  He  says  it  with  a  smile:  He's 
paid  to  keep  the  concrete  flowing;  the 
theory  is  that  highways  sell  rubber. 

The  highway  lobby's  solution  is  a 
variation  on  the  hair-of-the-dog-that- 
bit-you  theory:  If  you  have  a  hangover, 
the  cure  for  what  ails  you  is  another 
drink.  If  you  have  a  traffic  jam,  build 
another  highway. 

It  hasn't  worked  so  far.  It  cannot 
work.   Highways  don't  run  from  no- 


Next  Stop:  Chaos.  A  lonely  car  travels  up 
a  lonely  highway  only  to  get  jammed  in 
traffic  when  it  approaches  the  city.  Com- 
mercial airliners  wait  hours  to  land  or 
take  off  because  the  pilots  of  small  pri- 
vate planes  have  the  right  to  use  the 
same  costly  airport  space  they  do.  City 
dwellers  ride  to  work  like  cattle  because 
Congress  is  niggardly  with  funds  for 
mass  transit.  On  the  streets  of  the  cities, 
trucks,  busses,  taxis  and  private  cars 
form  an  almost-unmovable  mass,  pollut- 
ing the  air  with  their  exhausts,  making 
the  day  hideous  with  the  honking  of  tens 
of  thousands  of  horns.  Congress  is  will- 
ing to  appropriate  billions  to  build  more 
lonely  roads  for  that  lonely  car,  but  when 
it  comes  to  putting  up  money  for  airports, 
airlines,  parking  lots,  high-speed  rail- 
roads,   subways — that's    another    story. 
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where  to  nowhere.  They  link  cities. 
And  the  cities,  by  their  very  nature, 
are  bottlenecks.  They  can  handle  just 
so  many  cars,  and  that  will  always  be 
true  until  some  genius  figures  out  a 
way  of  making  streets  elastic.  That  is 
why,  as  cars  approach  a  city,  in  some 
places  even  before  they  reach  the  sub- 
urbs, traffic  becomes  jammed.  Laying 
down  more  highways  cannot  possibly 
alleviate  the  problem,  because  the 
problem  is  the  city  itself.  Just  one  car 
too  many  acts  as  a  cork,  closing  the 
bottleneck  and  backing  up  traffic  for 
miles.  The  city  is  the  problem,  but  the 
cities  are  not  getting  the  money;  it's 
going  for  ribbons  of  concrete. 

The  solution  clearly  is  to  bring  more 
people,  especially  commuters,  into  the 
cities  by  mass  rapid  transit,  thus  reliev- 
ing the  congestion  in  the  streets.  Most 
of  the  nation's  major  cities  now  recog- 
nize this,  but  it's  not  easy.  First,  where 
will  the  money  come  from?  As  Boyd 
has  pointed  out,  while  there's  more 
than  enough  for  highways,  there's  only 
"a  medicine  dropperful  for  the  rest." 
Another  reason  is  the  highway  lobby, 
by  far  the  most  powerful  in  the  U.S. 

The  highway  lobby  is  not  a  sinister 
thing.  It  represents  a  major  part  of  the 
U.S.  economy,  on  which  millions  of 
Americans  depend  for  a  livelihood,  di- 
rectly or  indirectly:  the  oil  companies, 
the  auto  companies,  the  tire  compa- 
nies, the  trucking  companies,  the  high- 
way construction  companies.  It  repre- 
sents the  man  who  owns  an  auto 
agency  in  a  small  New  England  town 
and  the  widow  running  a  gas  station 
along  an  Indiana  highway.  It  repre- 
sents the  trade  unions  whose  members 
work  on  the  highways. 

The  highway  lobby  has  behind  it 
some  of  the  most  powerful  state  politi- 
cal machines  in  the  U.S.  In  many 
states,  the  highway  department  pro- 
duces the  grease  that  keeps  the  ma- 
chine running.  Since  the  gasoline 
pump  is  one  of  the  most  efficient  tax- 
collection  agencies  ever  devised  by 
man,  in  many  states  it  takes  in  more 
money  than  any  other  state  depart- 
ment. It  has  more  contracts  to  give  out; 
it  has  moie  favors  to  offer  (like  run- 
ning a  highway  past  someone's  land 
even  though  common  sense  says  it 
should  be  elsewhere). 

Finally,  like  the  gun  lobby,  the  high- 
way lobby  has  the  strength  of  a  great 
mystique.  There  are  millions  of  Ameri- 
cans who  just  plain  love  cars.  They 
will  make  any  sacrifice  to  own  and 
drive  a  car.  A  car  is  not  a  necessity  in 
New  York  City;  it  can  more  aptly  he 
(ailed  an  expensive  nuisance.  The  auto 
insurance  rates  in  New  York  are  among 
the  highest  in  the  U.S.  In  some  parts 
of  the  city,  it  costs  as  much  as  $75  a 
month  to  garage  a  car.  In  midtown, 
the  parking  lots  charge  as  much   as 


$1.50  an  hour.  The  traffic  is  agonizing. 
In  spite  of  this,  1.5  million  cars  are 
owned  by  New  Yorkers.  That's  how 
powerful  the  mystique  is. 

Generosity  on  Capitol  Hill 

If  all  this  were  not  enough,  the  high- 
way lobby  has  never  hesitated  to  spend 
money:  an  estimated  $500  million  a 
year.  Part  of  this  goes  to  legislators- 
local,  state  and  federal.  According  to  a 
recent  story  in  the  Des  Moines  Regis- 
ter, 13  of  the  34  members  of  the 
House  Public  Works  Committee,  which 
has  jurisdiction  over  highway  legisla- 
tion, have  received  campaign  contri- 


Victim  of  Timing.  Alan  Boyd  has 
the  distinction  of  being  the  first 
U.S.  Secretary  of  Transporta- 
tion, but  the  bad  luck  to  have 
been  able  to  accomplish  little. 
One  reason:  the  highway  lob- 
by. Another:  the  Vietnam  War. 


butions  from  the  highway  lobby  rang- 
ing from  $500  to  $3,000.  It's  also 
accepted  practice  for  industry  associa- 
tions belonging  to  the  Highway  Users 
Association  to  ask  key  members  of 
Congress  to  address  their  meetings  for 
a  fee  that  may  run  as  high  as  $5,000. 
The  highway  lobby  makes  it  a  prac- 
tice to  fight  mass  transportation.  It 
argues  that  mass  transportation  is  a 
waste  ol  money  because  few  people 
will  use  it  since  "surveys  show  they 
prefer  their  cars."  Alan  Boyd,  however, 
disagrees;  "The  community  hasn't  had 
a  chance  to  make  a  choice.  There's 
money   lor   highways,   and   that's  it." 


Basically,  the  highway  lobby  has 
two  motives.  One  is  obvious:  The  bet- 
ter the  highways  and  the  worse  public 
transportation  becomes,  the  more  peo- 
ple will  prefer  to  drive  cars;  already 
one  family  in  four  is  a  two-car  family. 
The  other  motive  is  less  obvious. but 
equally  powerful:  The  highway  people 
don't  want  to  see  gasoline  go  the  way 
of  the  cigarette  so  far  as  taxes  are  con- 
cerned. As  things  now  stand,  the  fed- 
.  eral  gasoline  tax  is  only  4  cents  a 
gallon,  11%  of  the  typical  price,  and 
typical  state  and  local  taxes  run  to 
another  7  cents,  20%  of  the  price.  By 
contrast,  in  New  York  City,  for  ex- 
ample, cigarette  taxes  run  to  24  cents 
a  pack,  about  50%  of  the  price. 

Like  cigarettes,  gasoline  is  a  product 
that  people  will  buy  at  almost  any 
price.  By  seeing  to  it  that  gasoline 
taxes  go  only  for  highways,  the  high- 
way lobby  interests  hope  to  kill  the 
temptation  on  the  part  of  governments 
to  tax  gasoline  for  general  revenue  pur- 
poses. 

One  of  the  cities  that  has  de- 
cided to  fight  building  more  highways 
and,  instead,  create  a  mass  trans- 
portation system  to  bring  in  people  is 
San  Francisco.  The  Bay  Area  now  has 
3.5  million  people;  by  1980  it  will  have 
12  million.  To  Mayor  Joseph  L.  Alioto, 
a  tough,  former  antitrust  lawyer,  it's 
obvious  that  there  just  isn't  any  way 
they  will  all  be  able  to  get  around  by 
car.  "Some  of  them  are  just  going  to 
have  to  get  the  hell  out  of  their  cars 
and  use  other  means  of  transportation," 
he  says.  San  Francisco  has  launched  a 
$l-billion  Bay  Area  Rapid  Transit  proj- 
ect called  BART,  and  Alioto  is  having 
the  devil's  own  time  finding  the  money 
to  complete  it,  partly  because  of  the 
highway  lobby's  opposition.  The  lobby 
is  dead-set  against  BART  because,  says 
Alioto,  it  "looks  on  BART  as  competi- 
tive with  their  automobiles.  .  .  .  I've 
written  letters  to  all  the  company  pres- 
idents concerned,  telling  them  they 
should  call  off  their  dogs,  explaining 
that  they  are  not  representing  their 
best  interests.  Any  answers?  Just  one 
from  Standard  Oil  of  California. 
They're  willing  to  talk  about  it." 

While  fighting  BART,  the  highway 
lobby  is  pushing  for  four  miles  of  free- 
way through  the  city's  recreation  and 
watershed  land.  Alioto  says  the  city 
doesn't  want  highways  there.  The 
highway  lobby  is  also  trying  to  build 
a  freeway  through  the  city's  famous 
Golden  Gate  Park.  "We  told  them  [the 
highway  lobby]  they  can  go  to  hell," 
says  Alioto.  "They  aren't  going  to 
build  a  freeway  through  this  city  un- 
less they  go  underground." 

Another  city  that  has  been  attempt- 
ing to  block  new  highways,  substitut- 
ing mass  transportation,  is  Washington, 
D.C.  For  the  past  five  years,  the  U.S. 
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"^  Drawing  by  Alan  Dunn;  ©  1968 

The  New  Yorker  Magazine,  Inc. 

"This  is  your  captain.  We  are  now  approaching  the  New  York  area,  and 
we  have  every  hope  of  landing  sometime  in  the  foreseeable  future." 


Bureau  of  Public  Roads  has  been  try- 
ing to  build  a  new  bridge  over  the 
Potomac  and  a  series  of  inner  belt  free- 
ways. Citizens'  groups  have  opposed 
the  project  on  the  grounds  that  it 
would  destroy  part  of  the  Mall,  cut 
through  miles  of  park  land,  and  further 
congest  traffic.  The  lobby  is  going  to 
have  its  way.  In  August  Congress 
passed  the  Federal-Aid  Highway  Act 
of  1968,  which  ordered  the  District  of 
Columbia  to  start  construction  of  the 
contested  project  in  "not  later  than  30 
clays."  Mayor  Walter  E.  Washington, 
and  the  Secretaries  of  Transportation, 
Interior,  and  Housing  &  Urban  Devel- 
opment all  urged  President  Johnson  to 
veto  the  bill,  but  he  signed  it  anyway 
se  of  what  Boyd  calls  blackmail. 
Democratic  Representative  William  H. 
Natcher  of  Kentucky,  chairman  of  the 
Appropriations  Subcommittee  for  the 
District  of  Columbia,  threatened  not 
to  release  nny  of  the  money 

Congress  had  voted  for  the  subway 
Washingtonians    really    want    "1 
those  highway  projects  get  going  be- 
yond recall."  Such  is  the  power  of  the 
highway  lobby. 

Uproar  in  the  Ghettos 

This  obsession  for  building  high 
while  neglecting  ever      thi      form  of 
transportation    has    not    oni 
cated  the  nation's  transj         tion  prob- 
lems;  it  also  has  acerbat 
problems.  With  freeways  all  link- 

ing the  cities,  there  soon  won  i  be  any 
place  to  build  more— except  right  in- 
side the  cities  themselves.  And  that's 
what  the  highway  lobby  is  pi 


There  is  a  certain  logic  in  the  lobby's 
position:  Wherever  the  cities  consti- 
tute a  bottleneck,  pave  them  over.  Un- 
derstandably, when  an  engineer  plans 
a  freeway,  he  picks  a  route  that  runs 
through  relatively  inexpensive  prop- 
erty. Not  always  but  usually,  that 
means  the  Negro  ghettos.  It's  a  ques- 
tion of  dollars  and  cents,  not  race  prej- 
udice, but  it  nevertheless  infuriates  the 
inhabitants  of  the  ghettos,  for  it  means 
tearing  down  the  houses  in  which  they 
live.  Granted  these  houses  frequently 
are  slums;  the  inhabitants  of  the  ghet- 
tos have  no  other  place  to  live. 

Urban  freeways,  therefore,  have 
become  a  major  issue  among  Negroes 
in  several  cities  and  towns  in  northern 
and  border  states,  including  Nashville, 
Tenn.;  Ossining  and  Tarrytown,  N.Y.; 
Baltimore  and  Philadelphia.  They  were 
a  major  cause  of  the  riots  that  swept 
Newark  and  Detroit  last  year. 

Partly  for  this  reason,  partly  because 
of  the  other  problems  it  causes  for  the 
city,  including  pollution  and  increased 
congestion,  and  partly  because  all  the 
other  means  of  transportation  are  de- 
manding urgent  attention,  opposition 
to  building  more  freeways  is  growing. 
So  far,  it  has  not  reached  such  propor- 
tions that  it  greatly  disturbs  the  high- 
way lobby.  Jerry  W.  Poole  of  the 
American  Petroleum  Institute,  which 
represents  the  major  oil  companies,  for 

imple,  simply  dismisses  the  com- 
plaints of  Negro  leaders  and  of  mayors 
like  Alioto  with  the  statement:  "We 
have  to  relocate  and  tear  clown.  You 
can't  do  this  without  irritating  some- 
body." John  de  Lorenzi,  public  rela- 


tions director  of  the  diehard  American 
Automobile  Association,  is  even  more 
cavalier.  "Fighting  freeways  is  an  emo- 
tional thing,"  he  says.  "It  seems  to  be 
the  new  'in'  thing.  Last  year,  it  was 
Vietnam;  this  year,  highways." 

One  reason  the  highway  lobby  can 
afford  to  dismiss  its  critics  is  the  fact 
that,  jn  a  sense,  the  highway  program 
is  self-generating.  Proposals  to  appro- 
priate money  for  airports,  for  mass 
transportation  and  for  improving  the 
nation's  railroads  all  must  compete  with 
proposals  to  appropriate  money  for  de- 
fense, for  housing,  for  education,  for 
the  support  of  agriculture.  The  high- 
way program  has  its  private  pork  bar- 
rel, the  Federal  Highway  Trust  Fund. 
Every  time  a  motorist  or  trucker  buys 
a  new  tire  or  a  gallon  of  gasoline,  he 
pays  a  tax  that  goes  into  this  fund  and 
cannot  be  used  for  any  purpose  except 
highways,  that  cannot  be  tapped  by 
anyone,  not  even  by  the  Department  of 
Defense. 

Congressmen  who  believe  the  na- 
tion's transportation  is  unbalanced 
have  argued  in  favor  of  using  part  of 
the  Highway  Trust  Fund  for  other 
means  of  transportation,  to  build  new 
airports,  for  example.  The  highway 
lobby  has  beat  them  off.  AAA  attended 
both  national  conventions  to  lobby  for 
"a  plank  protecting  the  Highway  Trust 
Fund."  De  Lorenzi  says:  "We  fight 
hard.  You  never  know  where  the  threat 
will  pop  up.  Even  Alan  Boyd  has  been 
suggesting  the  use  of  highway  money 
for  parking  lots  near  transit  stations." 

It's  a  fact  of  bureaucratic  life  that, 
if  a  government  agency  has  money,  it 
will  find  a  way  to  spend  it.  Given  the 
nature  of  the  Federal  Highway  Trust 
Fund,  the  highway  program  has  a 
never-ending  supply  of  money. 

On  top  of  this  is  another  fact:  Under 
the  National  Highway  Act,  states  that 
decide  to  build  a  highway  can  get  90% 
of  the  money  from  the  Highway  Trust 
Fund.  Faced  with  a  choice  between 
constructing  a  mass-transit  system  that 
will  cost  it  100  cents  on  the  dollar  and 
a  freeway  that  will  cost  it  only  10  cents 
on  the  dollars,  the  temptation  for  a 
state  to  build  a  freeway  is  almost  ir- 
resistible. 

What  about  the  airplanes?  What  has 
the  power  of  the  highway  lobby  to  do 
with  airplanes  stacked  up  for  hours 
over  New  York's  Kennedy  Airport  or 
lined  up  on  the  runways  at  Chicago's 
O'Hare?  The  answer  is:  Plenty.  Last 
year  in  the  U.S.,  $625  million  was 
budgeted  for  airport  building,  expan- 
sion and  modernization.  Of  this,  just 
$65  million,  over  10%,  came  from  the 
U.S.  Government.  This  meant  of  course 
that,  while  local  governments  could 
build  highways  with  10-cent  dollars, 
they  had  to  build  airports  with  90-cent 
dollars.  The  result  has  been  predictable, 
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foreign  exchange.  Wells 
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requirements.  Along  with  the 
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Contact  Wells  Fargo  Bank, 
Northern  California  Head- 
quarters, International 
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ep  selling  Buicks  for  us. 


Ask  Charlie  Bick 
about  the  future  of  mfcroelectronics. 


Seventy  times  a  minute,  Charlie  Bick 
depends  on  a  tiny  electronic  "pacer" 
to  tell  his  heart  to  beat.  So  do  more  than 
15,000  other  Americans.  And  the 
companies  that  build  them  couldn't  have 
done  it  ten  years  ago. 

As  microelectronic  circuitry  gets 


smaller  and  smaller,  its  potential  gets 
bigger  and  bigger.  In  medicine,  in  space 
flight,  in  communications,  in  industries 
that  haven't  even  been  thought  of  yet. 
And  there's  no  end  in  sight.  That's  why 
microelectronics  is  referred  to  as  one  of 
the  great  emerging  industries. 


Already,  we've  developed  micro- 
electronic parts  so  small  that  12  millon 
transistors  will  fit  inside  a  thimble.  And 
we're  working  to  make  them  even  smaller. 

Keep  your  eye  on  the  things  we  come 
up  with  in  microelectronics.  While 
they're  still  big  enough  to  see. 
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MICROELECTRONICS- 
ONE  OF  THE  EMERGING 
INDUSTRIES  OF 
NORTH  AMERICAN  ROCKWELL. 

WE'RE  ALSO  BUSY: 

Discovering  a  whole  new  world  of 
natural  resources  through  Oceanography. 

Developing  sodium-cooled  fast-breeder 
reactors  to  produce  Nuclear  Energy  for 
more  efficient  power  generation. 

Developing  new  techniques  in  hospital 
systems  and  hospital  modernization 
for  advanced  Medical  Technology. 

Applying  our  knowledge  of  data 
processing  to  develop  new  Learning 
Technology  that  will  cope  with  the 
information  explosion. 


Finding  new  ways  of  filtering  air  to 
provide  effective  Pollution  Control. 

Developing  Systems  Management 
techniques,  an  entirely  new  approach 
to  solving  human  problems. 

And  we're  active  in  leading  growth 
markets: 

Automotive:  Our  Rockwell-Standard 
Divisions  are  major  suppliers  of  heavy- 
duty  truck  components. 

General  Aviation:  Between  our 
Aero  Commander*  aircraft  and  our 
Sabreliner  jets,  we  manufacture  the 
nation's  fullest  line  of  business,  pleasure 
and  agricultural  aircraft. 

Leisure  Market:  The  Hatteras  Yacht 
facilities  of  our  Industrial  and  Marine 
Divisions  build  a  complete  line  of 
luxury  fiberglass  motor  yachts. 


To  find  out  what  else  we're 

doing,  send  for  our  Seven  Emerging 

Industries  booklet.  Write 

North  American  Rockwell  Corporation, 

Corporate  Public  Relations,  General 

Offices,  2300  East  Imperial  Highway, 

El  Segundo,  California  90245. 


and  it  is  going  to  get  worse. 

The  airport  situation  is  tied  to  the 
other  forms  of  transportation  in  yet  an- 
other way.  Few  people  want  airports 
near  their  homes:  The  noise  is  getting 
worse  and  worse.  The  only  solution  is 
to  build  new  airports  far  out  in  the 
country.  But  that  solution  runs  right 
smack  into  the  problem  of  urban  con- 
gestion: How  are  passengers  disgorged, 
say,  at  the  far  tip  of  Long  Island,  going 
to  make  the  130  miles  into  Manhattan. 
By  car?  It  would  take  six  hours  to  make 
the  trip.  The  solution  is  comfortable, 
efficient,  high-speed  rapid  transit.  But 
where  is  the  money  coming  from?  Not 
from  the  airlines.  They  are  hard  put  to 
finance  the  fleets  of  new  airplanes  they 
have  contracted  for. 

But  many  of  the  new  aircraft  may 
turn  out  to  be  unusable  unless  some- 
thing is  done  about  the  airport  situ- 
ation. The  airlines  last  year  owned 
2,188  planes;  by  1974  they'll  have 
3,400.  Private  planes  totaled  114,000 
and  will  top  170,000  by  1974.  Already 
the  Federal  Aviation  Administration 
has  ordered  the  airlines  to  reduce  the 
number  of  flights  into  the  busier  air- 
ports at  the  busiest  times.  This,  of 
course,  will  alleviate  the  situation.  But 
it  will— in  the  long  run— cause  a  deteri- 
oration in  comfort  and  convenience  and 
reduce  the  range  of  choice  available  to 
air  travelers.  (Already  the  once-won- 
derfully  convenient  New  York  to 
Washington  air  shuttle  has  been  cur- 
tailed.) Most  important  of  all,  it  will 
limit  the  expansion  potential  of  the 
busiest  routes  and  lead  to  even  greater 
problems  for  the  airlines  a  few  years 
from  now. 

Given  the  continuing  growth  oi  air 
travel,  New  York  has  to  have  a  fourth 
airport.  No  doubt  it  will  eventually  get 
one-»but  loo  late  to  prevent  continuing 
crises.  New  Jersey  and  New  York  still 
are  at  least  a  year  or  two  away  from 
agreeing  on  a  site.  Even  after  they  do 
agree,  it  will  take  an  estimated  eight  or 
nine  years  to  build  the  airport.  Once 
built,  there  will  remain  the  problem  of 
getting  people  to  and  from  the  airport. 

The  highway  lobby  has  a  standard 
answer,  of  course:  Build  another  high- 
way. Cleveland  tried  it,  and  learned 
that  it  wasn't  an  answer  at  all.  The  new 
highway  quickly  became  as  congested 
as  the  old.  Cleveland  has  since  built  a 
rapid-transit  system  out  to  its  airport, 
and  that  does  work.  New  York,  which 
has  an  even  worse  problem  than  Cleve- 
land's since  Manhattan  is  completely 
surrounded  by  water,  is  talking  about 
extending  the  subway  to  La  Guardia 
and  the  Long  Island  Railroad  to  Ken- 
nedy. The  problem  is:  Money.  New 
York  can  get  all  the  money  it  wants  to 
build  a  highway  across  Manhattan  that 
will  obliterate  thousands  of  homes 
and  businesses,  including  Chinatown, 


which  is,  among  other  things,  a  great 
tourist  attraction,  but  money  to  bring 
people  into  New  York  quickly  and 
comfortably?  Congress  already  has  de- 
cided on  its  priorities:  $5  billion  for 
highways;  $175  million  for  mass  tran- 
sit. When  that  $175  million  is  divided 
among  50  states,  the  figure  becomes 
meaningless. 

Another  example  of  Congress's  sense 
of  proportion:  The  need  for  a  high- 
speed train  between  Washington  and 
New  York,  and  New  York  and  Boston 
has  long  been  obvious.  Nowadays,  in 
rush  hour,  a  man  has  to  spend  40  or 
50  minutes  getting  to  National  Airport 
and  an  hour  or  more  getting  from  La 
Guardia  to  New  York,  and  this  for  a 
50-minute  plane  ride.  It  wouldn't  make 
sense  if  there  were  a  high-speed  train 
between  Washington  and  New  York. 

A  train  going  125  miles  an  hour  is 
technically  feasible.  Japan  has  one  run- 
ning between  Tokyo  and  Osaka.  It  has 
been  a  huge  success,  a  huge  financial 
success.  Last  year,  it  earned  $96  mil- 
lion on  revenues  of  $310  million.  Japan 
has  decided  to  extend  the  line  through- 
out the  islands,  650  miles. 

Perm  Central  is  attempting  to  dupli- 
cate the  Japanese  feat.  So  far,  it  has 
failed.  It  was  supposed  to  start  operat- 
ing its  high-speed  train  in  October 
1967  but,  says  Boyd,  "They're  running 
into  all  sorts  of  technical  problems  on 
this  thing."  Why?  "Largely  because  we 
tried  to  do  it  on  the  cheap." 

The  Japanese  government  spent 
$1.3  billion  to  build  the  Tokyo-Osaka 
railroad.  The  U.S.  Government  has  put 
up  $12  million  for  the  high-speed 
Washington-New  York  train.  Twelve 
million  dollars  couldn't  build  14  miles 
of  highway. 

At  that,  Congress  was  generous,  pos- 
sibly because  Congressmen  spend 
much  of  the  year  in  Washington  and 
travel  frequently  to  New  York.  High- 
speed trains  are  needed  all  over  the 
U.S.,  wherever  a  megalopolis  has  de- 
veloped—from San  Francisco  to  Los 
Angeles,  for  example,  and  from  Chi- 
cago to  Milwaukee  and  Detroit.  The 
necessity  has  left  the  legislators  cold. 

From  Trouble  to  Catastrophe 

Until  now,  the  nation's  transporta- 
tion mess  has  been  merely  an  incon- 
venience. It  has  merely  meant  getting 
snarled  in  traffic,  coming  late  to  work 
on  commuter  trains  which  break  down 
periodically,  waiting  hours  in  airlines 
terminals  for  a  plane  to  arrive.  Unless 
something  is  done— and  soon— however, 
there  is  a  good  chance  that  the  mess 
may  lead  to  catastrophe.  Over  all  the 
nation's  overcrowded  airports,  near- 
misses  have  become  a  commonplace. 
According  to  Kenneth  T.  Lyons,  presi- 
dent of  the  National  Association  of 
Government  Employees,   "The  safety 
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got  water  shortage 

HEADACHES? 


More  than  532  square  miles  of  surface 
water!  Most  of  the  remaining  dry  land  under- 
laid with  a  vast  network  of  cool  (60°) 
underground  streams.  Enough  water  to  sup- 
port Kentucky  industry  well  into  the  future. 

In  Kentucky  there's  plenty  of  water  when 
and  where  you  need  it  —  including  a  9  foot 
channel  to  "Paradise,  Ky.,  one  link  in  the 
nation's  largest  network  of  year-round  navi- 
gable controlled  waterways. 

Whatever  your  complaint .  . .  lack  of  profits 
or  shrinking  water  supply ...  get  fast  relief 
in  Kentucky. 

*  Where  TVA  is  building  one  of  the 
largest  single 
electric  gen- 
erating units  m 
in  the  U.S. 

For  complete  information  write 

Department  of  Commerce    F-68 

Frankfort  Ky.  40601 


50 


factor  at  Washington's  National  Air- 
port has  degenerated  to  a  point  that 
almost  daily  there  are  reported  and 
unreported  near-misses  averaging  five 
a  day."  The  nation's  luck  can't  hold  out 
forever. 

The  failure  to  spend  money  on  mass 
transportation  could  lead  to  a  catas- 
trophe of  another  sort.  To  cite  just  one 
example:  Over  the  years,  the  New 
Haven  Railroad  has  steadily  been  run- 
ning down.  It  has  become  so  unreliable 
that  fewer  and  fewer  people  use  it 
every  year;  they  just  can't  depend  on 
the  New  Haven.  Nevertheless,  it  still 
carries  30,000  commuters  to  and  from 
work  each  day. 

If  the  New  Haven  should  break 
down  completely,  it  would  take  at  least 
25,000  automobiles  to  get  those  com- 
muters to  work.  (The  average  auto- 
mobile carries  1.1  passengers.)  In 
simple  fact,  they  would  never  get  to 
work,  for  25,000  more  cars  on  the 
highways  leading  into  New  York 
would  create  a  traffic  jam  all  the  way 
to  Greenwich,  Conn.  Building  50  more 
highways  wouldn't  help,  since  Man- 
hattan can  be  entered  only  through 
bridges  and  tunnels.  Building  more 
bridges  and  tunnels  wouldn't  help,  be- 
cause Manhattan  can't  take  any  more 
cars;  it's  only  22  square  miles. 

Some  of  the  nation's  leading  corpo- 
rations, which  have  offices  in  Manhat- 
tan, would  just  have  to  declare  a  long 
holiday. 

Billions  Needed 

According  to  Department  of  Trans- 
portation experts,  it  would  take  a  mini- 
mum of  $37  billion  over  the  next  five 
years  to  make  even  a  start  on  cleaning 
up  the  nation's  transportation  mess: 
$5  billion  for  corridor  trains— Boston  to 
Washington  to  New  York;  Chicago  to 
Milwaukee  and  Detroit;  San  Francisco 
to  Los  Angeles— $4  billion  for  airports, 
$5  billion  for  airways  (that  is,  for  au- 
tomated controls  of  flights),  $8  billion 
for  mass  transit,  the  rest  for  establish- 
ing bus  transit,  fringe  parking,  auto- 
mated roadways  and  the  like.  That 
kind  of  money  can  only  come  from  the 
U.S.  Government— and  justifiably  so, 
since  an  efficient  transportation  system 
is  vital  to  an  efficient  economy. 

But,  to  quote  Alan  Boyd  again: 
"Congress  appropriated  only  $175  mil- 
lion for  mass  transit  for  50  states.  At 
best  one  city,  after  a  couple  of  years 
of  haggling,  might  get  $900,000.  Now 
what  the  hell  good  is  that  going  to  do 
against  $1  billion  available  for  high- 
wax    projects?" 

Only  three  years  ago,  at  the  start  of 
his  first  elected  term  in  office,  Lyndon 
B.  Johnson  had  high  hopes  of  doing 
something  about  the  situation.  He  told 
Fohbes  at  the  time:  "We  need  a  trans- 
portation policy.  There  are  conflicting 


interests  at  work.  We've  got  to  let  the ' 
truckers  know  they  can't  contribute  to 
a  $100-a-plate  dinner  for  a  Congress- 
man and  then  own  him.  The  railroads 
can't  have  any  more  Jay  Gould  em- 
pires. The  airlines  can't  just  serve  their 
own  interests  and  tell  us  who's  going 
on  the  Civil  Aeronautics  Board.  But 
they're^  all  children  in  the  woods  of 
Government.  They've  got  to  be  led. 
Transportation  [a  national  program] 
has  to  be  sold  to  this  country.  You've 
got' to  get  the  people  excited  about  it." 

A  first  step  was  the  establishment  in 
1967  of  a  Department  of  Transporta- 
tion. Its  mission  was  to  see  to  it  that  the 
U.S.  got  a  balanced,  modern  transpor- 
tation system.  Johnson  was  then  at  the 
height  of  his  power.  But  then  the  soar- 
ing cost  of  the  Vietnam  war  destroyed 
the  possibility  of  getting  additional 
money  for  mass  transit  or  for  air  travel. 
Later,  as  the  President's  power  and  in- 
fluence waned  with  his  popularity,  the 
vested  interests,  especially  the  highway 
and  trucking  people,  were  able  increas- 
ingly to  have  their  way  in  Congress.  So 
much  so  that,  in  struggling  to  prune 
the  budget  this  year,  the  Administra- 
tion has  been  unable  to  make  any  im- 
portant cuts  in  the  highway  program— 
which  is  certainly  one  of  the  more 
postponable  and  inflationary  items  in 
the  federal  budget.  The  best  the  Ad- 
ministration has  been  able  to  do  is  to 
"stretch  out"  (i.e.,  postpone)  $200 
million,  less  than  5%  of  the  $5.5-billion 
federal  highway  budget. 

One  solution  to  the  problems  that 
is  gaining  in  support  is  for  an  Airways 
Trust  Fund,  financed  by  taxes  on  air- 
line passenger  tickets  and  aviation  gas- 
oline (not  jet  kerosene).  Another  pos- 
sible fund  might  finance  mass  transit 
and  railroad  passenger  travel.  But  these 
would  be  solutions  of  desperation.  The 
mind  boggles  at  the  prospect  of  a  fed- 
eral budget  straitjacketed  by  an  endless 
series  of  earmarked  taxes  and  spending 
mandates. 

Will  federal  money  be  forthcoming 
for  transportation  in  a  more  straight- 
forward and  sensible  way?  Will  the 
next  Administration  be  able  to  come 
to  grips  with  the  problems?  Whatever 
it  does,  one  thing  seems  certain:  It 
will  have  to  consider  seriously  divert- 
ing some  gasoline-tax  revenues  for 
other  forms  of  transportation.  Only  the 
gasoline  tax  offers  a  convenient  and 
relatively  painless  way  to  raise  the 
money;  there  are  too  many  other  de- 
mands pressing  on  general  revenues  in 
an  already  overswollen  federal  budget. 

But  something  will  have  to  be  done, 
because  the  U.S.  is  heading  for  a  trans- 
portation mess  that  is  going  to  affect 
not  only  the  quality  of  life  in  this 
country  but  our  economic  life  as  well 
—to  say  nothing  of  our  image  as  the 
industrial  leader  of  the  world.  ■ 
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Goodbody 
knows  something 
you  should  know 
about  new 
capital  sources. 


If  you  are  an  executive  in  a  profitable,  growing  business, 
you  may  find  that  the  one  crucial  ingredient  of  success  with 
which  you  need  assistance  is  capital.  Ideas,  management, 
production,  sales  and  distribution  your  own  talents  provide, 
but  your  horizons  may  be  limited  because  of  a  shortage  of 
capital. 

Goodbody's  underwriting  department  is  particularly  well 
qualified  to  provide  guidance  to  corporate  executives  in  the 
development  and  implementation  of  their  capital  programs. 
Our  corps  of  specialists  can  give  you  advice  on  which  type 
of  financing  is  most  suitable  and  then  follow  through  with 

the  program.   In  addition, 


you  can  get  assistance  in  stockholder  relations,  dividend 
policy  and  the  preparation  of  financial  reports  and  proxy 
material. 

Goodbody,  with  100  offices,  more  than  1500  invest- 
ment executives  and  a  quarter  of  a  million  customers  across 
the  country,  can  help  provide  either  national  or  regional 
distribution  to  suit  your  needs.  And,  because  Goodbody's 
new  issues  have  built  up  a  following  among  institutional 
investors,  we  can  sustain  interest  in  the  aftermarket  as  well 
as  pave  the  way  for  future  private  placements. 

Should  a  new  issue  not  be  the  ideal  vehicle  for  your  ex- 
pansion, we  can  also  arrange  mergers  or  acquisitions.  Our 
1500  investment  executives  across  the  country  are  close  to 
the  officers  of  many  companies  in  their  areas  who  are  po- 
tential partners  in  such  negotiations.  They  can  frequently 
suggest  several  situations  worth  exploring. 

In  recent  months,  Goodbody  has  underwritten  new  issues 

in  the  fast-growing  fields  of  franchising,  mobile  homes  and 

data  processing.  These  small-  to  medium-sized  companies 

had  a  record  of  success  and  good  management;  they  needed 

only  additional  capital  to  exploit  their  potential  further. 

If  your  company  would  benefit  from  a  timely  transfusion 

of  new  funds,  talk  it  over  with  Goodbody.  As  a  start,  why 

not  contact  Mr.  James  Leonard,  partner,  at  the  address 

below  or  your  nearest  Goodbody  office. 


GOODBODY  &  CO. 

55  Broad  Street,  New  York,  N.  Y.  10004 

100  offices  throughout  the  nation 
Established  1891  •  Members  of  leading  Stock  and  Cc 
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A  Share  of  the  IRS 

Federal  income  taxes  keep  a  good  many  people 
poor,  but  they've  made  the  Bloch  family  rich. 


Billions  of  dollars  have  been  made 
in  the  past  decade  by  doing  for  the 
masses  what  used  to  be  done  only  for 
the  rich.  The  mutual  fund  is  the  poor 
man's  investment  counselor.  The  A- 
Frame  and  the  Camper  do  for  the 
masses  what  Newport  and  Bar  Harbor 
once  did  for  the  rich.  A  dozen  new 
restaurant  chains  have  sprung  up  be- 
cause many  an  American  family  can 
now  dine  out  once  a  week.  No  one 
has  made  better  use  of  this  phenome- 
non than  Henry  and  Richard  Bloch, 
who  last  month  sold  12%  of  their  H  &  R 
Block  (the  "k"  makes  it  easy  to  pro- 
nounce) for  $22.5  million,  retaining 
stock  worth  $88  million  at  current 
prices. 

The  Bloch  brothers  made  all  this 
money  by  making  out  income  tax  re- 
turns for  the  masses.  The  rich  man 
knows  that  his  accountant  will  save 
him  more  tax  money  than  the  account- 
ant's fee.  So,  apparently,  do  smaller 
taxpayers. 

According  to  the  Internal  Revenue 
Service,  more  than  68  million  Ameri- 
cans filed  individual  tax  returns  this 
year,  and  a  full  3.7  million  (5%)  paid 
an  average  of  $10.50  in  cash  to  H  &  R 
Block  for  helping  out.  By  its  April  30 
year-end,  Block  netted  $2  million  on 
revenues  of  $23  million  plus  $19  mil- 
lion from  its  1,300  franchised  offices. 

Massive  Need 

The  Blochs  have  discovered  a  mas- 
sive public  need  that  previously  was 


unfilled,  and  it  has  paid  off.  The  com- 
pany's profit  last  year  was  more  than 
its  total  sales  were  six  years  ago  when 
the  Blochs  first  sold  off  20%  of  their 
company  for  $300,000.  Since  going 
public,  earnings  have  boomed  1,100% 
on  a  company  revenue  explosion  of 
2,300%  and  the  lucky  original  stock- 
holders have  $5,662  worth  of  stock  for 
every  $100  they  invested.  Of  such  are 
new  issue  dreams  made! 

When  the  two  brothers  opened  their 
small  business  service  company  in  1946 
they  had  no  idea  that  it  would  lead  to 
their  present  fortunes.  The  original 
company  offered  bookkeeping,  man- 
agement advice,  collections,  inventory 
help  and  advertising  assistance.  Tax 
preparation  was  thrown  in  free.  By 
1954  they  were  one  of  Kansas  City's 
(Mo.)  biggest  bookkeeping  firms.  But 
the  Blochs  were  surprised  and  im- 
pressed by  the  number  of  their  clients, 
employees  and  friends  who  sought 
their  aid  in  unravelling  their  tax  forms. 

The  following  year  the  IRS  stopped 
doing  tax  returns  for  the  public  and 
the  Bloch  brothers  went  into  action. 
They  entered  the  tax  return  business 
full-time.  Within  months  they  fran- 
chised a  New  York  City  branch.  Its 
$66,000  volume  the  first  year  proved 
that  the  idea  of  offering  tax  advice  to 
the  masses  was  workable. 

Today,  H  &  R  Block  operates  2,400 
"storefront"  tax  offices  in  1,000  towns 
and  cities  in  48  states.  That's  an  in- 
crease of  more  than  2,000  offices  since 


On  Their  Own.  Henry  (left)  and  Richard  (right)  Bloch  always  expected  to  get  rich: 
they  were  grandnephews  of  William  Wollman,  the  extremely  rich  Manhattan 
broker-banker.  But  Wollman  died  in  1937  and  left  his  money  to  a  maiden  sister; 
she  died  in  1955  and  left  it  to  charity.  So  the  Blochs  went  out  and  made  their 
own  fortune;  worth  over  $100  million,  it  now  far  eclipses  Uncle  Bill's  $7.5  million. 


A 


1963  alone.  The  company  was  able  to 
stimulate  its  early  growth  and  lessen 
its  investment  by  franchising  most  of 
its  operations.  "Franchising  gave  im- 
petus to  our  initial  growth,"  says  Henry 
Bloch.  "A  few  years  ago  when  our  cash 
position  wasn't  as  healthy  as  it  is  today, 
we  granted  franchises  as  much  to 
spread  the  name  of  H  &  R  Block  as  we 
did  to  receive  the  small  franchise  fee 
[16%  of  gross]."  Now,  however,  with 
$~10  million  of  its  total  assets  of  $12 
million  in  cash,  the  Blochs  are  after 
more  of  the  action.  The  Blochs  aren't 
selling  any  more  franchises  in  areas 
over  50,000  in  population.  They  have 
also  bought  out  a  number  of  their 
major  franchised  offices. 

Paid  By  the  Minute 

The  company  guarantees  accurate 
preparation  of  every  return,  promising 
to  pay  any  penalty  or  interest  caused 
by  its  efforts,  but  not  the  actual  taxes 
due  to  the  error.  It  charges  a  minimum 
of  $5  for  the  short-form  1040  and 
throws  in  the  state  return  for  free. 
Charges  range  upward  based  upon  the 
amount  of  work  involved  and  the  num- 
bers of  forms  submitted,  not  upon  the 
customer's  income. 

During  the  tax  season  H  &  R  Block's 
payroll  jumps  from  about  500  perma- 
nent employees  to  almost  10,000  part- 
timers.  Virtually  all  of  them,  coming 
from  a  wide  variety  of  backgrounds, 
are  paid  a  salary.  The  company  runs  a 
profitable  school  for  simple  tax  ac- 
counting, then  hires  many  students  as 
employees.  Block  scrupulously  avoids 
getting  into  tax  law.  When  a  customer 
insists  on  claiming  a  clearly  question- 
able item,  the  company  will  not  take 
responsibility  for  it. 

While  Block's  past  performance  has 
been  spectacular,  it  has  still  only 
scratched  the  surface  of  a  huge  market 
in  which  there  is  still  no  organized 
competition.  Lawyers,  accountants  and 
other  local  firms  specialize  in  tax  prep- 
aration, but  they  get  only  20%  of  the 
market.  That  leaves  about  50  million 
people  who  still  make  out  their  own 
tax  returns,  and  all  of  these  people  are 
potential  Block  customers.  Further- 
more, the  increasing  complexity  of 
the  tax  laws  and  the  steady  increase 
in  individuals'  income  are  working  in 
Block's  favor. 

The  only  bad  part  of  the  business  is 
its  seasonal  nature.  Block  makes  all  of 
its  profits  in  the  spring  and  sustains 
small  losses  the  rest  of  the  year.  This, 
despite  efforts  to  develop  late  filings, 
audits  and  amended  returns.  But  that 
doesn't  bother  the  Blochs.  As  Henry 
Bloch  told  shareholders  at  the  last  an- 
nual meeting,  "One  of  the  biggest 
assets  we  have  is  being  a  seasonal 
business.  We  have  time  to  get  together 
at  meetings  and  think."  ■ 
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High  pressure  fertilization 


It's  a  fact  of  farm  life:  soil  itself  cannot 
reproduce  the  nutrients  which  each  year's 
harvest  takes  from  it.  Growers  depend 
.on  fertilizer  to  "recharge"  the  soil.  Plants 
depend  on  it  to  keep  growing. 
One  of  the  most  efficient  methods  of 
fertilization  is  to  apply  it  in  liquid  form. 
The  problem,  though,  is  applying  it. 
Liquid  fertilizer  evaporates  when  exposed 
to  the  air.  You've  got  to  get  it  to  the 
root  zones.  Fast. 

Until  now,  the  best  way  to  apply  liquid 
fertilizer  has  been  to  use  a  shank  rig. 
Shank  blades,  drawn  by  a  tractor,  cut  into 
the  soil  next  to  crop  furrows.  The 
fertilizer  flows  into  the  root  zones  through 
tubes  behind  the  blades. 
The  method  has  its  disadvantages. 
Shanks  may  damage  roots.  Or  they  may 


Spoon  feeding. ..a  better  way  to  grow 
more  crops  for  a  growing  population 


transmit  disease. 

The  rig  is  slow  to  move  —  and  costly  to 
maintain. 

The  problem  was  a  concern  to  growers, 
equipment  manufacturers  and  chemical 
fertilizer  suppliers,  including  Collier 
Carbon  and  Chemical  Corporation, 
a  wholly-owned  subsidiary  of  Union  Oil. 
To  solve  it,  Collier's  agricultural  engineers 
developed  equipment  for  high-pressure, 
or  "shankless,"  injection.  Liquid  fertilizer 
is  pumped  at  extremely  high  pressures, 
literally  "knifing"  inches  into  the  soil 
without  cutting  into  it  the  way  shank  blades 
would  do. 

The  system's  equipment,  for  which  a 
'U.S.  patent  is  pending,  works  well  with  a 
number  of  liquid  fertilizers  —  and 
without  the  shank  blades'  disadvantages. 
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A  smaller  tractor  can  cover  twice  the 
area  in  almost  the  same  amount  of  time 
that  a  shank  rig  can.  And  application 
is  uniform.  In  a  split  second,  fertilizer  is 
placed  all  around  the  roots,  in  effect 
"spoon  feeding"  them. 

Collier  Carbon  is  a  growing  part  of  Union 
Oil.  And  Union  Oil  is  growing. 

Today,  in  terms  of  profit,  we  rank  24th 
among  the  nation's  industrial  corporations, 
and  our  operations  are  worldwide. 

Shankless  Injection:  another  example  of 

growth  with  innovation. 

Union  Oil  Company  of  California. 
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The  Signs  of  the  Finest 
in  products  and  services 
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Should  a  corporation 

waste  its  time 

paying  dividends? 


Here's  a  straight  yes  and  no  answer. 

Yes.  we  think  paying  dividends  is  a 
waste  of  time,  if  it  wastes  time. 

No,  we're  not  against  retired  cou- 
fbles,  widows,  orphans,  and  all  the 
lather  individuals  and  groups  who  de- 
fend on  hard-earned  dividends  for 
Income.  We're  all  for  them. 
I  But  a  publicly-held  corporation's 
lousiness,  after  all,  is  its  business.  Its 
Stockholder  services  are  strictly  a 
[lideline. 

Dividend    payments,    proxies,    in- 

•  ome   reporting,    stock    distributions, 

xchanges,  redemptions,  and  sub- 

criptions  divert  employees  from  more 

ssential  income- producing  work. 

Now  a  bank's  business  is  something 


else.  Many  excellently  managed  com- 
panies have  asked  Bankers  Trust  to 
take  these  services  off  their  hands. 

The  Corporate  Agency  Division  of 
Bankers  Trust  is  the  only  stockholder 
service  organization  with  exclusive 
control  of  a  computer  center.  Its  offi- 
cers and  technicians  specialize  in 
stockholder  work.  They  do  nothing 
else.  We  won't  let  them. 

This  specialization  has  provided 
enormous  flexibility  on  many  jobs  for 
companies  which  maintain  their  own 
stockholder  records.  No  matter  what 
form  these  records  are  in,  we 
convert  them  to  our  system  for 
complete  processing.  W 

In    1966,    for    example,    when 


a  world- renowned  company  in  the 
computer  industry  offered  its  293,000 
stockholders  the  right  to  buy  1,324,- 
136  shares,  they  turned  the  process- 
ing over  to  us. 

Within  four  days  after  receiving 
their  stockholder  records  on  compu- 
ter tape,  we  had  converted  them  to 
our  format,  issued  warrants,  enclosed 
them  with  a  prospectus,  covering  letter 
and  return  envelope,  and  mailed  them. 

It  was  the  largest  corporate  offering 
ever  handled  by  a  single  bank. 

If  all  this  sounds  promising,  don't 
waste  time.  Contact  our  Corporate 

I  Agency  Division,  Bankers  Trust 
^B  Company,    485    Lexington    Ave., 

I  New  York,  N.Y  10017. 


You'll  find  a  corporate  agent  at  Bankers  Trust. 


Member  Federal  Deposit  Insurance  Corporation  ©  Bankers  Trust  Company 


Paper 

manufacturer's 
market  expansion 
has  inside  track 


Aided  by  the  latest  technology.  America's  paper  industry 
is  continuously  developing  exciting,  new  papers  and  pa- 
per products  for  all  phases  of  modern  life.  And  the  paper 
industry  on  all  levels  has  found  Union  Pacific  ready  for 
tomorrow's  needs  with  computerized  operations— with 
microwave  communications— with  specialized  new  rolling 
stock  and  service  to  and  from  the  important  markets  of 
the  booming  West.  In  paper,  as  in  every  business  area. 
Union  Pacific  offers  the  inside  track. 
And  for  inside  information  on  choice  industrial  sites  in 
the  booming  West,  write  in  complete  confidence  to  Edd 
H.  Bailey.  President,  Omaha,  Nebraska  68102. 


As  I  See  It 


An  interview  with  General  James  Gavin,  Chairman  of  Arthur  D.  Little  Inc. 

In  World  War  II  he  jumped  into  history  as  commanding  general  of  the  82nd 
Airborne,  but,  when  the  war  ended,  Lt.  Gen.  James  M.  Gavin,  did  not  sim- 
ply fade  away.  He  achieved  equal  fame  as  the  Army's  director  of  research 
and  development.  A  man  constantly  sparking  ideas— and  never  afraid  to 
express  them— he  eventually  found  himself  in  such  profound  disagreement 
with  his  fellow  generals  that  he  retired  from  the  Army— to  start  a  new  career 
as  U.S.  ambassador  to  Paris.  Gavin  is  now  chairman  of  Arthur  D.  Little, 
Inc.,  the  Cambridge,  Mass.,  management  development  firm,  and  as  such, 
a  leading  authority  on  the  systems  approach,  4he  modern  technique  for 
coping  with  problems. 


General  Gavin,  we've  come  to  you 
With  something  that's  been  nagging  at 
us  for  a  long  time.  We  keep  hearing 
tf\at  science  may  he  able  to  solve  the 
social  problems  afflicting  the  country: 
Crime,  race  relations,  education,  trans- 
portation. The  secret  weapon  is  sup- 
posed to  be  systems  analysis.  The  aero- 
space people  are  using  it  to  put  a  man 
on  the  moon  and  the  military  uses  it 
to  accomplish  the  most  complex  tasks. 
We've  talked  to  businessmen  who 
think  systems  analysis  can  do  the  same 
for  social  problems.  At  Forbes  we've 
been  skeptical.  We  want  to  know  what 
you  think.  But  first  of  all,  what  is  sys- 
tems analysis? 

Gavin.  It's  an  over-all  view  of  an  oper- 
ation that  could  be  industrial,  social  or 
a  combination  of  both.  When  you  use 
the  systems  approach,  you  deal  with 


the  whole  package,  you  view  all  the 
components  as  a  package;  you  don't 
deal  with  the  components  themselves. 
In  the  case  of  manufacturing  autos,  the 
package  would  consist  of  the  raw  ma- 
terials, labor,  the  factories  and  facili- 
ties, what  goes  into  the  auto— steel, 
glass,  paint,  everything.  Ideally,  you 
could  put  all  these  things  into  a  com- 
puter and  get  a  mathematical  picture 
of  the  whole  thing. 

Fine,  General  but  is  it  a  magic  for- 
mula? What  are  the  limitations?  And 
what  are  the  possibilities? 

Gavin  :  You  could  have  a  lot  of  fun  in 
an  interview  if  I'd  blast  the  systems 
approach.  I'm  not  going  to  do  that. 
But  it  does  have  its  limitations.  The 
trouble  is  that  in  our  homogenized  so- 
ciety we  much  prefer  slogans  to  well 
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"We  have  a 

revolution 

on  our  hands 

in  this 

country  right  now. 


thought-out  sentences.  You  run  into  it 
everywhere:  In  politics,  business,  ev- 
erything. But  all  of  us  here  working 
on  these  problems  are  very  skeptical 
about  the  wide-spread  acceptance  of 
the  so-called  systems  approach  as  the 
open  sesame,  the  magic  word  that 
would  cause  the  whole  thing  to  unfold 
in  detail  and  thus  provide  very  simple 
solutions  to  very  complex  problems. 

In  my  own  opinion,  knowing  the 
theory  of  the  systems  approach  is  noth- 
ing in  getting  the  answers  to  the  prob- 
lems unless  you  know  the  problems. 
You  gotta  be  able  to  ask  the  questions. 
You  got  to  know  the  nitty-gritty  dirty 
details.  Thus  the  nature  of  the  problem 
changes.  You  have  to  know  the  people. 
You  have  to  know  the  scales.  You  have 
to  know  the  raw  materials.  You  have 
to  know  the  probable  return  for  invest- 
ment made  on  the  part  of  anyone 
whether  it's  human  energy  or  dollars  or 
whatever.  You  must  be  absolutely  sure 
of  all  the  variables.  And  this  is  where 
the  systems  approach  to  social  prob- 
lems runs  into  trouble.  People  are  vol- 
atile, unreliable,  unpredictable.  That 
makes  it  difficult,  almost  impossible 
sometimes  to  use  the  systems  approach 
to  social  problems. 

As  an  example,  now  I'm  an  honorary 
member  of  the  youth  alliance  of  a 
black  group  in  Boston.  They're  in- 
terested in  providing  some  dignity  to 
their  own  community  and  law  and  or- 
der and  so  en,  and  they're  succeeding. 
They're  doing  a  lot.  They  tend  to  take 
the  law  into  their  own  hands,  but 
they're  doing  pretty  well. 

The  sort  of  question  I  get  is  how  do 
you  identify  entrepreneurial  skills. 
Who  the  hell  is  running  things  over 
there?  It's  hard  to  identify  the  leader- 
ship, and  the  leadership  changes.  Their 
business  practices  are  so  unsophisti- 
cated as  to  cause  them  to  get  into  all 
kinds  of  goddamn  things  that  later 
don't  work  out  and  you  have  to  work 
closely  with  them.  You  think  you  have 
something  going  for  you  and  then  it 
isn't  working  right.  In  the  white  com- 
munity they've  been  doing  these  things 
so  long  that  you  know  everyone.  But 
in  the  black  community  we're  trying  to 
push  them  into  things  so  fast  and  a  lot 
of  them  are  so  ambitious  about  it  that 
you  can  make  some  serious  mistakes  in 
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This  announcement  is  not  an  offer  to  sell  nor  the  solicitation  of  an  offer  to  buy  any  of  these 
securities.  The  offering  is  made  only  by  the  Prospectus. 

September  5, 1968 

350,000  Shares 

Head  Ski  Company,  Inc. 

Common  Stock 

(Par  Value  50(  Per  Share) 


Price  $25  per  Share 


Copies  of  the  Prospectus  ynay  be  obtained  in  any  State  from 
only  such  of  the  several  underwriters,  including  the  under- 
signed, as  may  lawfully  offer  these  securities  in  such  State. 


Eastman  Dillon,  Union  Securities  &  Co. 


Blyth  &Co.,  Inc.  DrexelHarriman  Ripley 

Incorporated 

Stone  &  Webster  Securities  Corporation 


W.  E.  Hutton  &  Co. 
White,  Weld  &  Co. 


Bache&Co.    A.  G.  Becker  &  Co.    Clark,  Dodge  &  Co.    Dominick&Dominick, 

Incorporated         Incorporated  Incorporated  Incorporated 

Hayden,  Stone  E.  F.  Hutton  &  Company  Inc.  Laird 

Incorporated  Incorporated 

Model,  Roland  &  Co.,  Inc.        Reynolds  &  Co.       Shearson,  Hammill  &  Co. 

Incorporated 

F.  S.  Smithers  &  Co.  G.  H.  Walker  &  Co. 

Incorporated 


THE  DIAMOND  OF  HER  DREAMS 

at  investment  prices 


Buy  Diamond  Jewelry  direct  from  one 
of  America's  well  known  diamond 
cutters.  Pay  only  actual  market  price. 
We  refund  all  monies  unless  your 
own  appraisal  shows  value  V*  to  Vt 
higher. 

Over  5,000  stylej  $100  to  $100,000 


Send  for   FREE  80-PAGE  CATALOG 
EMPIRE  DIAMOND  CORP.,  DEPT.  46 
Empire   State   Bldg.,  New   York,  N.Y.   10001 
NAME 


ADDRESS 


ZIP 


tf** 


^VOGEL-PETERSON  CO. 

"The  Coat  Rack  People" 
Oept.  OV-465  Elmhurst,  Illinois  60126 


identifying  the  business  leadership  and 
the  effect  of  people  and  you  have  to 
work  with  people  to  find  out  how 
things  are  going.  And  then  adjust  as 
you  go  along. 

I  know  some  in  Washington  who  are 
talking  about  systems  approach  in  a 
big  way.  That's  their  business.  But  I 
like  to  do  it  my  way  because  you  know 
what  the  hell  you're  doing  and  you  can 
see  results.  I've  got  some  very  able 
blacks  in  Arthur  D.  Little  and  we're 
working  in  Los  Angeles,  in  East  Cleve- 
land, in  any  number  of  cities  now  and 
we're  working  right  down  at  the  nitty- 
gritty  curbstone  level.  And  getting 
things  done. 

There's  a  black  group  in  New 
York's  Bedford-Stuyvesant  area  trying 
to  get  capital  to  make  African-type 
garments,  colorful.  The  blacks  will  buy- 
to  identify  themselves,  and  the  whites 
will  buy  to  salve  their  conscience  for 
so  long  being  so  insensitive  to  the  con- 
dition of  the  blacks.  But  these  people 
need  capital.  These  guys  are  already 
tied  in  to  cosmetics  in  the  Watts  area 
and  they've  got  hair  spray  that  puts  a 
sheen  on  the  hair. 

They  have  more  orders  than  they 
know  what  to  do  with  but  they  need 
capital.  We're  working  hard  on  this 
now.  I  have  great  respect  for  this  way 
of  doing  it. 

Let  me  draw  a  parallel  for  you: 
Once  upon  a  time  we  had  to  launch  a 
satellite  and  Werner  von  Braun  and  I 
worried  our  hearts  out  about  the  god- 
damned thing,  because  we  had  so 
many  things  we  didn't  know  how  to 
solve.  We  didn't  know  how  to  solve  the 
heat  problem,  the  reentry  problem. 
Then  you  have  the  very  difficult  prob- 
lem of  liquid  oxygen  and  the  jet  fuel. 
But  we  finally  got  the  first  one 
launched  and  in  fact  it  was  responsible 
for  the  Explorer  I.  We  worked  on  what 
we  called  the  building-block  principle. 
We  understood  every  component 
100%,  and  if  anything  happened  we 
knew  what  to  do  to  help  that  problem. 
And  when  we  finally  went  off  the  pad 
our  system  worked  because  we  knew 
what  the  hell  was  in  it. 

We  had  competitors  at  that  time 
who  worked  on  the  systems  approach. 
They  just  dumped  the  complete  thing, 
took  her  down  and  let  her  go.  And  then 
tried  to  debug  her.  And  my  God  it  was 
a  costly  business.  It  finally  only  worked 
because  the  building-block  knowledge 
that  went  into  it  made  it  work.  The 
analogy  fits  in  the  race  problem.  You 
have  a  lot  of  people,  you  have  raw  ma- 
terials, you  have  business  opportuni- 
ties. You  have  all  the  ingredients  but 
you've  got  to  understand  them  and  un- 
derstand that  they  change  all  the  time. 
And  understand  that  your  evaluations 
might  be  quite  wrong  and  you  have  to 
be  prepared  to  change.  And  then  with 
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What  can  a 
billion  dollars 
buy  these  days? 


A  billion  dollars  is  a  bit  like  outer 
space. 

You  know  it's  big.  But  you  can't 
really  grasp  how  big. 

So  we  thought  you  might  like  to 
know  specifically  what  a  billion 
dollars  will  buy  these  days. 

We're  the  country's  largest  in- 
vestor-owned producer  of  electric 
power.  Over  the  next  three  years, 
we'll  be  investing  a  billion  dollars 
in: 


—One  of  the  world's  major  nu- 
clear power  plants,  able  to  gene- 
rate 2,200,000  kilowatts. 

—Six  new  coal  burning  generat- 
ing units,  totaling  4,615,000  kilo- 
watts. 

-1150  miles  of  765,000-volt 
transmission  line. 

—"Big  Muskie,"  a  behemoth  of 
a  coal  digging  machine.  As  wide  as 
an  8-lane  highway,  as  tall  as  an 
apartment  house.  And  it  walks. 

—America's  most  advanced  all- 
electric  railway.  One  of  its  jobs  will 
be  to  carry  coal.  Another  to  dem- 
onstrate the  advantages  of  modern 
electric  railroading. 


—A  continuing  program  of  refor- 
estation and  reclamation  for  strip 
mined  soil.  When  reclaimed,  this 
soil  is  actually  more  productive 
than  similar  untouched  land. 

And  there's  your  billion. 

We  don't  know  of  another  elec- 
tric utility  investing  so  much,  within 
so  short  a  time,  in  the  future  of  its 
area. 

But  then,  we  don't  know  of  an- 
other area  with  that  much  of  a 
future. 
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AMERICAN  ELECTRIC  POWER  SYSTEM 

APPALACHIAN  POWER  CO.  •  MICHICAN  0AS  S  ELECTRIC  CO.  •  INDIANA  S  mCHICAN  ELECTRIC  CO. 
WHEELINB  ELECTRIC  CO.  •  KINOSP0RT  POWER  CO.  •  OHIO  POWER  CO.  •  KENTUCKY  POWER  CO. 
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willingness  you  can  go  ahead  and  help 
these  people  do  things.  But  you  must 
approach  it  from  this  end.  Later  on  as 
you  see  the  tiling,  it  turns  into  a  system, 
a  total,  well  that's  OK.  But,  first,  you've 
got  to  deal  with  the  components.  The 
little  plastic  disk  that  costs  25  cents 
could  cause  an  orbital  flight  to  collapse. 
On  the  pad.  Because  you  didn't  hap- 
pen to  understand  the  particular  com- 
ponents of  that  little  part. 

The  building  blocks  in  the  case  of 
the  aerospace  program  are  inanimate 
things.  In  the  case  of  any  social  prob- 
lem whether  it's  transportation,  educa- 
tion or  the  slums,  the  building  blocks 
are  human  beings.  So  really  you  have 
to  know  the  human  beings  first.  This  is 
what  you're  saying. 

Gavin:  People  surprise  you.  For  ex- 
ample there's  a  black  woman  in  a  mid- 
west city  on  the  board  of  trustees  of 
a  junior  college.  We  went  out  to  help 
locate  the  college.  The  trustees  pro- 
posed putting  a  junior  college  right 
near  the  edge  of  the  black  community. 
I  think,  gee,  this  is  fine:  The  kids  can 
all  walk  to  the  school.  But  the  black 
lady  was  furious.  She  wanted  it  close 
to  the  white  community  so  it  would  be 
an  integrated  school  and  not  an  all- 
black  school.  But  you  don't  know  this 
until  you  talk  to  her  and  find  out.  In 
fact,  the  trustees  on  the  board  couldn't 
understand  why  she  wouldn't  go  along 
and  yet  she  wouldn't  say  what  she  felt. 
She  didn't  want  to  be  an  Uncle  Tom 
about  it. 

General,  not  all  of  the  building 
blocks  are  black  ones.  Some  of  them 
air  white.  The  working-class  whites 
who  resent  seeing  the  blacks  make 
progress,  the  recent  immigrants  and 
poor  southern  whites  who  vote  for 
Wallace.  And  even  the  well-meaning 
whites  who  think  the  blacks  should 
take  it  easy. 

Gavin:  I  said  to  one  of  my  more  afflu- 
ent friends  down  in  Cape  Cod  last 
weekend  that  the  rich  get  richer  and 
the  poor  get  poorer.  That's  reality.  And 
he  didn't  like  it  at  all.  Yet  what  I  said 
is  supportable  by  numbers.  In  this 
country  the  rich  are  getting  richer  and 
the  poor  are  getting  poorer.  And  the 
numbers  of  them  are  increasing.  You 
do  have  a  number  of  building  blocks. 
There's  a  white  withdrawal  to  the  sub- 
urbs and  their  nice  little  garden  homes 
and  their  split-level  houses  and  this 
and  that.  Two  cars.  More  and  more 
poor  gel  stuck  in  the  city  with  a  very 
rapidly  deteriorating  environment.  And 
it  ,uets  worse  while  the  other  gets 
better. 

You've  got  a  lot  more  than  blacks  to 
deal  with,  I'd  agree.  Right  now  we're 
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talking  to  businessmen,  and  from  my 
experience  the  first  thing  you've  got 
to  have  is  a  businessman  who  is  a  chief 
executive  taking  a  personal  interest  in 
the  problem.  He  can't  tell  his  vice  pres- 
ident for  public  relations  to  go  and  rep- 
resent him.  He's  personally  got  to  take 
an  interest  in  it.  It's  an  executive  prob- 
lem now.  It's  a  business  opportunity 
problem.  It's  a  chance  to  do  something 
for  your  community.  It  isn't  public  re- 
lations. 

But  there  are  a  great  many  busi- 
nessmen and  even  a  greater  num- 
ber of  stockholders  who  say:  Why 
should  these  be  our  problems?  What 
do  toe  care  about  Negroes  in  the  slums? 
What  do  we  care  about  transportation? 
What  do  we  care  about  education? 
What  do  we  care  about  anything  ex- 
cept manufacturing  hairpins  and  get- 
ting an  operating  profit  of  10%?  Why 
should  they  care  about  any  kind  of 
problem  which  doesn't  affect  their 
operation? 

Gavin:  You  ask,  "Why  should  industry 
bother?" 

You  don't  have  to  be  a  genius  nor 
have  a  crystal  ball  to  look  at  where  this 
country  is  in  terms  of  where  it  was 
and  where  it's  going.  I  can  see  the  con- 
ditions now  prevalent  up  and  down  the 
eastern  seaboard  and  in  other  parts  of 
the  country.  I  don't  see  how  industry 
can  live  as  islands  of  affluence  and 
profitability  in  seas  of  squalor  and 
want.  I  don't  see  how  industry  can  live 
like  that.  You  can't  act  as  though  these 
problems  aren't  going  to  be  here.  And 
if  the  conditions  of  our  environment- 
pollution,  traffic  congestion,  deteriora- 
tion of  housing,  population  growth 
continue  on  and  on  it  will  create  a  so- 
cial environment  in  this  country  that's 
just  unbelievable.  I  don't  see  how  in- 
dustry can  ignore  it.  The  wise  in  indus- 
try have  begun  to  deal  with  it  now 
before  it  gets  worse. 

You  know  we  don't  have  to  live  this 
way.  We  don't  have  to  live  like  this. 
You  know  how  I  feel  about  it.  I'm 
frankly  worried.  Business  has  got  to 
deal  with  these  problems.  After  all  this 
is  the  mark  up.  These  are  the  people 
who  should  be  purchasing  the  pots  and 
using  the  services  of  industry.  They've 
got  to  be  reasonably  prosperous,  con- 
tributing taxpayers.  This  is  good  busi- 
ness to  help  them  get  like  that.  It's 
good  business  to  be  concerned  with 
the  problems  and  it's  better  business 
to  start  dealing  with  them  now  rather 
than  ten  years  from  now  when  it's  go- 
ing to  become  appallingly  out  of  hand. 

You're  talking  about  a  problem  we 

m/  day.  People  say;  "We  need 

more  airports."  But  then  they  say,  "but 

don't  build  it  near  my  house;  it  will 


hurt  my  eardrums  and  my  property 
values."  Or,  "I'm  for  integration,  but 
keep  'em  out  of  my  kid's  school."  So 
'  even  if  the  systems  approach  can  view 
the  problem  ivhole,  what  good  is  it  if 
the  voters  and  taxpayers  don't  see  it 
whole? 

Gavin* This  is  because  of  a  leadership 
failure  in  this  country.  No  one  makes 
the  big  decisions.  There's  a  gross  fail- 
ure-in  the  Establishment,  in  the  leader- 
ship in  this  country.  The  values  of  our 
leadership  are  completely  out  of  whack 
with  the  people  themselves.  I  think 
what  the  candidates  today  are  saying 
is  irrelevant  to  the  hour.  Really,  I 
think  so.  Not  a  word  came  out*  of  Mi- 
ami. I  went  down  to  Miami  and  came 
back  before  the  votes  were  taken. 
There  wasn't  a  word  said  down  there 
about  the  young  people,  about  their 
participation  in  government,  getting 
the  vote  to  the  18-year-old.  Nothing 
said  about  the  specifics,  about  the  do- 
mestic condition.  All  motherhood  and 
virtue.  My  God,  what  are  we  talking 
about?  What  they're  saying  is  totally 
irrevelant  today  in  this  country  of  ours. 
What  you're  seeing  now  is  real  lack 
of  leadership,  real  understanding  lead- 
ership at  the  national  level. 

The  lack  of  leadership  is  felt  because 
the  average  person  on  the  street  today 
knows  more  than  a  head  of  state  knew 
a  generation  ago,  because  every  day  he 
looks  at  TV  and  sees  Czechoslovakia 
being  invaded;  he  sees  riots  in  Cleve- 
land; and  yet  all  we  can  tell  him  is  all 
you've  got  to  do  is  change  your  repre- 
sentative in  Congress  and  send  some- 
one else  down  there  who  will  begin 
to  deal  with  these  problems  in  1972. 

Therefore,  we're  going  to  follow  two 
alternatives :  We're  either  going  to  have 
a  repressive  government  that  fails  to 
provide  the  sort  of  leadership  we  need 
and  then  we're  going  to  have  very  seri- 
our  disorders  in  this  country,  or  we'll 
somehow  manage  to  find  the  kind  of 
leadership  we  had  in  a  comparable 
way  in  the  early  1930s  when  we  had 
a  President  who  went  on  radio  for  fire- 
side chats  with  the  people,  to  talk  about 
all  the  problems.  He  did  it  with  great 
frequency  and  he  had  experts  with  him 
and  he  talked  about  this  side  of  it  and 
that  side  of  it  and  ended  up  bringing 
about  a  revolution  in  our  society.  I  be- 
lieve, and  I  say  this  publicly,  we  should 
have  an  executive  who  comes  right  to 
the  people  on  prime  time  with  some 
frequency  the  moment  he  takes  over— 
maybe  every  week  or  so— to  talk  about 
what  the  real  problems  are.  The  people 
must  get  a  sense  of  participation  in 
what  is  happening  in  this  country.  Par- 
ticularly the  young  people  need  a  sense 
of  participation. 

If  we  could  achieve  that  we  could 
talk  about  getting  the  electorate  to  re- 
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spond  by  sonar  electronic  devices  and 
we  could  hold  a  national  town  meeting 
*  of  the  country.  I  dunk  that  this  is  tech- 
nically feasible.  Xot  to  vote  on  issues, 
not  to  bind  the  present  to  any  policy 
but  to  give  people  a  sense  of  participa- 
tion in  giving  direction  to  this  country 
which  they  now  feel  is  totally  lacking. 

One  of  the  most  confusing  things  is 
this:  How  do  you  identify  black  lead- 
ership? Who  are  the  people  you  are 
supposed  to  deal  with? 


Gavin:  To  put  it  bluntly,  whites  are 
being  asked  to  do  what  blacks  won't 
do.  That's  the  strange  thing  about  this. 
A  reasonably  intelligent,  concerned 
American  would  look  at  this  thing  and 
say.  my  Cod,  we  have  a  revolution  on 
our  hands  in  this  country  right  now 
but  we  don't  realize  it.  We  have  peo- 
ple like  the  Youth  Alliance  in  Roxbury, 
wearing  arm  bands,  having  walkie-talk- 
ies, taking  over  law  and  order  and 
not  allowing  the  police  in.  They  asked 
the  police  not  to  come  in.  And  every- 
body agrees  that  this  is  the  way  to  do 
it  and  it  works.  Now  you  have  the 
Blackstone  Rangers  which  is  another 
sort  of  a  problem.  You've  got  the  Pan- 
thers which  is  .mother  kind  of  problem, 
but  they're  really  interrelated.  Accord- 
ing to  the  Brandeis  (University)  group 
(studying  violence),  50%  of  these  peo- 
ple are  armed  in  their  homes  now, 
the  whites  as  well  as  the  blacks.  Mostly 
whites,  blacks  have  a  hard  time  getting 
weapons.  It  doesn't  take  much  com- 
mon sense  to  see  you've  got  a  revolu- 
tion here.  You're  recognizing  nonlegal 
bodies  as  being  the  proper  appointed 
leaders  of  the  community,  and  that's 
where  the  leadership  is— strangely 
enough.  Businessmen  will  have  to  work 
with  these  people  instead  of  the  black 
Harvard  graduates.  They've  got  a  posi- 
tion of  respect  and  leadership  in  the 
community.  You've  got  to  recognize 
and  you've  got  to  work  with  them  to 
do  certain  things. 

.You  have  to  look  at  black  leadership 
a  little  differently  than  you  look  at 
white  leadership  because  the  way  it 
came  into  being  is  different  from  most 
whites  but  not  all  whites.  We  think  of 
it  as  a  sort  of  underdeveloped-country 
area.  You  have  certain  raw  resources 
there,  you  have  people,  you  have  ma- 
terials, with  a  little  capital  and  a  little 
identification  of  leadership.  In  our  own 
way  at  Arthur  D.  Little,  we're  working 
with  their  building  blocks.  We  do  jobs 
for  federal,  state,  city  or  a  small  busi- 
ness that's  trying  to  start  in  these  areas. 
We  don't  do  it  for  charity.  And  for  this 
we  get  paid  our  regular  consultant  fees. 
Aside  from  this,  it's  probably  the  most 
important  thing  we're  involved  in  these 
days.  ■ 


It' d  be  nice 
if  this  little  boy 

could  live 
with  his  mother, 


but  she's  busy 

planning  her 

sweet-sixteen  party. 


Yes,  it  would  be  nice.  It  would  be  nice  if  every  year  there  weren't  30,000  illegitimate 
children  born  to  girls  under  seventeen.  But  there  are.  And  so  somebody  has  to  do 
something.  And  somebody  is.  The  Child  Welfare  League  of  America.  The  only  national, 
privately  supported  organization  devoted  entirely  to  the  improvement  of  services  for 
deprived,  neglected  and  dependent  children. 

A  contribution  of  $123.50  will  cover  the  League's  cost  in  assisting  one  Agency  in 
the  U.S.  to  provide  the  best  possible  care  for  one  illegitimate  child.  But  any  contri- 
bution will  be  welcome. 

There  are  10  million  deprived  children  waiting  for  your  help.  We  can't  do  it  alone. 

Child  Welfare  League  of  America 


Child  Welfare  League  of  America,  Inc. 
Dept  F-2.     44  East  23rd  Street 
New  York,  N.Y.  10010 

□  Here's  my  contribution  to  continue  the  good  work  of  the 
Child  Welfare  League  of  America. 

□  I'd  like  to  know  more  about  the  Child  Welfare  League  of 
America.  Please  send  me  further  information. 
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If  you  think  you  know  all  about  Curtiss-Wright 
because  you've  read  about  the  first  transatlantic  flight 


On  a  May  morning  in  1919  the 
U.S.  Navy  seaplane  NC-4,  piloted  by  Lt.  Comdr.  Albert  Cushing  Read,  lifted  off 
horn  the  waters  of  Newfoundland.  It  was  bound  for  England,  with  stops  at  the 

Azores  and  Portugal.  By  completing  the  first  flight  across  the  Atlantic,  the  Navy 
demonstrated  the  range  of  its  Curtiss  flying  boats 

and  proved  the  potential  of  Naval  air  power. 
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...think  again. 


\Today,  the  U.S.  Navy  depends  on  Curtiss-W  right  tor  vital  components  in  its  nuclear  submarines: 

systems  for  the  measurement  and  control  of  nuclear  reactors  which  enable  the  subs  to  cruise  on  global 
patrol  for  months  at  a  time;  structural  T-bars  and  bulkheads  to  withstand  the  crushing  pressure 

of  ocean  depths;  extruded  periscope  housings;  nuclear  valves;  and  the  Polaris  missile  room 
and  control  simulator  ror  training  of  crews.  For  the  aircraft  carrier 
U.S.S.  John  F.  Kennedy,  high-strength  steel  deck  beams. 
And  for  advanced  Navy  missiles,  steering  control  actuators. 
Curtiss-Wright  and  the  Navy:  partners  in  pioneering. 
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regardless  of  time 
funds  remain  in  account 

Dividends 
Compounded  Daily 

on  all   accounts  as  follows: 
funds  received  by  us  by  the 
10th  of  any  month  and  held 
®     3ff  to  the  end  of  the  quarter  earn 

from  the  1st.  Funds  received  by  the  10th  of  the 
month  and  withdrawn  before  the  end  of  the 
quarter  earn  from  the  date  of  receipt  to  the 
actual  date  of  withdrawal.  Funds  do  not  have 
to  remain  in  the  account  a  minimum  of  3  months. 
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Yj     per  annum 
/q   base  rate 

ON  ALL  ACCOUNTS 
Current  Rate 
Equivalent  lo 

per  annum  when   princi- 
pal and  dividends  remain 
in  the  account  one  year 
and  dividends  are  compounded  daily. 


5.1 3% 


On  New  Bonus  Accounts 

you  get  an  additional 

_    /      q*     per   annum   on   accounts   held 

\lA/0    36  months.    Bonus   accounts 

/     ■  must   be   opened    in   minimum 

amounts  of  $1,000  or  in   multiples  of  $1,000. 

EST.  1937 

DELITY 
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11  Cents  a  Share 
Payable  Sept.  30,  1968 
Record  Date  Sept  9   1968 
65  BROADWAY,  NEW  YORK,  N.  Y.  10006 


Still  A  Dark  Horse 

No  Longer   No.    Two  in    computers   shipped,   Honeywell 
nevertheless  is  a  strong  contender  in  the  computer  derby. 


"Mr.  Keating  lias  been  looking  over 
our  shoulder  very  closely,"  said  an  ex- 
ecutive of  Honeywell's  Micro  Switch 
division,  which  last  month  introduced 
a  radically  new,  solid  state  computer 
keyboard.  President  Steve  Keating  of 
Minneapolis'  billion-dollar  Honeywell 
Inc.  has  two  very  good  reasons  for  be- 
ing personally  involved  in  the  develop- 
ment of  a  better  keyboard. 

The  first  is  that  the  sale  of  "periph- 
eral equipment"  is  expected  to  grow- 
even  faster  than  the  sale  of  com- 
puters themselves.  Peripheral  equip- 
ment feeds  information  into  a  computer 
processing  mainframe  and  takes  infor- 
mation out  of  this  "brain."'  By  1975 
peripheral  equipment,  such  as  key- 
boards, which  enter  instructions  into 
the  computer,  disk  packs  and  magnetic 
tape,  which  remember  it,  and  cathode- 
rax  tubes,  which  show  it,  may  account 
for  as  much  as  75%  of  computer  costs 
(vs.  less  than  half  today). 

Take  It  All 

Second,  a  complete  line  of  periph- 
eral equipment  can  be  a  strong  sell- 
ing point  for  getting  users  to  take  a 
company's  whole  system.  Last  year. 
Honeywell's  computer  operations  could 
have  used  a  boost:  For  perhaps  the  first 
time  they  actually  lost  ground,  with 
market  share  slipping  to  5.4%  from 
7.4%,  according  to  E  D  P  Industry  Re- 
port. In  value  of  equipment  shipped. 
Honeywell  fell  from  second  place  in 
1966  to  third  place,  $20  million  be- 
hind Sperry  Rand.  Though  the  sales 
value  of  equipment  shipped  rose  19%, 
that  was  poor  in  the  booming  com- 
puter market,  where  increases  ranged 
from  72'//  to  84%  for  RCA,  Sperry  Rand. 
IBM,  Scientific  Data  Systems,  and 
Burroughs. 

The  reason  for  Hone}  well's  big  slow- 
down is  simple.  The  company  climbed 
into  second  place  because  of  its  H-200 
series  ol  computers.  These  were  aimed 
at  replacing  IBM's  old  1401  computers 
in  the  field.  So  was  IBM's  360,  but  IBM 
has  such  big  backlogs  that  Honeywell 
coukl  deliver  its  200  series  much  faster. 

But  now,  IBM  is  rivalling  Honey- 
well in  delivery  time,  and  sales  of  the 
200  series  are  a  bit  harder  to  come  by. 
Still,  Honeywell  has  been  progressing 
by  broadening  its  line.  It  has  added 
lo  its  200  series  to  gel  into  the  small- 
scale  market  and  scientific  markets. 

Honeywell  has  also  been  branching 
out  more  and  more  in  peripheral  equip- 
ment. In  the  last  year  or  so,  it  has 
brought  out  a  disk  pack  storage  system, 
a  multiprogramming  system  that  lets  a 


large  computer  perform  20  separate' 
tasks,  and  a  machine  that  permits  typ- 
ing directly  on  magnetic  tape  instead 
ol  nsinjr  punched  cards.  Demand  for 
this  last  product,  introduced  last  Janu- 
.ary,  has  tar  exceeded  the  company's 
hopes. 

Another  likely  winner  is  the  new 
solid  state  keyboard.  The  reason  is  that 
because  it  can  be  easily  adapted  to 
"talk"  in  any  computer  language,  it 
can  be  mass-produced.  This  in  turn 
will  bring  down  the  cost  from  around 
$200  now  to  about  $100  by  mid-1970, 
by  tar  the  lowest  price  available.  Low 
price  in  turn  opens  up  new  markets. 
Micro  Switch  division  general  manager 
James  Locke  sees  them  in  millions  of 
homes  in  the  1980s,  being  used  to  cast 
votes,  arrange  vacations  and  send  mail. 
And  since  they  can  be  made  to  "talk" 
any  language,  Micro  Switch  is  sell- 
ing them  to  other  computer  makers. 
So  while  Honeywell  has  fallen  a  bit 
behind  in  the  computer  race,  it  is  still  a 
strong  contender  with  its  new  periph- 
eral equipment  and  its  new  computers 
designed  for  new  markets.  Honeywell's 
share  of  the  computers  shipped  yearly 
could  very  well  pick  up  again  in  the 
future.  President  Keating  still  predicts 
that  computer  operations  will  contrib- 
ute over  SI  billion  to  revenues  by  1975 
os.  onlv  8207  million  last  year.  ■ 


It  you  look  hard,  you  can  just 
make  out  the  integrated  circuit 
"chip"  used  in  Honeywell's 
new  keyboard.  The  big  markets 
are  air  lines  and  banks.  There 
may  be  one  in  the  home. 
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Nephrite  Desk  Calendar,  Bowenite  Bellpush  with  Sunburst  and  Gold  Arrow  Decoration  Set  with  a  Cabo- 
chon  Garnet  Push-piece  •  Nephrite  Desk  Pen  with  Diamond  Serpents  at  Top  and  Bottom  •  All  three  pieces 
by  Carl  Faberge,  Jeweler  to  the  Czars  of  All  the  Russias  •  From  the  Forbes  Magazine  Collection  of  Faberge 


Carl  Faberge  knew  his  business. 
Forbes  Magazine  knows  its  business. 
Which  is  your  business. 
Today  over  half-a-million 
executives  subscribe  to  Forbes. 


An  additional  million  read 
every  issue. 

Circulation  and  advertising 
revenues  are  at  an  all-time  high. 

And  still  growing. 


Forbes  Magazine  readers  don't  just 
own  American  business. 

They  run  it. 

Forbes:  capitalist  tool 


RCA  has 
an  eye  for 
your  business. 


RCA's  Video  Data  System  gives  you  direct  access  to  the 
facts  when  you  want  them.  Whether  you  know  anything  about 
computers  or  not.  And  without  intermediate  steps  to  slow 
you  down. 

It's  easy  to  use.  You  can  have  a  terminal  right  in  your 
office.  All  you  do  is  indicate  what  you  want  to  know,  and 
seconds  later  the  facts  flash  on  the  screen.  You  can  show  a 
dialogue  between  yourself  and  the  computer,  too.  Data 
is  entered  from  a  fast,  noiseless  electronic  keyboard. 
Nobody  but  RCA  offers  you  a  choice  of  3  keyboards  and 
9  screen  arrays. 

It's  easy  on  the  eyes.  Credit  RCA's  experience  in  television. 
Nobody  can  beat  it.  RCA  uses  a  monoscope  to  give  you 
wholly  formed  letters,  numerals  and  symbols,  not  matrix  dots 
or  segmented  lines.  Images  are  steadier,  brighter,  clearer. 

It's  efficient . . .  flexible.  In  an  RCA  Spectra  70  Computer 
network,  one  video  display  can  send  while  another  receives. 
This  simultaneous  two-way  transmission  utilizes  com- 
munication lines  more  efficiently. 

It's  compatible.  The  RCA  Video  Data  System  conforms 
to  communications  industry  standards,  so  it  works  beau- 
tifully with  other  kinds  of  computers. 

Take  a  new  look  at  your  business  activity.  Get  an 

RCA  Video  Data  System.  Contact  your  nearby  RCA  sales 

office  for  the  details. 


IllCil 

formation 
Systems 


Biting  the  Bullet 


In  less  than  two  years,  solid  old  Borg-Warner  has  taken  two 
major  steps  that  would  have  been  unthinkable  until  now. 
Chairman   Ingersoll   knows   the   moves  are    a  little   late. 


Admitting  a  fault— as  every  psycholo- 
gist knows— is  at  least  a  first  start 
toward  overcoming  it.  The  encourag- 
ing thing  at  Chicago's  big  ( 1967  sales: 
$952  million)  Borg-Warner  Corp.  these 
days  is  the  fact  that  management  has 
gotten  around  to  admitting  that  it 
didn't  always  do  things  right  in  the 
past. 

That  B-W  was  making  mistakes  has 
long  been  clear  from  the  published 
record.  Although  sales  have  gone  up 
38%  in  the  past  five  years,  earnings  per 
share  have  hardly  budged,  and  Borg- 
Warner 's  return  on  equity  last  year  was 
only  9%,  well  below  the  12.1%  median 
for  all  the  414  companies  covered  in 
Forbes  20th  Annual  Report  on  Ameri- 
can Industry  (Jan.  1). 

Not  that  Chairman  Robert  S.  Inger- 
soll, 54,  is  donning  sackcloth  and  ashes. 
But  he  started  to  change  things,  some- 
times in  ways  that  are  difficult  for  a 
proud  old  midwestern  industrial  com- 
pany. In  July,  Borg-Warner  sold  its 
Norge  appliance  division.  Its  sale  was 
not  an  easy  decision  to  make. 

Saddled  with  an  incomplete  product 
fine  and  a  costly  venture  into  coin- 
operated  laundry  and  drycleaning 
equipment,  Norge  tied  up  valuable 
capital  without  contributing  to  earn- 
ings. The  division  went  for  book  value, 


Handicap.  WhyareBorg-Warner's 
earnings  no  higher  now  than 
during  the  Fifties?  One  reason, 
says  Chairman  Robert  Ingersoll, 
is  that  the  company  is  paying 
now  for  expansion  and  for  new 
product  lines  it  should  have 
undertaken    several   years    ago. 


$45  million;  the  buyer,  Fedders  Corp., 
paid  not  a  penny  for  the  goodwill  or 
the  reputation  of  the  famed  old  name. 
But  Borg-Warner  not  only  gained  $45 
million,  it  ended  an  outstanding  drain 
on  management  and  on  earnings. 
Should  Norge  have  been  sold  sooner? 
"Perhaps  so,"  says  Ingersoll,  "but  we 
would  have  taken  enormous  losses  if 
we  had  tried  to  sell  it  or  liquidate  it 
earlier."  Despite  Norge's  past  prob- 
lems, Fedders,  an  air  conditioner 
maker,  thinks  the  acquisition  will 
benefit  it  by  broadening  its  product 
line  (Forbes,  Sept.  1). 

As  significant  as  the  Norge  sale  was, 
a  move  that  Bob  Ingersoll  made  last 
year  will  prove  to  be  even  more  im- 
portant. Finding  that  Borg-Warner's 
cash  flow  before  dividends  ($68  million 
last  year)  wasn't  enough  to  finance  an 
ambitious  expansion  program  he  had 
launched,  he  did  what  would  once  have 
been  almost  unthinkable:  He  took  on 
a  big  chunk  of  debt;  in  one  year  B-W's 
long-term  debt  soared  from  $5  million 
to  $87  million.  Again,  a  tacit  admission 
that  the  old  policies  were  not  neces- 
sarily the  best  policies. 

With  these  two  major  moves  out  of 
the  way,  Bob  Ingersoll  last  month 
talked  with  Forbes  about  where  Borg- 
Warner  goes  from  here.  He  left  no 
doubt  that  the  major  thrust  of  the  big 
expansion  program  was  not  in  the  com- 
pany's traditional  auto  parts  and  indus- 
trial equipment,  but  into  what  he 
regards  as  growth  areas:  plastics  and 
air  conditioning. 

In  air  conditioning,  Borg-Warner's 
York  division  is  battling  Trane  Co.  for 


Out  to  Pasture 

Albemarle  Paper  has  served  its  purpose  and 
now  its  chief  beneficiaries  are  giving  it  the  ax. 


No  matter  the  number  of  rich  purses 
he's  won  for  his  owners,  every  good 
race  horse  gets  the  same  reward— he's 
put  out  to  pasture.  So  it  was  really  no 
surprise  last  month  when  Floyd  D. 
Gottwald,  70-year-old  chief  execu- 
tive of  Ethyl  Corp.,  announced  plans 
to  sell  his  Albemarle  Paper  Co.  sub- 
sidiary. Albemarle  made  millions  of 
dollars  for  Gottwald's  family  in  its  day, 
but  it  is  now  suffering  from  poor  earn- 
ings and  will  be  sold  along  with  two 
other  paper  outfits  to  Ilonner-Waldorf 
Corp.,  a  paper  and  container  company, 
for  $55  million  cash.  The  purchase  is 
desirable  to  Hoerner- Waldorf  because 
it  needs  eastern  plants. 

It  was  just  a  few  years  ago  (1962) 
that  Gottwald  parlayed  little,  family- 
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controlled  Albemarle  into  a  financial 
coup  still  raved  about  on  Wall  Street. 
Albemarle,  with  earnings  of  only  $1.8 
million,  bought  Ethyl  Corp.,  the  big 
maker  of  antiknock  products  for  gaso- 
line with  earnings  of  $24  million.  The 
sellers  were  mighty  co-owners  General 
Motors  Corp.  and  Standard  Oil  Co.  of 
New  Jersey. 

Gottwald  pulled  off  the  deal  with 
ridiculous  ease.  He  simply  borrowed 
$200  million  and  started  to  meet  loan 
payments  with  Ethyl's  depreciation 
throw-off.  The  new  company  took  the 
Ethyl  name,  recapitalized— giving  Gott- 
wald's family  about  20%  of  the  stock  - 
and  made  Albemarle  its  kraft  paper 
and  board-making  subsidiary.  By  swal- 
lowing the  giant,  Gottwald  tripled  his 


profits  in  1963  to  $1.86  a  share.  But  he 
was  just  beginning. 

To  get  out  of  his  top-heaviness  in 
petroleum  chemicals,  he  paid  $17  mil- 
lion in  1963  for  Union  Carbide  Corp.'s 
VisQueen  division,  which  has  10%  or  so 
of  the  polyethylene  film  market  in  the 
United  States.  In  1966  he  bought  Wil- 
liam L.  Bonnell  Co.,  an  aluminum  ex- 
truder, for  another  $10.5  million.  Then 
last  year  he  bought  Oxford  Paper  Co., 
which  makes  bleached  paper  for  books 
and  magazines,  for  a  sockful  of  pre- 
ferred stock.  By  keeping  a  fairly  tight 
rein  on  debt  during  this  acquisition 
spree,  Gottwald  pared  his  debt-to-capi- 
talization ratio  from  nearly  80%  in  1963 
to  less  than  50%  last  year,  still  pretty 
high  for  a  chemicals  company. 

All  of  Gottwald's  fancy  financial 
footwork  couldn't  keep  Ethyl  out  of 
trouble  last  year,  however.  It  wasn't  a 
particularly  good  year  for  the  chemical 
business  as  a  whole  and  Oxford  Paper 
contributed  much  less  than  expected 
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No.  Two  spot  after  Carrier  Corp.  Said 
Aigersoll:  "York's  sales  were  up  20% 
last  year  and  are  climbing  again  in 
1968.  We  think  air  conditioning  is  an 
enormous  market,  not  only  here  but 
around  the  world  as  other  countries 
become  industrialized." 

The  realty  big  money  is  going  into  a 
plastic  developed  a  few  years  ago  by 
B-W "s  own  laboratories.  It  is  called 
ABS  (standing  for  acrylonitrile-buta- 
diene-styrene)  and  is  an  extremely  dur- 
able material  used  in  camper-trailer 
bodies,  telephones  and  packaging.  ABS 
was  an  almost  instant  success  and  last 
year  accounted  for  a  major  part  of  the 
nearly  SlOO-million  sales  of  B-\V's 
chemicals  and  plastics  division.  Inger- 
soll  says  this  division  is  running  25%  to 
30%  ahead  this  year. 

Moving  into  Glamour 

He  has  also  moved  Borg-Warner  into 
two  very  glamorous  new  businesses, 
hospital  equipment  and  teaching  ma- 
chines. Hospital  equipment  still  adds 
little  to  over-all  sales  but  the  market 
1  ■<  Lenda]  is  great.  Products  include  pa- 
tient-care furniture  and  equipment. 
We've  been  working  on  blood  pumps, 
chest  pumps,  stomach  pumps,"  Inger- 
soll  says.  "I  hope  that  eventually  we'll 
get  into  disposable  hospital  supplies." 

Teaching  machines  are  in  a  still  ear- 
lier stage.  The  company  is  starting  to 
produce  a  machine  that  will  sell  for 
close  to  $500.  Aware  that  this  cost  is 
high  and  that  the  market  is  at  best  un- 

rtain,  Ingersoll  says;  "We're  consid- 
ering leasing,  so  the  cost  can  be  part  of 

school's  operating  budget  rather  than 


Going  Abroad.  Auto  parts,  like 
automatic  transmissions  (above), 
has  been  a  risky  business  be- 
cause rich  U.S.  carmakers  make 
their  own  parts  when  it  suits 
them.  Borg-Warner  hopes  to  off- 
set this  by  doing  most  of  its 
automotive  expanding  overseas. 


capital  budget." 

When  will  some  of  these  moves  start 
paying  off?  Not  this  year,  when  Inger- 
soll expects  to  earn  only  about  $2.50 
a  share,  20  cents  more  than  in  1967. 
He  is  cautious  on  predicting  the  timing 
of  a  more  dramatic  improvement.  He 
talks  about  earning  15%  on  stockhold- 
ers' equity,  which  would  produce  earn- 
ings of  close  to  $4  a  share,  60%  higher 
than  at  present,  but  adds,  "We  can't 
earn  15%  if  we  expand  too  fast.  When 
you  do  you're  always  going  to  have 
some  major  startup  expenses  that  will 
drag  that  ratio  down." 

One  problem  is  tough  competition 
in  plastics.  Borg-Warner  ABS  com- 
petes with  products  made  by  Mon- 
santo, Uniroyal  and  B.F.  Goodrich,  all 
well-established  in  the  field.  ABS  Borg- 
Warner  has  done  extremely  well  in 
that  it  holds  a  full  50%  of  the  market. 
But  price-cutting,  initiated  by  Mon- 
santo, has  taken  a  toll.  Another  prob- 
lem is  that  auto  equipment  (such  as 
automatic  transmissions  and  clutches) 
and  industrial  equipment  (such  as  oil 
well  equipment  and  chains)  still  sup- 
plies 64%  of  the  over-all  company  sales. 
These  are  solid  businesses  but  neither 
fast-growing  nor  highly  profitable. 

Still,  Ingersoll  concedes  that  Borg- 
Warner's  longtime  management  (he 
succeeded  his  father,  the  late  Roy  C. 
Ingersoll,  as  chief  executive  officer  in 
1958)  was  very  slow  to  keep  up  with 
the  times.  "This  was  a  company  that 
feared  debt,"  Ingersoll  says.  "I  was 
brought  up  that  way.  But  I  have 
learned  that  you  can  do  a  lot  of  things 
with  debt."  ■ 


Commodity.  Unloading  wood  chips  at  Albermarle.  It  takes  a  good 
deal  of  capital  to  buy  equipment  like  that  pictured  above,  but  in 
the  paper  industry  the  profits  do  not  always  justify  the  investment. 


to  earnings.  Profits  fell  26%  to  $2.51  a 
share  (on  sales  of  $468.9  million)  from 
a  peak  of  $3.40  a  share  in  1966.  Things 
haven't  improved  any  since  and  first- 
half  1968  earnings  were  down  6.9%  to 
$1.21  a  share. 

Albemarle  is  now  cast  unkindly  in 
the  role  of  villain.  Ethyl  says  over- 
capacity in  the  kraft  paper  industry  has 
depressed  prices  and  the  subsidiary's 
return  on  investment  just  isn't  high 
enough.  Presumably,  Gottwald  can 
take  the  $55  million  he's  getting  for  Al- 
bemarle, Interstate  Bag  Co.  and  Halifax 
Timber  Co.  (he's  keeping  Oxford)  and 
put  it  to  better  use  elsewhere.  And  so 
the  Gottwalds,  who  have  seen  their  few 
million  dollars  of  stock  in  the  old  Albe- 
marle become  worth  nearly  $50  million 
in  Ethyl  holdings,  are  unceremoniously 
getting  rid  of  the  old  horse.  There's  no 
room  for  sentiment,  apparently,  when 
you're  trying  to  maximize  profits.  But 
at  least  Albemarle  isn't  going  to  the 
glue  factory.  ■ 
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is  Anybody  Listening? 

They  say  that  this  is  a  "story"  stock  market.  Well,  utility  stocks  have 
quite  a  story  to  tell  these  days.  Only  not  many  people  are  listening. 


It's  hardly  news  that  utility  stocks 
have  been  out  of  favor  the  past  few 
years.  It  may  come  as  a  surprise  to 
many  people,  however,  to  learn  how 
much  out  of  favor.  Glance  at  the  tables 
on  the  next  page.  Just  three  years  ago, 
utilities  were  so  popular,  so  highly  re- 
garded as  growth  stocks,  that  the  aver- 
age yield  on  the  60  issues  was  a  mere 
3%.  Today  the  average  yield  is  4.6%, 
and  in  many  individual  cases  the  yield 
is  well  over  5%. 

Of  course,  utility  stock  prices  are 
down  on  average  only  20.6%.  But— 
and  it  is  a  big  but— price/earnings  ratios 
have  dropped  from  22  on  average  to 
15— nearly  a  third;  from  a  P/E  pre- 
mium of  five  points  over  the  industrials 
to  a  slight  discount  this  year.  How  so? 
Because,  while  utility  stock  prices  were 
falling,  earnings  were  rising  steadily. 

Are  utility  stocks  then  a  bargain?  It 
depends  on  what  you  mean  by  bargain. 
If  you  mean  good  yields  and  reasonable 
P/E    ratios,    the    answer    is    certainly 


"yes."  If  you  mean  the  prices  are  go- 
ing to  go  way  up  soon,  the  answer  must 
be  "maybe." 

Norman  Greenberg,  the  able  and 
articulate  utility  analyst  at  Wall  Street's 
Burnham  &  Co.,  has  this  to  say:  "I  sup- 
pose part  of  their  problem  is  that 
they've  just  gone  along  consistently 
making  money  and  paying  dividends. 

"This  is  what  investments  are  sup- 
posed to  do— or  at  least  what  they  were 
supposed  to  do.  But  this  has  been  a 
'story'  market,  a  'concept'  market.  A 
'performance'  market.  Even  some 
pretty  decent  sized  institutions  have 
dumped  utility  stocks  in  order  to  fol- 
low the  performance  cult." 

Greenberg  is  well  aware  it's  smart 
these  days  to  sneer  at  yields  and  at 
slow,  steady  earnings  growth.  It's  smart 
among  the  so-called  bright  young  men 
of  Wall  Street  to  scorn  stocks  that 
"bore  me."  As  though  one  kind  of 
money  could  be  more  interesting  than 
another! 
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"If  you  think  about  it,"  says  William 
Bucknell,  utility  analyst  at  Paine,  Web- 
ber, Jackson  &  Curtis,  "in  many  respects 
utilities  are  like  bonds  with  a  variable 
coupon."  By  this,  Bucknell  means  that 
the  payout  by  utility  stocks  could  be  in- 
creased independently  of  interest  rates 
or  the  bond  market.  "Utilities  have  one 
advantage  over  bonds  which  many  peo- 
ple have  forgotten,"  he  says,  "and  that 
is  at  lower  interest  rates  bonds  would 
stifj  pay  the  same  fixed  income,  whereas 
utilities  would  have  the  option  of 
increasing  their  dividends.  Quite  natu- 
rally, when  interest  rates  go  down,  the 
market  would  recognize  this,  and  bid 
up  the  price  of  utility  stocks.  No  one 
sees  lower  interest  rates  around  the  cor- 
ner, but  if  it  did  happen,  it  would  cer- 
tainly make  utilities  more  attractive." 

Asking  for  Help 

Howard  Butcher  III,  head  of  Phila- 
delphia's Butcher  &  Sherrerd,  thinks 
that  current  high  interest  rates  will 
actually  help  the  utilities  get  some  big 
rate  increases  (Forbes,  Aug.  15,  p.  39). 
His  reasoning  is  that  the  utilities  will 
point  to  the  high  interest  rates  they 
must  now  pay  when  they  float  bonds 
and  demand  a  higher  return  on  their 
rate  base.  Once  granted,  as  he  believes 
they  will  be  in  most  cases,  he  thinks 
part  of  the  increased  rates  will  bypass 
the  utilities'  old  bonds  (with  their  low 
interest  rates)  and  come  flowing 
through  to  common  stock  earnings. 
"When  some  state  like  New  York  lets 
Con  Ed,  or  Pennsylvania  lets  Phila- 
delphia Electric,  or  Illinois  lets  Com- 
monwealth Edison  earn  7%  instead  of 
6%,"  Butcher  says,  "then  people  are  go- 
ing to  wake  up." 

With  somewhat  similar  reasoning, 
Merrill  Lynch  likes  several  companies 
that  have  already  asked  for  rate  relief 
from  the  burden  of  the  tax  surcharge; 
among  them  are  Consumers  Power 
and  Southern  California  Edison. 

But,  in  general,  Forbes  failed  to  find 
much  optimism,  even  among  veteran 
utility  analysts.  One  of  them  kept 
yawning  during  a  telephone  interview. 
Another  one,  Charles  Tatham  of  Bache 
&  Co.,  said  something  about  utilities 
being  a  good  investment  and  then 
abruptly  hung  up;  apparently  he  isn't 
pushing  utilities  at  the  moment. 

There's  no  question  about  it,  utilities 
are  boring  to  people  who  hope  to  find 
"another  Xerox."  But  it's  well  to 
remember  one  thing:  It's  worse  than 
boring,  it  can  be  fatal,  to  be  holding  a 
"growth"  stock  that  stops  growing, 
and,  suddenly,  loses  50%  or  so  of  its 
market  value.  Unless  history  suddenly 
stops  repeating  itself,  the  good  yields 
and  compounding  growth  of  the  utili- 
ties are  going  to  make  an  interesting 
"item"  one  of  these  days.  ■ 
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Alleghany  Power 

31 

22% 

27.0% 

$1.73 

13.8% 

$1.20 

11.1% 

3.5% 

5.3% 

20 

13 

American  Electric  Power 

461/2 

37% 

18.8 

2.06 

19.1 

1.52 

23.6 

2.6 

4.0 

27 

18 

American  Natural  Gas 

54% 

38% 

29.5 

3.19 

12.7 

2.00 

17.7 

3.1 

5.2 

19 

12 

Arizona  Public  Service 

42 '/« 

22% 

46.9 

1.49 

11.2 

1.00 

8.7 

2.1 

4.4 

32 

15 

Atlantic  City  Electric 

39  % 

28  % 

28.0 

1.69 

14.2 

1.26 

16.7 

2.8 

4.5 

26 

17 

Baltimore  Gas  &  Electric 

41% 

31% 

23.6 

2.20 

10.6 

1.60 

18.5 

3.3 

5.1 

21 

14 

Boston  Edison 

49V2 

44 

11.1 

2.91 

23.8 

2.08 

30.0 

3.2 

4.7 

21 

15 

Carolina  Power  &  Light 

52% 

40% 

22.5 

1.90 

5.6 

1.38 

19.0 

2.2 

3.4 

29 

21 

Central  &  South  West 

533/4 

42% 

20.9 

2.30 

11.1 

1.70 

23.2 

2.6 

4.0 

26 

18 

Cleveland  Electric  Ilium. 

44% 

38  % 

13.6 

2.71 

19.9 

1.92 

45.5 

3.0 

5.0 

20 

14 

Columbia  Gas 

34<8 

30% 

11.7 

2.52 

22.9 

1.52 

18.8 

3.8 

5.1 

17 

12 

Columbus  &  So.  Ohio  Electric 

47% 

44% 

7.6 

2.56 

10.8 

1.68 

25.4 

2.8 

3.8 

21 

17 

Commonwealth  Edison 

58-4 

49% 

14.8 

2.99 

14.6 

2.20 

22.2 

3.1 

4.4 

22 

17 

Consolidated  Edison 

49% 

33% 

31.5 

2.57 

6.2 

1.80 

none 

3.7 

5.3 

20 

13 

Consolidated  Natural  Gas 

39% 

29% 

26.3 

2.57 

—  0.4 

1.70 

47.8 

2.9 

5.8 

15 

11 

Consumer  Power 

55 

42% 

23.0 

2.72 

5.4 

1.90 

17.6 

2.9 

4.5 

21 

16 

Dayton  Power  &  Light 

37 

31 

16.2 

2.30 

32.2 

1.52 

26.7 

3.2 

4.9 

21 

13 

Delmarva  Power  &  Light 

32% 

24 

25.6 

1.48 

11.3 

1.04 

23.8 

2.6 

4.3 

24 

16 

Detroit  Edison 

385s 

25% 

33.0 

1.97 

—  1.5 

1.40 

7.7 

3.4 

5.4 

19 

13 

Duke  Power 

44 

38% 

12.8 

1.96 

18.1 

1.40 

40.0 

2.3 

3.6 

27 

20 

Duquesne  Light  Co. 

361/2 

30% 

16.1 

2.03 

6.3 

1.66 

18.6 

3.8 

5.4 

19 

15 

El  Paso  Natural  Gas 

241s 

18% 

21.8 

1.19 

—21.2 

1.00 

none 

4.2 

5.3 

16 

16 

Florida  Power  Corp. 

52 

40 

23.1 

2.28 

20.6 

1.44 

18.0 

2.3 

3.6 

28 

18 

Florida  Power  &  Light  Co. 

80 

67% 

15.9 

3.30 

15.0 

1.76 

23.1 

1.8 

2.6 

28 

20 

General  Public  Utilities 

40% 

28% 

31.0 

2.13 

9.2 

1.56 

13.9 

3.4 

5.5 

21 

13 

Gulf  States  Utilities 

29% 

24% 

16.8 

1.17 

15.8 

0.88 

23.9 

2.4 

3.6 

29 

21 

Houston  Light  &  Power 

57 

43% 

23.2 

2.07 

4.0 

1.12 

21.7 

1.6 

2.6 

29 

21 

Idaho  Power  Company 

42% 

35% 

17.5 

2.22 

20.7 

1.60 

28.0 

2.9 

4.5 

23 

16 

Illinois  Power  Co. 

49% 

38% 

22.6 

2.45 

15.6 

1.80 

24.1 

2.9 

4.7 

23 

16 

Iowa  Power  &  Light 

45 

30% 

32.2 

2.29 

10.1 

1.60 

12.3 

3.2 

5.2 

22 

13 

Kansas  City  Power  &  Light 

50-4 

34 

32.3 

2.59 

10.7 

1.64 

15.5 

2.8 

4.8 

16 

13 

Lone  Star  Gas 

28-4 

24% 

11.9 

1.58 

29.5 

1.12 

none 

4.0 

4.5 

23 

16 

Long  Island  Lighting 

38% 

27'8 

29.5 

1.81 

16.0 

1.24 

26.5 

2.5 

4.6 

25 

15 

Middle  South  Utilities 

27 

22% 

16.2 

1.26 

13.5 

0.82 

32.3 

2.3 

3.6 

24 

18 

New  England  Electric  System 

30  % 

27% 

8.7 

1.95 

21.9 

1.48 

23.3 

4.0 

5.4 

19 

14 

N.Y.  State  Electric  4  Gas 

48% 

38% 

20.1 

3.04 

9.0 

2.00 

23.1 

3.3 

5.1 

17 

13 

Niagara  Mohawk  Power 

30% 

20% 

33.5- 

1.60 

1.3 

1.10 

2.3 

3.6 

5.5 

19 

13 

Northern  States  Power 

40'4 

29% 

26.4 

2.11 

8.8 

1.60 

11.1 

3.6 

5.4 

21 

14 

Ohio  Edison 

32% 

27% 

15.2 

1.88 

14.6 

1.42 

34.0 

3.2 

5.1 

20 

15 

Pacific  Gas  &  Electric 

40  % 

34 

15.8 

2.45 

17.8 

1.40 

19.1 

2.9 

4.1 

19 

14 

Pacific  Lighting 

333/a 

27% 

17.2 

1.81 

—13.4 

1.60 

23.1 

3.9 

5.8 

16 

15 

Pacific  Power  &  Light 

28% 

23 

20.3 

1.52 

1.3 

1.20 

5.3 

3.9 

5.2 

19 

15 

Panhandle  Eastern 

44 

37% 

15.3 

2.77 

14.9 

1.60 

16.4 

3.1 

4.3 

18 

13 

Pennsylvania  Power  &  Light 

39  % 

31 

21.5 

2.20 

8.9 

1.56 

8.3 

3.6 

5.0 

20 

14 

Peoples  Gas 

50% 

37% 

26.5 

2.71 

3.4 

1.96 

20.3 

3.2 

5.3 

19 

14 

Philadelphia  Electric 

40  Vi 

30% 

25.3 

1.99 

3.6 

1.64 

13.9 

3.6 

5.4 

21 

15 

Potomac  Electric  Power 

24% 

19% 

18.9 

1.36 

3.8 

1.10 

34.1 

3.3 

5.5 

19 

15 

Public  Service  of  Colorado 

341/2 

24% 

30.1 

1.66 

18.6 

1.00 

17.0 

2.5 

4.1 

25 

15 

Public  Service  of  Indiana 

55% 

43% 

20.6 

2.61 

13.0 

2.00 

28.2 

2.8 

4.6 

24 

17 

Public  Service  Electric  &  Gas 

43% 

32% 

24.6 

2.54 

13.9 

1.60 

15.5 

3.2 

4.9 

20 

13 

Puget  Sound  Power  &  Light 

44 

35% 

19.3 

2.37 

15.6 

1.68 

5.0 

3.6 

4.7 

21 

15 

Southern  California  Edison 

42% 

34% 

18.7 

2.32 

12.6 

1.40 

15.4 

2.8 

4.0 

21 

15 

Southern  Co. 

36% 

27% 

24.2 

1.59 

15.2 

1.08 

18.0 

2.5 

4.0 

26 

17 

Texas  Eastern  Trans. 

22  Vi 

28% 

+  25.6 

2.14 

34.6 

1.20 

28.0 

4.2 

4.3 

14 

13 

Texas  Gas  Trans. 

39% 

40% 

+  1.6 

2.78 

23.0 

1.42 

11.8 

3.2 

3.5 

18 

15 

Texas  Utilities 

68% 

55% 

19.2 

2.64 

14.3 

1.60 

19.4 

2.0 

2.9 

30 

21 

Union  Electric 

31% 

22% 

.     29.0 

1.56 

5.4 

1.20 

7.1 

3.6 

5.4 

21 

14 

Utah  Power  &  Light 

46% 

31% 

30.9 

2.43 

9.0 

1.64 

13.9 

3.1 

5.1 

21 

13 

Virginia  Electric  &  Power 

39% 

31% 

20.1 

1.65 

13.0 

1.08 

22.0 

2.2 

3.4 

27 

19 

Wisconsin  Public  Service 

211/8 

19% 

7.1 

1.60 

10.3 

1.10 

32.5 

3.9 

5.6 

15 

12 

Average 

20.6 

12.0 

19.5 

3.1 

4.6 

22 

15 
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We'll  tell  you  all  abou 


We  began  to  break  with  the  past  in  1958. 

Brought  in  a  brilliant  young  management  team. 
5ut  the  stress  on  enterprising  investments.  Modernized  our  facilities. 

Since  then,  we've  added  20  branch  offices, 
)50  employees  and  thousands  of  new  customers. 
5et  in  touch  with  the  men  at  McDonnell  &  Co. 

This  kind  of  growth  could  be  catching.   A  ACI"^      *-\K"ir\H     r*r\ 
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ewYo  k    Alex     a y  Doylestown  •  Elizabeth  •  Philadelphia  •  Red  Bank  •  R.dgewood  •  Westheld 
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Composed  of  the  following:                                     Commerce  private  nontarm  housing  starts)          service  price  index  related  to  the  consumer 
Production                                                                 Consumption                                                                 price  index) 

•  How  much  are  we  producing?  (Federal  Re-    •  How  much  are  people  spending?  (Dept.  ol  Income 

serve  Board  Index  ol  Industrial  Production)       Commerce  retail  store  sales)                            •  How  much  are  workers  earning?  (Dept.  of 

•  What  volume  of  hard  goods  are  we  ordering-'    •  To  what  extent  are  consumers  going  into      Commerce  personal  income,  wage  and  salary 
(Dept.  ol  Commerce  latest  three  months  new       debt?  (Federal  Reserve  net  change  in  con-      disbursements) 

orders  ol  durable  goods  related  to  inventories)       sumer  installment  debt)                                     •  How  many  people  have  been  laid  off?  (U.  S. 

•  How  intensively  are  we  building?  (Dept.  ot    •  How  costly  are  services'7  (Dept.  ot  Commerce       Dept.  ol  Labor  initial  unemployment  claims) 

Only  Sputnik  and  the  Subway 

Does  a  spectacular  technological  achievement  indicate  a 
high-technology  economy?  When  Richard  Nixon  and  Nikita 
Khrushchev  engaged  in  their  famous  kitchen  debate  of 
July  1959.  Nixon  countered  Khrushchev's  boast  about 
missile  superiority  with  a  boast  about  America's  color  TV.  In 
other  words,  Nixon  meant  that  the  Russians  pushed  the 
space  program  at  the  expense  of  the  rest  of  their  technology 
(true  also  for  the  military  which  accounts  for  about  20% 
of  Soviet  GNP,  10%  of  ours).  One  man  who  would  agree 
with  the  Nixon  thesis  is  Dr.  George  H.  Brown,  59,  Radio 
Corp.  of  America  executive  vice  president.  "The  Russians 
have  taken  all  of  their  most  able  technical  people  and  set 
them  to  work  on  two  projects,"  Brown  says.  "They're  either 
in  the  military  and  Sputnik  area,  or  they're  running  the 
subway.  Really!  That  subway  is  a  real  fetish  with  them. 
It's  the  only  thing  in  Moscow  that  works!" 

Brown  first  became  disillusioned  about  Russian  technol- 
ogy during  a  trip  he  took  there  a  few  years  ago  to  discuss 
standardization  of  color-TV  broadcast  techniques.  Brown 
is  no  "expert"  on  Russia,  but  he  is  a  distinguished  scientist 
who  personally  holds  79  U.S.  patents.  Dr.  Brown  invented 
the  now-standard  turnstile  TV  broadcast  antenna  and 
played  a  leading  role  in  the  development  of  color  TV.  What 
he  saw  in  Russia  did  not  impress  him. 

The  Bulb  Burned  Out 

"We  went  into  this  lecture  hall,"  Brown  recalls,  "and 
they  had  a  projector.  It  sat  about  6  feet  from  the  screen 
because  they  didn't  have  any  other  lens.  Two  old  ladies 
were  taking  things  down  on  steno  pads  and  they  kept  get- 
ting up  and  tripping  over  the  cord  and  the  outlet  was  under 
a  table  somewhere,  so  a  guy  had  to  get  down  on  his  hands 
and  knees  to  plug  it  in  again.  Well,  during  the  second 
lecture  on  the  first  day  the  bulb  in  the  projector  burned 
out.  'We  will  have  to  get  a  new  one,'  they  announced.  The 
Russians  knew  what  this  meant;  they  walked  out  into  the 
hall,  sat  down,  lit  up  cigarettes  and  ordered  tea— this  was 
normal  procedure  to  them!  Nearly  an  hour  passed.  I  got 
excited.  'Where's  the  bulb?'  I  asked.  'Did  you  have  to  make 
it?  Why  don't  you  order  two  bulbs  so  we'll  have  one  when 


the  new  one  burns  out!'  Well  there  was  a  big  fuss  and  about 
noon  the  bulbs  arrived.  The  Russians  thereafter  kept  a 
second  bulb  for  emergencies.  Several  days  later,  at  the  end 
of  the  last  lecture,  I'm  just  leaving  the  hall  when  the  pro- 
jectionist calls  'Dr.  Brown!'  He  opens  the  drawer,  pulls  out 
the  second  bulb,  and  says,  'See?  We  didn't  need  it!' " 

To  Brown,  this  incident  is  symbolic  of  what  he  has  seen 
in  Russian  technology  since.  He  claims  to  see  no  results  from 
the  great  flood  of  white-smocked  scientists  and  engineers 
Russia  is  supposed  to  be  cranking  out.  "I  don't  know  what's 
happened  to  all  these  engineers  they've  trained,"  says 
Brown,  who  is  accustomed  to  supervising  some  8,000  tech- 
nical men   at  RCA's   research  and  engineering  facilities. 

The  Boss's  Daughter 

"There  are  some  at  the  top  who  are  very  bright,  and  there 
are  some  who  married  the  right  girl!  There  was  a  guy  who 
took  our  overcoats  and  overshoes  when  I  was  over  there 
in  1965  and  the  next  thing  you  know,  a  few  years  go  by, 
and  I  saw  that— Gee!  not  only  is  he  in  the  Ministry  of  Com- 
munications but  he's  the  Communications  Minister!  So  then 
last  year  when  Kosygin  came  over  I  found  out  how  he'd 
gotten  to  the  top  spot  so  quickly— Kosygin's  daughter  was 
Mrs.  So  and  So  of  the  same  name!"  The  point  is:  Russian 
industry  is  starved  for  scientists  because  they're  all  working 
for  the  military,  according  to  Brown.  "Once  they've  crossed 
the  line  to  do  secret  work  for  the  military  and  Sputnik 
there's  no  crossing  back,  you  see,"  Brown  goes  on.  "So 
Russian  industry  is  limp— they  run  out  in  their  technology 
so  fast  that  you  can  get  down  pretty  quickly  to  the  really 
dumb  guys!  Look,  nothing  works  in  Russia— elevators  don't 
work,  cars  don't  work,  and  electric  light  bulbs  don't  work- 
why  I  think  they've  got  some  of  Edison's  original  bulbs  in 
their  best  buildings!" 

But  Dr.  Brown  is  quick  to  add  that  this  is  no  time  for 
the  U.S.  to  rest  on  its  laurels.  "I  suspect  we  overreact  to 
the  Russians,"  he  says,  "but  yes:  to  our  own  advantage! 
Every  time  we  say  we  shouldn't  get  alarmed  about  them, 
we  get  so  damned  wnalarmed  that  we  go  overboard  in  the 
other  direction."  In  short,  the  U.S.  economy  as  a  whole  is 
easily  way  ahead,  but  it's  a  lead  that  could  vanish  fairly 
quickly  unless  both  business  and  government  spend  the 
money  necessary  to  hold  it.  ■ 
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MARKET  COMMENT 

By  L  0.  Hooper 


Some  Probable  Trends 


Vogues  change  rapidly,  especially  if 
the  stock  market  is  marking  time.  Re- 
cently stocks  have  been  marking  time 
in  spite  of  some  fairly  wide  price  move- 
ments. We  don't  know  how  the  Elec- 
tion will  turn  out.  It  is  not  clear 
whether  the  economy  will  be  slowed 
clown  by  the  surtax.  No  one  knows  just 
when  peace  will  break  out  in  Vietnam. 
Am  broad  trend  the  list  develops  will 
have  to  be  based  more  on  a  consensus 
of  intuition  than  on  established  fact. 

Some  of  the  money  managers  who 
handle  purchases  and  sales  for  the  per- 
formance funds  lately  seem  to  have 
been  placing  unusual  emphasis  on  in- 
terim earnings.  This  makes  one  wonder 
what  kind  of  selectivity  will  stem  from 
the  third-quarter  earnings  reports  to  be 
published  during  the  next  few  weeks. 
A  poorer-than-expected  or  a  "bad" 
quarterly  report  (either  suddenly  an- 
ticipated or  published)  seems  to  inspire 
some  fund  managers  to  dump  a  big 
block  of  stock  hurriedly  before  some 
other  fund  does  the  same  thing. 

In  the  same  manner  a  fund  occa- 
sionally decides  that  a  specific  stock  is 
cheap  and  proceeds  to  buy  it  in  a  hurry 
before  the  other  fellow  gets  a  chance. 
That  has  been  seen  recently  in  some 
of  the  offshore  drilling  shares  and  in 
some  of  the  mobile  home  issues. 

The  operations  of  funds,  especially 
of  the  so-called  performance  funds,  ap- 
pear to  have  a  big  influence  on  the 
behavior  of  individual  issues.  This  is 
something  new,  and  something  very 
difficult  to  predict  in  advance. 

Bull  Plus  Bear 

It  is  tempting  fate  to  comment  on 
an)  current  trend,  because  it  may 
change  before  this  column  gets  into 
print.  But  lately  there-  have  been  nu- 
merous sessions  in  which  conventional 
stocks  have  been  more  in  demand  than 
have    glamour    issu  has    per- 

mitted the  D]  industrials  ( o!  which 
some  commentators  have  been  inclined 
to  make  so  much  fun  )  to  advance  faster 
than  the  market— just  as  the  Dow  ai  t<  1 
worse  than  the  market  most  <>l  the  time 
in  the  second  quartei 

I    suspect    that    some    of    this    trend 

toward  more  conventioi  chip) 

issues   is   based   on    the    idea    that    the 

entage  increase  in  earnii       For  the 

Mr  Hooocr  is  associated  with  Ihc  New  York 
Stock   Exchange  firm  of  W.   E.   Hutton  &  Co. 


74 


glamours  (or  many  of  them)  over  the 
near  term  may  not  be  any  faster  than 
the  percentage  of  increase  for  older 
companies.  As  has  been  mentioned 
previously,  as  more  complete  informa- 
tion becomes  available  about  the  new 
conglomerates,  not  everything  looks  as 
alluring  as  it  did  during  the  merger 
honeymoon.  Some  mergers  were  put 
together  with  much  haste. 

One  thing  should  be  kept  in  mind. 
Modern  markets  are  very  big  things. 
You  can  have  a  bull  market  in  one  area 
and  a  bear  market  in  another  area  at 
exactly  the  same  time.  Lately,  for  in- 
stance, the  offshore  drilling  issues,  the 
savings  &  loans,  the  building  stocks, 
the  mobile  homes  shares  and  some  of 
the  oils  have  been  doing  very  well 
while  the  aircrafts,  the  airlines  and 
some  of  the  conglomerates  have  been 
doing  badly.  In  between  have  been  the 
steels,  where  a  plethora  of  bad  news 
about  earnings  has  had  almost  no  im- 
pact on  prices— a  good  example  of  the 
market's  failure  to  respond  to  what 
everyone  knows. 

Some  other  things  have  been  hap- 
pening. The  long-neglected  chemicals 
have  moved  up  on  the  prospect  for 
better  earnings.  Prices  for  chemicals 
(except  sulphur)  have  been  rising. 
Even  the  long  depressed  fibre  chemi- 
cals like  Monsanto  and  Celanese  have 
perked  up.  So  has  Union  Carbide 
where  much  better  earnings  are  ex- 
pected in  1969  when  some  of  the  huge, 
new  and  highly  efficient  plants  come 
on  stream.  The  aluminums  also  have 
been  subject  to  some  confident  buying, 
especially  Alcan,  which  long  has  been 
regarded  as  an  outstanding  value  in 
that  group. 

Looking  around  for  some  of  the  bet- 
ter values,  it  may  be  well  to  mention 
McGraw-Edison,  Ideal  Basic,  Alcan, 
Penn  Central,  Union  Carbide,  Pittston, 
Freeport  Sulphur,  Texas  Gulf  Sulphur 
and  perhaps  Ford  Motor.  Most  of  these 
stocks  have  been  unpopular  for  one 
reason  or  another,  and  all  of  them  ap- 
pear to  have  longer-term  merit. 

In  the  previous  issue  much  space 
was  alloted  to  my  theory  that  the 
airlines  are  about  as  unpopular  and 
friendless  as  the  savings  &  loans  were 
i  year  or  two  ago.  I  think  the  pressing 
problems  of  this  great  growth  indus- 
try (problems  of  which  everyone  now 
is  aware)   inevitably  must  lie  solved, 


That  makes  me  want  to  accumulate 
airlines  shares.  I  don't  know  when  they 
will  hit  bottom;  but  that  does  not  mat- 
ter too  much,  because  they  are  low 
enough  to  buy  now.  I  like  Trans  World 
Airlines  and  United  Airlines.  Earnings 
comparisons  for  the  airlines  will  remain 
poor  for  months,  but  there's  no  surprise 
element  iif  that. 

I'm  impatient  regarding  some  of  the 
political  reasoning  I  hear  about  which 
stocks  •  would  be  helped  by  a  Nixon 
victory  and  which  ones  would  do  better 
if  Humphrey  wins.  The  President  of 
the  United  States  in  this  day  and  gen- 
eration can't  make  his  environment.  All 
he  can  do  is  to  implement  the  environ- 
ment he  finds.  Both  Humphrey  and 
Nixon  are  reasonable  men  and  prob- 
ably would  do  almost  exactly  the  same 
thing  about  Vietnam,  military  procure- 
ment, relations  with  the  Soviet  and 
problems  of  the  Mideast.  We  will  con- 
tinue to  have  a  big  military  establish- 
ment, and  no  one  seems  to  be  in  favor 
of  ending  the  welfare  state. 

For  the  Long  Term 

I  suppose  there  is  room  for  argument 
about  a  proper  price/earnings  ratio  for 
companies  that  supply  the  civilian 
aircraft  industry,  since  high  research 
expenditures  will  continue  and  since 
the  near-term  new-plane  requirements 
of  the  industry  may  be  influenced  by 
the  present  lower  utilization  of  equip- 
ment, but  it  seems  to  me  that  the 
shares  of  North  American  Rockwell  at 
around  37  are  selling  at  a  price  which 
involves  little  risk  to  the  long-term  in- 
vestor. There  was  an  excellent  feature 
article  on  this  company  in  the  July  1 
issue  of  Forbes  (p.  67). 

Looking  backward,  some  of  us  may 
have  been  stupid  when  we  did  not 
recognize  that  the  initiation  of  the  four- 
day  week  in  the  financial  district  was  a 
signal  for  a  slowing  down  in  specula- 
tion. The  end  of  the  four-day  week 
probably  will  come  about  the  time  this 
issue  reaches  the  reader.  Unfortunately 
not  all  of  the  back  office  problems  of 
the  financial  community  have  been 
solved.  There  are  still  many  irregulari- 
ties to  be  worked  out,  and  transfers 
still  are  delayed  in  many  cases.  The 
situation  has  improved,  but  it  still  is 
not  good.  It  is  hoped  that  the  volume 
of  business  will  not  increase  too  much 
when  the  four-day  week  ends.  Wall 
Street  apparently  has  enough  help;  but 
too  much  of  the  help  is  inexperienced 
and  overworked. 

It  is  hoped,  too,  that  investors  will 
not  become  as  greedy  as  they  were  in 
the  two  or  three  months  following 
President  Johnson's  famous  TV  address 
on  Mar.  31.  Speculation  of  that  type, 
no  matter  how  pleasant  it  seems  at  the 
time,  inevitably  leads  to  excesses  that 
subsequently  are  corrected.  ■ 
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Do  you  really  know 
the  company  you  keep 
or  buy,  or  sell? 


Is  your  hard-earned  capital  efficiently  invested  in 
its  stock,  or  do  other  issues  represent  better  values 
for  you  in  terms  of  your  own  personal  investment 
goals? 

Do  you  know  how  the  company  earns  its  money,  how 
much  it  earns,  and  at  what  rate? 


Can  you  quickly  find  out,  without 
obligating  yourself  to  anyone,  the 
trend  and  amount  of  the  company's 
sales,  profit  margins,  book  value, 
earnings,  dividends,  dividend  pay- 
out ratios,  and  price-earnings  ratios 
for  each  of  the  past  15  years? 

.  .  .  the  company's  5-year  growth 
rates  for  each  of  the  past  14  years 
and  the  estimate  for  this  year? 
...  or  how  the  course  of  its  cash 
earnings  per  share  relates  to  the 
average  monthly  price  range  per 
share  over  the  past  15  years? 
...  or  what  the  cash  earnings  per 
share  may  average  for  the  period 
3  to  5  years  from  now? 
.  .  .  the  company's  debt  and  prior 
dividend  obligations? 
.  .  .  the  number  of  outstanding 
shares   and    percentage   of   them 
traded  each  month  this  year  and 
in  past  years? 

. . .  whether  company  insiders  have 
been  buying  or  selling  on  balance? 
.  .  .  and  what  mutual  funds  have 
been  doing  in  the  stock? 

Can  you  objectively  appraise  how 
the  stock  is  likely  to  perform  in  the 
market  (1)  during  the  next  12 
.months  ...  (2)  three  to  five  years 
from  now  ...  (3)  beyond  five  years 
from  now? 

These  are  some  of  the  many 
questions  investors  ask  in  order 
to  take  intelligent  decisions. 

If  you  have  the  answers  to  these 
questions  regarding  1400  widely 
held  stocks,  or  if  they  are  readily 
accessible  to  you  in  your  own  home 
or  office,  you  probably  are  already 
a  subscriber  to  The  Value  Line 
Investment  Survey. 

If  you  want  to  have  answers  that 
inform  and  fortify  your  judgment 
and  keep  you  continuously  in- 
formed on  your  investments  after 


you  have  made  them  as  well  as  be- 
fore you  select  them,  you  may  be 
ready  for  the  systematic  investment 
guidance  — the  research,  analyses, 
disciplined  evaluations,  and  recom- 
mendations —  provided  every  week 
by  Value  Line. 

SEE  FOR  YOURSELF 
-AND  SEE  WHY 

We  invite  you  to  discover  The 
Value  Line  Investment  Survey  for 

yourself  under  our  30-day  money- 
back  guarantee:  If  you  are  dissatis- 
fied with  Value  Line  for  any  reason, 
return  the  material  within  30  days 
for  a  full  and  prompt  refund. 

The  coupon  below  will  bring  you 
every  week,  for  the  term  you  check, 
full-page  reports  on  about  100  dif- 
ferent stocks  and  analyses  of  their 
industry  groups  .  .  .  plus  the  24- 
page  Weekly  Summary  of  Advices  & 
Index,  giving  you  Value  Line's  lat- 
est determinations  of  what  relative 
price' changes  you  can  reasonably 
expect  —  and  when  —  for  each  of 


the  1400  stocks  under  weekly  eval- 
uation by  Value  Line's  70  research 
specialists  .  .  .  plus  the  8-page 
editorial  section,  Selection  & 
Opinion,  which  includes  Value 
Line's  Recommended  Stock  of  the 
week  or  Special  Situation  of  the 
month  and  its  analysis  of  the  busi- 
ness and  stock  market  outlook.  In 
addition,  you  will  receive  Value 
Line's  monthly  Special  Report  on 
Officer-Director  Transactions  and 
the  quarterly  Special  Report  on  In- 
vestment Company  Transactions. 

BONUS* With  the  annual  or  3- 
month  trial  subscription,  Value 
Line  will  ship  to  you  immediately 
its  2-volume  Investors  Reference 
Library,  which  will  give  you  the  lat- 
est reports  on  all  1400  stocks  that 
have  been  published  prior  to  your 
subscription.  During  the  subscrip- 
tion period  all  1400  full-page  re- 
ports will  be  revised  and  updated 
systematically  every  13  weeks. 

With  Value  Line  in  your  office  or 
library,  you  will  be  able  to  find  ob- 
jective and  current  appraisals  of 
the  stocks  you  buy  ...  or  sell  .  ,  . 
or  keep. 


In  fairness  to  regular  subscribers,  who  pay 
$167  a  year  for  The  Value  Line  Investment 
Survey,  we  cannot  make  the  $5  introductory 
subscription  available  to  those  who  have  had 
such  a  4-week  subscription  within  the  past 
six  months. 


□  3  MONTH  TRIAL-$44 
(13  EDITIONS) 


□  ONE  YEAR- $167 
(52  EDITIONS) 

Send  me  the  complete  service  for  the  term  checked  plus 
—as  a  bonus— the  2-volume  Investors  Reference  Library 
consisting  of  Value  Line  sections  published  during  the 
13  weeks  preceding  start  of  this  subscription. 
□  Payment  enclosed  □  Bill  me 


□ 


FOUR-WEEK  TRIAL-$5 

(4  EDITIONS) 


Send  me  a  4-week  introduc- 
tory subscription  to  the  full 
service  for  $5.  I  enclose 
payment. 


If  dissatisfied  for  any  reason,  I  have  up  to  30  days  to  return  the  material 
for  a  full  refund  under  your  money-back  guarantee. 


Name  (please  print). 
Address  


AA16-20 


City 


.State. 


■  Zip 


(Subscription  fees  are  deductible  for  income  tax  purposes.  N.Y.C.  residents, 
please  add  5%  sales  tax;  other  N.Y.  State  residents,  add  applicable  sales  tax.) 

THE  VALUE  LINE 

INVESTMENT    SURVEY 

Published  by  Arnold  Bernhard  &  Co.,  Inc. 

5  EAST  44th  STREET,  NEW  YORK,  N.  Y.  10017 

No  assignment  will  be  made  of  this  agreement  without  subscriber's  consent. 


FORBES,  OCTOBER  I,  1 968 


75 


HOW  TO  MAKE  ~" 
A  SNOW-BALLING  MARKET 
WORK  FOR  YOU 


Stock  market  trends,  once  established,  resist 
change.  This  persistence  tends  to  produce  a 
snowballing  effect  —  magnifying  both  profits 
and  losses. 

The  technique  of  riding  with  the  trend  is  one 
of  the  highly  specialized  market  tools  made 
available  to  you  in  our... 

SPECIAL  OFFER:  Receive  our  Positive  Invest- 
ment Program  —  plus  a  5-week  trial  subscrip- 
tion to  Investors  Research  Reports.  These 
reports  analyze  price  trends  of  over  600  lead- 
ing stocks  and  provide  information  which  you 
may  find  invaluable.  All  you  send  us  is  $1  — 
but  act  now ! 


INVESTORS  RESEARCH  COMPANY 


Dept  F-12,  924  Laguna  Street 
Santa  Barbara,  California  93102 

For  $1  please  air  mail  my  trial 
subscription  plus  your  Positive 
Investment  Program. 


Name 

Address - 
City 


-  State- 


-  Zip- 


HoW  fast 

should  you  expect  a 

$5,000  to  $50,000 

portfolio  to  grow 

under  investment 

management? 


Whether  you  are  investing  in  common  stocks 
for  retirement  income,  children's  education 
or  freedom  from  financial  worry,  you  want 
your  money  to  grow  as  rapidly  as  possible. 
Yet,  perhaps  for  reasons  beyond  your  con- 
trol, you  may  find  your  capital  is  not  build- 
ing up  as  fast  as  you  expect  it  to. 

To  help  solve  this  very  problem,  investors 
in  more  than  55  countries  use  The  Danforth 
Associates  Investment  Management  Plan. 
The  professional  supervision  it  offers  can, 
we  believe,  work  to  balance  the  risks  of 
common  stock  investments  and  help  you 
better  achieve  your  capital  growth  goals. 

Find  out  how  you  may  begin  benefiting 
from  this  tested  plan  with  as  little  as  $5,000 
in  cash  or  securities.  For  a  free  copy  of  our 
42-page  descriptive  booklet,  including  a 
complete  10-year  "performance  record," 
simply  write  Dept    C-27. 

the  Danforth  Associates 

Wellesley  hills,  Mass.,  u.s.a.  oai8i 

Investment  Management  •  Incorporated  1936 


STOCK  ANALYSIS 

By  Heinz  H.  Biel 


Blue-Chip  Revival 


The  stock  market's  vigorous  post- 
Labor  Day  advance  took  many  pros  by 
surprise.  They  had  been  skeptical,  if 
not  bearish,  because  of  concern  over 
the  possible  consequences  of  the  Czech 
occupation;  the  prospects  of  poorer 
earnings  comparisons  as  a  result  of  the 
surtax;  and  the  uncertainties  of  the 
Presidential  campaign.  Even  more  sur- 
prising, however,  was  the  kind  of 
stocks  which  led  the  rally.  Most  of  the 
recent  highflying  favorites  were  con- 
spicuously absent.  Instead,  it  was  the 
long-neglected  Dow-Jones  type  stocks 
that  were  in  the  forefront,  and  the  DJI 
reached  a  new  1968  high. 

Perhaps  it  was  inevitable  that  the 
giants  of  American  industry  should 
have  their  inning,  too.  It  had  been 
obvious  all  along  that  these  stocks 
were  dirt  cheap  by  comparison  with 
the  glamour-growth  issues  that  com- 
manded astronomical  earnings  multi- 
ples and  which  had  contributed  so 
much  to  the  spectacular  results  of 
some  of  the  more  dynamic  mutual 
funds.  After  all,  how  can  one  equate  an 
Allied  Chemical  and  a  Kentucky  Fried 
Chicken?  Yet,  there  had  been  too 
much  disenchantment  with  the  stand- 
ard blue  chips,  from  GM  on  down,  to 
appeal  to  performance-oriented  inves- 
tors. Besides,  most  of  these  stocks 
showed  few  signs  of  life  on  the  charts 
or  the  computers— except,  maybe,  that 
they  were  thoroughly  sold  out. 

It  is  premature  at  this  stage  to  reach 
a  final  conclusion  about  the  signifi- 
cance of  this  change  in  market  leader- 
ship. I  suspect  that  this  move  in  the 
blue  chips  is  more  in  the  nature  of  an 
adjustment  of  relative  values  than  a 
lasting  change  in  investors'  predilec- 
tions. In  an  inflationary  climate  that  is 
likely  to  prevail  for  an  indefinite  time, 
stable  earnings,  liberal  dividends  and 
solid  financial  strength  may  not  be  suf- 
ficient to  arouse  investor  interest.  After 
all,  bond  yields,  especially  on  tax-ex- 
empts, are  still  unusually  high  and  are 
unlikely  to  decline  appreciably  for  the 
time  being.  Once  the  blue-chip  indus- 
trials have  had  their  move,  the  lure  of 
above-average  growth  is  certain  to 
make  itself  felt  again,  especially  since 
the  spread  of  price/earnings  ratios  has 
narrowed  somewhat. 

Business  activity  has  remained  un- 

Mr.  Bid  is  a  partner  in  the  New  York  Stock 
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expectedly  buoyant,  despite  the  surtax. 
Economists  are  now  modifying  their 
forecasts,  and  instead  of  a  decline  they 
merely  expect  a  slowdown  in  the  rate 
of  growth.  The  auto  industry  spokes- 
men are  even  more  optimistic  than 
usual  in  their  predictions  for  the  new 
model  year.  Chrysler  (68),  which  is 
continuing  to  increase  its  share  of  the 
market,  appeals  to  me  most.  Profits 
this  year  may  reach  $6  a  share,  and 
some  auto  analysts  have  visions  of  $7 
to  $8  earnings  next  year. 

Growth  vs.  Income 

The  textbook  concept  of  an  invest- 
ment is  that  it  should  produce  income. 
The  stock  market  does  not  agree.  Some 
of  the  best-performing  stocks  are  not 
paying  dividends  now,  and  the  compa- 
nies' managements  have  no  intention 
of  doing  so  in  the  foreseeable  future. 
Crown  Cork  6-  Seal  (80),  first  men- 
tioned in  this  column  nearly  six  years 
ago,  has  not  paid  a  nickel  since  1956 
when  a  new  management  took  over. 
John  F.  Connelly  much  prefers  to  in- 
crease profitability,  build  up  the  share- 
holders' equity,  and  avoid  dilution.  He 
also  considers  stock  dividends  a  waste 
of  paper.  I  doubt  that  he  has  received 
many  complaints  from  his  stockholders. 
Earnings  have  multiplied:  4  cents  a 
share  in  1957,  $1.42  in  1961,  $2.53  in 
1964,  and  around  $5  this  year.  Need- 
less to  say  the  price  of  the  stock  kept 
pace,  rising  from  a  low  of  3  (adjusted) 
in  1958  to  a  recent  high  of  over  80. 

Crown  Cork's  dividend-paying  and 
much  bigger  competitors  have  not  done 
so  well  for  the  investor.  American  Can 
rose  from  a  1958  low  of  41)4  to  a  pres- 
ent price  of  around  48,  meanwhile 
lifting  the  dividend  all  the  way  from 
$2  a  share  to  $2.20.  Continental  Can 
did  much  better,  doubling  in  price 
from  a  1958  low  of  27  to  55  at  present, 
while  the  dividend  was  increased  from 
$1.20  a  decade  ago  to  $2. 

Another  highly  successful  company 
which  has  never  paid  a  cash  dividend 
is  Coastal  States  Gas  Producing  (65), 
a  fast-growing,  aggressively  managed 
company  which  gathers  and  distributes 
natural  gas.  Earnings  have  risen  stead- 
ily year  after  year  and  the  price  of  the 
stock  has  soared.  It  is  obvious  that 
many  investors  prefer  to  nibble  on  cap- 
ital gains,  if  necessary,  than  to  pay  in- 
come taxes  on  dividends.  ■ 
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\four  doorway  m 

to  clear  direction  in 

mutual  funds. 

Mutual  funds  are  designed  to  provide  the  advantage  of  diversified 
holdings  through  a  single  investment  while  reducing  risk.  But  no 
one  mutual  fund  fits  every  investment  situation.  So  doesn't  it 
make  sense  to  investigate  as  many  as  necessary  for  your  needs? 

At  Bache  we're  well-equipped  to  help  you  single  out 
from  the  hundreds  of  mutual  funds  the  fund  or 
funds  whose  goals  match  your  own.  Deeply 
involved  in  mutual  funds  for  many 
years,  we've  underwritten  some 
of  the  biggest,  researched  most 
of  the  leading  ones,  advised  large 
pension  and  profit-sharing  plans 
in  fund  selection. 

And  since  we  represent  no  one 
particular  fund,  we're  in  a  position 
to  make  completely  objective  recom- 
mendations. To  learn  which  mutual 
fund  or  funds  will  best  suit  your 
needs  visit  the  nearest  Bache  office. 
We  now  have  126  and 
the  doors  of  all  of  them 
are  open  to  help  you. 

Bache  &  Co 


Incorporated 
Members:  All  Leading  Exchanges  •  Founded 
36  Wall  Street,  New  York,  N.  Y.  10005 
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STOCK  TRENDS 

By  Aaron  B.  Feigen 


Take   Your  Time 


I  think  that  the  best  investment  any- 
one can  make  right  now  is  that  of  time. 
Time  spent  in  searching  for  a  perspec- 
tive, in  looking  above  and  beyond  the 
churning,  high-volume,  split-personal- 
ity markets  of  recent  months.  Time 
given  to  the  consideration  of  the  major 
trends  that  are  likely  to  arise  over  the 
next  several  years,  not  just  the  next 
several  weeks.  Time  used  in  playing 
devil's  advocate  to  both  market  ide- 
ologies—the bear  and  the  bull— and  to 
all  investment  suggestions  in  an  effort 
to  gain  a  solid,  comfortable  conviction 
and  not  just  an  off-the-cuff  opinion 
about  the  market  or  a  stock. 

The  real  risk  at  the  present,  as  I  see 
it,  is  not  that  of  an  impending  bear 
market  or  of  missing  a  rally  or  a  hot 
tip.  Rather,  it  is  that  of  going  off  half- 
cocked,  on  impulse,  or  of  falling  into  a 
catatonic  trance  because  of  a  profusion 
of  confusion  or,  worse  still,  of  having 
a  Pavlovian  reaction  every  time  some 
market  technician  or  analyst  rings  a 
bell.  The  last  is  the  worst  because  it 
carries  the  additional  danger  of  being 
consistently  whipsawed  by  short-run 
market  wavelets,  regardless  of  the  di- 
rection of  the  tide. 

Sure,  this  is  a  period  of  uncertainty. 
Certainly,  we  have  never  before  had  so 
many  problems,  nor  experts  to  advise 
on  what  they  portend  and  what  to  do 
about  them.  Of  course,  the  market  lost 
its  upside  momentum  a  while  ago 
(1965  for  the  Dow-Jones  industrials, 
as  a  matter  of  fact),  and  its  inability 
to  get  going  again  raises  the  spectre  of 
a  broad  distributive  top.  However, 
I  am  still  not  convinced  that  this  is 
enough  on  which  to  base  a  fresh  in- 
vestment conviction.  Perhaps  there  is 
something  new  in  the  wind. 

New  Environment 

I  would  therefore  like  to  propose  the 
thesis  that,  as  the  result  of  all  that  has 
been  happening  in  the  economy,  the 
world,  and  the  market  during  the  past 
decade,  we  are,  at  least,  in  a  different, 
if  not  a  new,  era,  and  traditional  think- 
ing, the  standard  approach  to  the  mar- 
ket, is  no  longer  in  synchronization 
with  the  real  world. 

Possibly  the  market  ought  to  be 
considered  as  having  gone  into  a  sort 
of  orbit  in  outer  spa.  ;he  sense 
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that  while  we  can  see  how  we  got 
where  we  are,  we  really  have  never 
been  here  before  and  therefore  cannot 
be  certain  of  what  happens  next.  I 
know  of  an  astute  economist  who  raised 
this  analogy  a  few  years  ago  in  dis- 
cussing the  "New  Economics,"  which 
then  was  the  Administration's  recipe 
for  perpetual  prosperity.  His  point  was 
that  the  nation  was  in  a  form  of  eco- 
nomic outer  space,  and,  under  this  un- 
precedented circumstance,  much  that 
was  propounded  by  official  experts 
made  sense,  but  no  one  could  be  sure 
of  how  it  would  work.  Although  events 
over  the  intervening  years  have  given 
us  a  few  scares  (the  1966  money  crisis 
and  the  1967  gold  crisis,  for  example), 
we  still  cannot  conclude  that  the  "new" 
economic  concept  will  not  function. 

Since  the  economic  outlook  provides 
the  so-called  investment  fundamentals, 
if  we  consider  the  economy  to  be  in 
outer  space,  then  why  not  the  market? 
Moreover,  the  investment  sector  can 
add  something  "new"  and  unusual  of 
its  own  to  this:  namely,  the  institu- 
tionalization of  the  investor  population 
—the  awesome  presence  of  the  Funds. 

I  do  not  believe  that  any  of  this  is 
necessarily  bad,  except  that  it  does  dis- 
place comfortable  complacency  with 
aggravated  anxiety.  As  a  matter  of  fact, 
I  can  find  encouragement  even  in  the 
market's  nerve-wracking  zigzags  of  the 
past  few  years,  and  especially  those  of 
the  last  six  months.  It  seems  to  me  that 
this  reflects  an  unprecedented  level  of 
investor  sophistication  and  awareness, 
coupled  with  opportunism,  in  an  en- 
vironment of  cynicism,  or  skepticism  at 
least.  During  this  period,  reaction  time 
to  market-moving  news  or  to  technical 
indicators  has  become  rapid.  The  po- 
larity of  general  sentiment  swings  be- 
tween plus  and  minus  almost  equally 
as  fast.  Developments  of  any  sort— in- 
ternational, economic  or  corporate— are 
discounted  overnight.  Excesses  de- 
velop, but  are  quickly  corrected:  Wit- 
ness the  events  of  August  vs.  June.  The 
market  vibrates  in  moderate  amplitude 
rather  than  in  massive  ideological 
swings.  Everything  points  to  the  pres- 
ence of  a  new  "tuned  in"  group  of  in- 
vestors who  understand  that  while  the 
outlook  is  uncertain,  it  is  no  more  than 
that,  and,  with  the  risks  well  in  mind, 
either  wait  or  trade  a  little. 

We  may  be  making  a  serious  mis- 


take in  attempting  to  fit  recent  market 
behavior  into  the  classic  bull-  and  bear- 
market  stereotypes.  Perhaps  the  time- 
shape  of  the  market  cycle  has  changed, 
just  as  has  been  the  case  with  the  busi- 
ness cycle  since  World  War  II.  It  could 
be  that  a  new  "normal"  market-cycle 
pattern  h.as  emerged,  one  which  con- 
sists of  frequent,  short,  sharp  move- 
ments of  moderate  extent,  in  contrast 
with  the  old  norm  of  infrequent,  long- 
lived,  massive  tidal  sweeps  carrying  to 
great  distance  in  either  direction.  If 
this  is  the  case,  then  there  is  further 
encouragement  to  be  gained  from  the 
history  of  the  business  cycle.  The  key 
factor  that  produces  a  full  scale  bear 
market  out  of  a  merely  reactionary  one 
is  the  same  as  that  which  used  to  create 
a  classic  economic  depression  out  of  a 
recession,  a  breakdown  in  confidence. 
If  investors  remain  aware  and  realistic, 
and  if  they  maintain  a  self-correcting 
market  by  their  actions,  it  should  be 
possible  for  the  investment  sector  to 
parallel  the  economic  sector  in  its  long- 
term  expansion  without  cataclysm. 

A  Good  Sign 

In  this  context,  for  example,  one 
could  conclude  that  the  market's  saw- 
toothed  pattern  in  1968,  without  being 
able  to  develop  a  major  uptrend,  is 
precisely  what  is  justified  by  the  busi- 
ness outlook,  and  that  it  is  a  good  sign 
rather  than  a  harbinger  of  doom.  There 
is  no  reason,  blind  emotion  aside,  why 
the  market  cannot  pause  or  even  re- 
cede without  predicating  a  major  col- 
lapse. The  economy  is  doing  this  right 
now,  but  I  see  no  one— not  even  the 
bears— arguing  that  because  expansion 
has  lost  momentum  and  corporate  prof- 
its are  faltering,  that  the  end  of  the 
boom  means  that  bust  must  follow. 

So  much  philosophy  leaves  little 
room  for  specific  investment  ideas. 
However,  one  that  intrigues  me  greatly, 
and  that  can  be  readily  developed  by 
anyone  who  cares  to  invest  the  time  to 
look  into  the  situation,  is  Phillips  Petro- 
leum. At  recent  prices  in  the  60s, 
the  shares  sell  at  roughly  14  times 
temporarily  plateauing  1968  earnings, 
and  pay  $2.60  in  dividends  (following 
the  seventh  consecutive  annual  in- 
crease voted  this  spring).  Phillips  has 
changed  radically  over  the  past  decade, 
having  become  diversified  and  inter- 
national in  scope  and  aggressive  in 
management  philosophy.  But,  as  yet, 
this  seems  to  have  hardly  been  rec- 
ognized by  investors.  I  think  this  neg- 
lect is  fading,  aided  by  the  excitement 
of  the  Alaskan  oil  discoveries  made  by 
Atlantic/Humble,  in  an  area  where 
Phillips  Petroleum  also  holds  acreage, 
and  by  the  prospect  of  an  earnings 
spurt  in  1969  of  possibly  15%  or  more 
above  the  flattish  $4.55  or  so  a  share 
estimated  for  this  year.  ■ 
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$1  TRIAL  OFFER  TO  DOW  THEORY  FORECASTS  BRINGS  YOU: 

10  Recommended  STOCKS 
SELLING  For  UNDER  $30 

PLUS  Buy-Sell-Hold  advice  on  158  stocks,  Business  Outlook 
from  Indiana  University  and  a  30  Day  Subscription.  All  for 
only  $1.  A  $6  value  at  regular  subscription  rates. 


Dow  Theory  Forecasts  has  select- 
ed 10  Stocks  selling  for  under  $30 
I  which  it  believes  may  have  po- 
'  tential  for  capital  gains.  Here's  a 
brief  description  of  5  of  them. 

1.  Seasoned  gold  and  uranium 
producer  in  South  Africa. 

2.  Relatively  small  electronics 
manufacturer  participating  in 
digital  computer  systems,  Po- 
laris Missile  System  on  F-lll 
aircraft. 

Last  year,  yield  of  about  5.5%. 
This  holding  company  provides, 
in  our  opinion,  both  income  and 
growth  possibilities.  Still  under 
$20. 

Coffee  processor  expanding 
new  franchise  restaurant  chain 
and  optimistic  over  new  decaf- 
feinated coffee. 

Highly  speculative  but  might 
be  considered  by  those  inves- 
tors financially  able  to  pur- 
chase risk  securities.  Uranium 
mines  with  silver  and  copper 
interests. 

Brief  descriptions  of  these  stocks — along  with 
he  5  others  in  the  report — are  yours  when 
rou  mail  in  the  card  attached.  It  describes 
fach  company,  gives  recent  price  of  stock, 
1966  and  1967  fiscal  year  earnings,  dividend 

'  pd  yield  information.  You  also  receive  a 
0  Day  Trial  Subscription  to  Dow  Theory 
orecasts,  our  Weekly  Report  of  Investment 
ivdvice. 

INLY  $1    FOR  $6  VALUE   IN  STOCK 
tDVICE   BASED  ON   REGULAR 
INSCRIPTION    RATES. 

It  regular  rates,  your  30  Day  Subscription 
|  a  $6  value.  But  we  bill  you  only  $1.  And 
iou  get  a  money-back  guarantee.  You  must 
's  satisfied  or  your  $1  is  promptly  refunded. 


21  INVESTMENT  AIDS  IN  DOW  THEORY  FORECASTS 

As  a  trial  subscriber  to  Dow  Theory  Forecasts  you  get  our  8  page  report  on  the  stock 
market  each  week.  21  different  investment  aids  are  offered,  although  not  all  of  them 
each  week.  They  include: 


Stocks  Recommended  By  25  Other  Leadinq 
Investment  Advisors.  Each  week  you  get 
a  consensus  of  what  stocks  other  leading 
Investment  advisors  are  recommending.  You 
learn  whether  these  advisors  are  optimistic 
or  pessimistic  about  the  immediate  future. 

Charts  of  Dow-Jones  Averages.  The  day-to- 
day  movement  of  Dow-Jones  Industrial  and 
Rail  Averages  is  charted  over  a  four  month 
period.  Also  charted,  is  the  trading  volume 
during  the  same  period. 

Portfolio  Recommendations.  You  receive 
recommended  stocks  for  4  Model  Portfolios 
ranging  in  size  from  $1,000  to  $25,000.  Every 
stock  is  under  constant  review  and  changes 
are  made  whenever  we  believe  conditions 
warrant. 

What's  Ahead  For  Business?  Our  "Business 
Outlook"  keeps  you  informed  on  what  we 
believe  to  be  ahead  for  general  business. 

Comparisons  Of  Industry  Groups.  A  month- 
ly report  of  industry  trends.  Comparative 
price  performances  of  78  industries,  with 
"buy,  sell  and  hold"  recommendations  for 
over  600   stocks. 

"Master    List"     Of    Recommended    Stocks. 

Active  list  of  Recommended  Stocks  includes 
issues  for  both  speculation  and  conserva- 
tive investing.  Information  includes  current 
price,  recent  fiscal  year  earnings,  amount 
of  dividend,  dividend  history,  and  specific 
buy  or  hold"  recommendations. 


Growth  Stock  Recommendations.  A  list  of 
stocks,  which  in  our  opinion  show  above 
average  growth  possibilities. 

Stock  Split  Candidates.  Companies  that  have 
publicly  announced  stock  splits.  Sometimes 
these  stock  splits  are  subject  to  stockholder 
approval.  Stock  splitting  cuts  a  stock's  price 
per  share  to  a  more  popular  buying  level. 
Demand  for  the  stock  very  often  goes  up. 


Frequently,  but  not  always,  prices  and 
dividends  also  go  up. 

"Over-The-Counter"  Recommendations.  Les- 
ser-known stocks  sold  over-the-counter 
which  sometimes  present  unusual  oppor- 
tunities to  the  investor  at  the  proper  time. 

Monthly  Advices  On  700  Stocks.  Buy-hold- 
switch  recommendations  on  700  individual 
stocks. 

Traders  Page.  A  special  page  of  recom- 
mendations for  subscribers  who  like  to 
trade.  This  advice  is  in  no  way  based 
upon  the  Dow  Theory. 

Special  Bulletins  If  A  Serious  Decline 
Threatens.  Sometimes  important  market 
moves  occur  in  between  our  weekly  publi- 
cation dates.  When  this  happens,  and  it  is 
of  extraordinary  nature,  we  send  out  special 
notices  describing  what  has  happened  and 
what  we  suggest  you  do  about  it.  This 
special  Bulletin  Service  is  seldom  used  but 
we  believe  it  helpful  in  a  serious  decline. 
It  does  not  offer  you  complete  protection, 
but  we  hope  it  will  be  of  assistance. 

Value  Bands.  Special  charts  to  help  you 
evaluate  whether  a  stock  is  in  a  general 
buying  or  selling  range  from  a  historic 
standpoint.  The  stock's  current  price-earn- 
ings ratio  is  compared  with  the  average 
high  and  low  price-earnings  ratios  at  which 
the  stock  has  traded  in  the  past. 

Overseas  Report.  An  overseas  Business 
Outlook  from  the  London  correspondent  of 
Dow  Theory  Forecasts. 

Analysis  of  Past  Week  —  Predictions  For 
Future  Weeks.  In  our  Market  Commentary 
you  are  advised  what  happened  in  finan- 
cial circles  during  the  preceding  week  and 
what  we  expect  in  the  weeks  ahead.  Defi- 
nite conclusions  are  reached  in  many  in- 
stances —  definite  recommendations  are 
made. 


2  ADDITIONAL  REPORTS  WITH  YOUR  $1  TRIAL 


In  addition  to  the  4  week  trial  subscription 
and  the  report,  "10  Recommended  Stocks 
Selling  For  Under  $30,"  you  receive  advice 
on  158  stocks.  It  includes  buy-sell-hold  ad- 
vices on  volatile  stocks  like  Chrysler,  Con- 
trol Data,  Gulf  &  Western,  Ling-Temco  and 


Zenith  —  and  on  low-cost  stocks  like  Beech 
Aircraft,  Brunswick,  Curtis  Publishing,  Mc- 
Crory,  and  Simon  &  Schuster.  Finally,  you 
get  "Business  Outlook"  an  informative  report 
from  the  Indiana  University  Graduate  School 
of  Business. 


SEND  NO  MONEY  . . .  MAIL  CARD  TODAY 

We  bill  you  only  $1  for  the  Trial  Subscription,  "10  Recommended  Stocks  Selling  For  Un- 
der $30",  and  Buy-Sell-Hold  Advice  on  158  Stocks.  Your  $1  is  tax-deductible.  .  .and  it's  re- 
turned promptly  if  you're 'not  completely  satisfied.  Fill  out  and  mail  in  the  reply  card 
today.  There's  no  further  obligation — and  no  salesman  will  call.  (Offer  open  to  new 
readers  only) 
DOW  THEORY  FORECASTS,  INC.,  P.O.  Box  8309,  Chicago,  Illinois  60680 
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WHAT  MAKES 


'Oft% 


INVESTMENT  ADVISORY  SERVICE 


All  investment  advisory  services  are  not 
alike.  Bulletin-type  services  are  designed 
for  mass  consumption  and  cannot  be 
written  specifically  for  you.  On  the  other 
hand  specialized  and  technical  services 
are  not  broad  enough  to  build  a  well- 
balanced  portfolio  which  we  believe  is 
necessary  if  safety  as  well  as  growth  is 
to  be  considered. 

BABSON'S    INVESTMENT   ADVISORY 
SERVICE    IS    DIFFERENT 

•  Babson's  analyzes  your  portfolio  and 
gives  you  an  investment  plan  tailored 
especially  for  you.  Your  registered  securi- 
ties will  be  under  the  constant  surveil- 
lance of  Babson's  Research  Department 
and  you  will  be  immediately  notified  when 
our   opinion   changes   on    any   of   them. 

•  You  will  be  assigned  a  professional  in- 
vestment advisor  with  whom  you  may  con- 
sult at  any  time  by  mail,  wire,  phone,  or 
in  person.  •  As  a  Babson  client  you  will 
also  receive  the  famous  Investment  and 
Barometer  Letter  to  help  keep  you  alert 
to  economic  developments  and  stock- 
market  trends.  This  informative  letter 
throughout  the  year  will  bring  you  re- 
search reports  on  hundreds  of  stocks 
and  bonds  in  vital  industries.  •  The 
Babson  Investment  Advisory  Service  is 
directed  toward  growth  of  your  investment 
portfolio  both  in  terms  of  income  and 
appreciation. 

A  flat  fee  of  $180.00  a  year  covers  the 
complete  service,  regardless  of  the  dollar 
value  of  your  portfolio. 

BABSON'S  IS  DIFFERENT  IN  MANY  WAYS 

—  perhaps  the  greatest  of  these  is  Bab- 
son's 65  years'  experience  in  the  invest- 
ment advisory  field. 

We  would  be  delighted  to  send  you   a 
FREE    BROCHURE    describing    in    detail 
how   Babson's   Investment  Advisory  Ser- 
vice may  be  of  great  benefit  to  you. 
Simply  mail  the  coupon  below. 


Babson's   Reports   Inc., 

Wellesley  Hills,  Mass.  02181,  Dept.   F-264 

Send  free  brochure  on  Babson's 

$180  Investment  Advisory  Service. 


Name. 


Street  4.  No. 


City. 


.State. 


-Zip. 


1904 


mm 


1963 


BABSOIVS  REPORTS  ino. 

WELLESLEY  HILLS,   MASS.  02181 
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TECHNICIAN'S  PERSPECTIVE 

By  John  W.  Schulz 


Catch-Up  For  The  Dow 


During  the  past  year  or  so,  a  great 
many  investors  (and  not  a  few  ana- 
lysts) have  found  it  extremely  disturb- 
ing that  the  Dow-Jones  industrial 
average  failed  in  1967  to  better  its 
February  1966  all-time  high  (995) 
and,  this  year,  to  advance  even  beyond 
the  September  1967  recovery  high 
(943).  This  uninspiring  performance 
by  the  best-known  of  all  stock-market 
indicators  apparently  has  convinced  a 
large  sector  of  the  investment  world 
that  a  bear  market  had  started  in  early 
1966;  that  the  recovery  from  the  Octo- 
ber 1966  lows  was  an  unusually  large 
and  protracted,  and  therefore  unusu- 
ally treacherous,  bear-market  rally;  and 
that,  before  very  long,  the  bear  market 
will  reassert  itself  and  topple  the  indus- 
trial average  to  levels  deep  under  its 
1966  low  (744). 

This  viewpoint  might  have  much 
technical  merit  if,  as  in  years  past, 
the  famous  Dow  could  be  properly 
equated  with  The  Market.  But  the  fact 
is  that  the  stock  market  at  large  has 
been  outgaining  the  Dow  for  most  of 
the  past  two  years,  and  by  a  wide  mar- 
gin. The  NYSE  composite  price  index, 
which  includes  all  1,230-odd  common 
stocks  listed  on  the  Big  Board,  climbed 
above  its  1966  all-time  high  as  early  as 
April  1967  and  since  then  has  repeat- 
edly posted  new  record  peaks,  most  re- 
cently last  July.  An  almost  identical 
performance  was  turned  in  by  the 
Standard  &  Poor's  industrials,  which 
include  slightly  more  than  one-third  of 
all  NYSE  common  stocks.  On  the  evi- 
dence of  these  two  broad-based  price 
indices  it  can  be  said  without  fear  of 
realistic  contradiction  that  the  over-all 
trend  of  common  stock  prices  has  been 
in  a  bull  market  since  October  1966, 
not  in  a  bear  market  since  February 
1966,  as  those  whose  vision  is  fixed 
only  on  the  Dow  have  been  led  to 
think.  Moreover,  there  seem  to  be  no 
indications  at  present  that  this  non- 
Dow  bull  market  is  about  to  terminate 
two  years  after  it  began. 

Hut  there  arc  indications,  as  this 
column  goes  to  press,  that  the  Dow  has 
begun  to  do  some  catching  up  with  the 
broad-based  indices.  This  move  became 
apparent  at  a  time  when  the  Dow  s  lag 
relative  to  the  market  at  large  was 
probably   greater   than   ever.    In   the 

Mr.  Schuli  is  a  partner  in  the  New  York  Stock 
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1962-1966  bull  market,  the  Dow's  per- 
centage gain  was  slightly  greater  than 
that  of  either  the  NYSE  composite  or 
the'  S&P  industrials;  in  the  advance  of 
October  1966-July  1968,  on  the  other 
hand,  the  Dow  managed  to  do  little 
more  than  half  as  well.  More  recently, 
however,  between  early  August  and 
early  September,  the  Dow  outgained 
its  two  competitors  by,  respectively, 
30%  and  20%. 

Room  for  New  Highs 

And  there  should  be  a  great  deal 
of  scope  for  further  such  "relative 
strength"  in  the  Dow.  Precisely  be- 
cause it  has  been  so  severely  laggard, 
the  Dow's  price-earnings  multiple  has 
remained  considerably  below  that  of 
the  S&P  Industrials.  Standard  &  Poor's 
recently  estimated  that  full-year  1968 
earnings  applicable  to  its  industrial 
stock  price  index  will  be  the  equivalent 
of  $6.16  "per  share."  At  110,  therefore, 
this  index  is  priced  at  nearly  18  times 
estimated  earnings.  For  the  Dow,  1968 
earnings  are  being  widely  estimated 
near  $59  and  could  conceivably  be  $60 
or  more  if,  as  seems  increasingly 
probable,  the  economy  remains  firm 
throughout  the  next  three  months. 
Thus,  at  920,  the  Dow  is  valued  at 
(possibly  under)  15/2  times  estimated 
1968  earnings.  A  not  much  less  modest 
multiple  of  I6J2  would  place  the  Dow 
at  about  980,  and  a  multiple  of  17  at 
a  new  all-time  high  above  1000.  (At 
995  in  February  1966,  the  multiple 
was  18  for  earnings  of  $55.05).  With 
S&P  apparently  about  to  raise  its  earn- 
ings projections,  there  should  be  room 
also  for  more  new  bull-market  highs  in 
the  broad-based  indices. 

One  of  the  more  intriguing  aspects 
of  a  possible  shift  to  higher  multiples 
for  the  Dow  is  that  it  may  force  the 
bear-market  school  of  thought  to  aban- 
don its  long-cherished  posture  of 
gloom.  A  decisive  push  through  943— 
the  September  1967  recovery  high- 
would  make  it  virtually  impossible  to 
ignore  the  existence  of  a  bull  market  in 
the  Dow  and  among  DJI-type  blue 
chips  and  so  would  probably  bring 
large  amounts  of  holdout  money  into 
the  stock  market.  Ironically,  a  surren- 
der by  the  bears  could,  in  time,  create 
the  kind  of  overbought  condition  that 
usually  leads  to  a  substantial  interme- 
diate downtrend.  ■ 
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If  you  missed  the  last  dozen  issues  of 
FINANCIAL  WORLD,  you  missed  dozens  of 
promising  investment  ideas  like  these. 


Investing  in  Oceanography 
Conglomerates  —  Pros  &  Cons 
Stocks  (or  a  Turnaround 
Ten  Laggard  Stocks 
Opportunities  in  Convertibles 
CATV  — Clearer  View 
Attractive  Low  Priced  Stocks 
Stocks  with  Low  Labor  Costs 


Steels,  Attractive  Merger  Partners 
Firms  in  Unusual  Fields 
Hospital  Disposables — 

Infant  Growth  Industry 
Stocks  with  Low  P/E  Ratios 
Small  Retailers  —  Big  Profits 
Autos  in  High  Gear 
Time  to  Buy  Bonds? 


You  may  have  missed  some  of  the  profit  opportunities  spot- 
lighted in  the  last  twelve  issues  of  Financial  World,  but  you 
can  be  certain  of  not  missing  the  literally  scores  of  searching 
articles,  features  and  special  reports  and  studies  in  the  next 
12  issues,  just  complete  and  return  the  coupon  below. 

Financial  World,  backed  by  over  66  years  of  experience  in 
every-  kind  of  market,  brings  its  readers  a  steady  flow  of  in- 
vestment news,  information,  developing  trends  and  evalu- 
ation. The  very  facts  and  guidance  you  as  an  investor  should 
have  available  now  and  in  the  months  ahead. 

A  $5  trial  subscription  brings  you  more  for  your  money 
than  "just"  a  magazine.  You  get . . . 

■  TWELVE  WEEKLY  ISSUES— FULL  of  MARKET  NEWS:  Every  week  for 
the  next  twelve  weeks  you  will  receive  a  copy  of  Financial  World. 
You'll  find  this  professional,  prestigious  magazine  filled  with  articles  of 
interest  and  value  .  .  .  spot  trends  of  current  issues  and  securities,  inter- 
views, profiles,  industry  and  company  surveys,  a  wealth  of  investment 
news  and  ideas,  plus  timely  studies  and  reports  on  current  investment 
opportunities.  ,i  special  weekly  column  on  Mutual  Funds,  etc. 

■  THREE     MONTHLY     SUPPLEMENTS,    "INDEPENDENT    APPRAISALS": 

Every  month  for  the  three  months  of  your  special  subscription  you'll 
get  a  detailed,  updated  digest  of  current  stock  information— prices, 
earnings,  dividends,  etc  —and  also  our  independent  ratings  on  as  many 
as  1,900  listed  stocks  We  think  you'll  find  it  profitable  to  be  as  well- 
informed  and  up-to-the-minute  as  we  can  make  you. 

■  PERSONAL  ADVICE  by  MAIL:  As  a  subscriber,  you're  entitled  to  ask 
us  for  buy/hold/sell  advice  on  any  one  listed  security  that  interests  you 
at  the  particular  time.  Write  us  for  specific  advice  at  any  time  during 
your  subscription— as  often  as  once  a  week,  if  you  like. 

■  VALUABLE  BONUS  BOOK:  You  11  also  get-as  a  special  gift-a  copy  of 
our  exclusive  72-page  handbook.  Your  Step-by-Step  Guide  to  Invest- 
ment Success.  The  34  chapters  in  this  book  help  clear  away  the  mystery 
and  the  myths  from  investing— explain  portfolio-planning,  dollar  aver- 
aging, how  to  read  a  balance  sheet,  depreciation,  leverage,  timing,  and 
many  other  aspects  of  knowledgeable  investing  you  should  understand. 

■  MONEY-BACK  GUARANTEE:  That's  right!  Of  course,  we  can't  guar- 
antee you  profits  on  your  investments,  but  we  can  promise  you'll  get 
your  subscription  cost  returned  in  full  at  any  time  during  the  first  30 
da>s,  if  any  part  of  our  service  fails  to  satisfy  you.  We're  convinced 
you'll  find  a  subscription  to  F\V  a  wise  investment,  indeed.  Try  one,  and 
prove  these  six  good  reasons  to  yourself— just  mail  the  coupon  today. 

■  ADDITIONAL  SAVINGS:  We'll  send  you  all  of  the  above  services-and 
include  at  no  additional  cost— the  annual  edition  of  our  352-page 
STOCK  FACTOCRAFH  Manual  (regular  price:  $5.00),  which  gives 
65,000  pertinent  facts  on  more  than  2,250  different  stocks— if  you  wish 
to  accept  a  6  months'  subscription  for  S  13.50,  or  a  full  year's  subscrip- 
tion at  only  $24.  Check  the  appropriate  box  in  the  coupon  below.  The 
money-back  guarantee  covers  all  of  these  offers. 


Vendors  Back  in  Vogue 
Fire/Casualty  Insurers — 

New  Popularity 
Take-Over  Candidates 
High  Yielding  Blue  Chips 
Ex-Cello  —  Acquisition  Minded 
Investing  in  Themselves 
Stocks  for  Defensive  Investment 
Drug  Chains  —  Out  of  Doldrums 
Investing  in  Education 
Tax  Exempts  Offer  New  Appeal 
Life  Firms  in  Fund  Field 
Opportunities  in  Unlisted  Stocks 
Lucrative  Lessors 
Utility  Stocks  a  Buy  Now? 


A  unique  combination  of 
a  financial/investment  magazine 
with  added  investment  aids  developed  over 
66  years  of  successful  service  to  investors. 


□  I  enclose  $5 — returnable  mi  money-back  guarantee.  Send  me  12 
weeks  of  Financial  World  plus  special  reports,  3  monthly  supplements 
of  "Independent  Appraisals"  with  Advice-by-Mail  privileges  and  the 
valuable  BONUS  Book. 

□  I  enclose  $13.50 — returnable  on  money-back  guarantee.  Send  me 
6  months  (26  issues)  of  Financial  World,  and  all  of  the  above  benefits 
and  privileges  plus  the  Stock  Factograph  Manual. 

□  I  enclose  $24 — returnable  on  money-back  guarantee.  Send  me  a 
full  year  (52  issues)  of  Financial  World,  and  all  of  the  benefits  and 
privileges  including  the  Stock  Factograph  Manual. 
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OVERSEAS  COMMENTARY 

By  George  J.  Henry 


The  British  Market 


The  Rank  Organisation  has  frequent- 
ly been  mentioned  in  this  column  in 
view  of  the  exciting  possibilities  for  the 
company  in  connection  with  the  Xerox 
tie-up.  I  last  recommended  this  stock 
in  May  of  this  year,  when  it  was  selling 
at  around  7%;  the  previous  time  was 
January,  when  it  was  selling  at  6%.  But 
it  was  mentioned  several  times  prior  to 
that  at  very  much  lower  levels.  Today 
the  stock  is  selling  at  10/4 ;  it  has 
jumped  well  over  a  point  in  the  last 
few  days  due  to  the  company's  remark- 
able year-end  report.  For  the  seventh 
year  in  a  row  profits  were  at  a  record 
figure:  Net  profits  were  £.8.6  million 
as  against  last  year's  £5.3  million.  Net 
trading  profit  amounted  to  £  58.2  mil- 
lion this  year  vs.  £42.4  million  last 
year,  and  that  was  before  depreciation 
of  £  18.5  million  this  year  compared 
with  £  15.2  million  last  year. 

The  chairman  has  stated  that,  al- 
though this  rate  of  increase  cannot  be 
maintained  annually,  he  is  confident 
that  the  current  year  will  again  show  a 
very  substantial  increase  in  net  profits, 
and  that  Rank-Xerox,  from  which  a 
very  large  proportion  of  the  company's 
profits  is  derived,  will  continue  to 
grow.  He  added:  "What  is  more,  long- 
term  growth  prospects,  in  my  view,  are 
exciting."  The  dividend  was  increased 
from  last  year's  figure  of  21%  to  22%%. 
This  very  modest  increase,  considering 
the  very  sharply  increased  profits,  is 
explained  by  the  fact  that  British  Trea- 
sury regulations  prohibit  increases  in 
dividends  (also  in  wages)  of  more  than 
3%%  a  year.  I  understand  the  board  of 
Rank  Organisation  made  a  special  ap- 
peal to  the  Treasury,  asking  them  to 
allow  a  higher  rate  of  dividend,  but 
this  appeal  was  refused. 

Interesting  Possibility 

It  is  true  that  prospects  for  the  com- 
pany remain  extremely  good,  and,  in- 
deed, in  the  long  term  they  are  still 
exciting.  However,  at  the  current  level 
of  10/5,  as  compared  witli  the  current 
level  of  Xerox  of  about  280,  (lie  dis- 
parity between  the  price  of  Xerox  and 
that  of  Rank  Organisation  is  no  longer 
as  glaring  as  it  has  been  in  pas!  years. 
To  offset  this  factor  somewhat,  profits 
over  the  last  12  months  from  activities 
other  than  the  Xerox  business  showed 
an  increase.  Consequently,  I  feel  that 
while  the  stock  still  offers  interesting 
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long-term  possibilities,  it  may  be  fairly 
fully  priced  for  the  short  run. 

In  the  Sept.  1  issue,  I  tried  to  answer 
a  great  many  questions  from  corres- 
pondents by  reviewing  the  current 
situation  of  Santos  Ltd.  and  its  sister 
company,  Delhi  Australia.  I  mentioned 
that  Delhi  Australia  is  in  need  of  fin- 
ancing in  order  to  build  the  carbon- 
purifying  plant  and  various  other 
installations  needed  to  begin  gas  pro- 
duction, and  that  an  announcement 
on  how  this  financing  would  be  made 
was  overdue.  The  company  did  in  fact 
announce  before  the  first  of  September 
that  an  Australian  company,  Vam,  had 
agreed  to  pay  $7.2  million,  and  in  re- 
turn would  receive  a  20%  interest  in 
Delhi  Australia's  oil  and  gas  develop- 
ments in  Australia.  At  first  glance  this 
deal  does  not  appear  to  be  too  favor- 
able to  Delhi,  since  the  $36  million  that 
it  seems  to  place  on  Delhi's  share  in  the 
oil  and  gas  interest  appears  to  be  a 
figure  that  probably  can  be  justified  by 
its  actual  proven  gas  reserves.  Thus  it 
does  not  seem  to  take  into  consider- 
ation the  large  oil  potential  in  the 
unexplored  areas  of  the  company's  con- 
cessions. However,  it  does  enable  Delhi 
Australia  to  raise  a  sufficient  amount 
of  cash  to  tide  the  company  over  until 
profits  start  to  accrue  by  the  end  of 
next  year,  as  well  as  indicating  a  mini- 
mum value  of  about  9/4  per  share  on 
Delhi  Australia. 

Delhi  made  an  agreement  with  Vam 
earlier  this  year  to  explore  the  mineral 
concessions  the  company  holds  in 
Western  Australia.  Under  the  mineral 
agreement,  Vam  is  to  receive  a  49%  in- 
terest and  is  to  put  up  the  money  for 
mineral  exploration.  Only  preliminary 
work  has  been  done  so  far,  but  it  is 
highly  encouraging.  Vam  will  have  to 
spend  a  great  deal  of  money  over  the 
next  6  to  12  months  in  order  to  prove 
the  existence  of  commercial  reserves 
there.  Meanwhile,  Delhi  Australia 
doesn't  have  to  spend  a  penny  for 
preliminary  exploration  while  retaining 
a  51%  interest.  The  company's  re- 
sources will  be  tied  up  for  the  rest  of 
this  year  in  drilling  development  wells, 
on  the  Moomba-Gidgealpa  area,  in  or- 
der to  allow  the  company  to  go  into 
gas  production.  From  about  the  first 
of  January  on  an  intensive  program  of 
wildcatting  for  oil  is  envisaged.  Con- 
sequently,   the    stock,    at    the    current 


price  of  about  9M  remains  extremely 
interesting. 

I  have  frequently  referred  to  the 
mergers  which  are  taking  place  in  Eng- 
land, and  to  the  fact  that  the  British 
government,  Socialist  though  it  may 
be,  is  encouraging  certain  mergers  that 
will  bring  into  being  some  very  strong 
industrial  corporations.  These  mergers 
should  enable  the  large  combines  more 
effectively  to  compete  in  world  mark- 
ets. The  latest  announcement  concerns 
the  General  Electric  Co.  Ltd.  (no  con- 
nection with  General  Electric  in  the 
U.S.)  and  the  English  Electric  Co., 
which  are  to  merge.  (Amalgamated 
Electrical  Industries  was  merged  into 
General  Electric  some  months  ago.) 
The  combined  company  will  have  an 
annual  sales  of  about  $2.3  billion  a 
year,  and  will  rank  among  the  top  four 
industrial  companies  in  Britain. 

Overseas  Benefits 

The  merger  came  as  somewhat  of  a 
surprise:  A  bid  had  been  made  by 
Plessey  for  English  Electric,  a  bid 
which  was  refused  by  the  directors  of 
English  Electric.  The  exact  terms  of 
the  merger  have  not  yet  been  worked 
out,  but  it  is  assumed  that  it  will  set  up 
a  holding  company.  Apparently  discus- 
sions have  been  taking  place  between 
General  Electric  and  English  Electric 
since  G.E.C.  bought  Associated  Elec- 
trical Industries  last  September.  The 
merger  is  expected  to  achieve  rationali- 
zation in  the  electrical  engineering  in- 
dustry, and  it  is  expected  that  the 
relationship  between  the  two  compa- 
nies, particularly  in  overseas  markets, 
is  such  that  the  merger  will  have  very 
beneficial  results. 

During  August  the  English  market 
had  a  few  instances  when,  for  several 
days  running,  it  lost  ground  in  quite  a 
substantial  manner.  A  prominent  Lon- 
don financial  expert  was  asked  if  he 
knew  of  any  special  reason  for  this 
market  weakness,  and  the  reply  he 
gave,  without  hesitation,  was:  "The 
market  has  been  going  down  because 
of  the  substantially  improved  eco- 
nomic outlook."  It  is  indeed  ironic  that 
such  a  statement  should  be  true.  A 
certain  degree  of  stability  is  needed, 
stability  which  would  warrant  a  cer- 
tain degree  of  faith  in  the  purchasing 
power  of  money  for  people  to  be  sat- 
isfied with  holding  cash.  In  the  ab- 
sence of  this  feeling  of  confidence  in 
purchasing  power,  a  place  will  be 
found  for  money  in  almost  any  liquid 
form,  and  real  assets,  such  as  stocks, 
real  estate,  etc.,  will  be  preferable  to 
the  holding  of  cash.  This  has  its  reflec- 
tion in  every  industrial  country,  includ- 
ing the  U.S.  The  wish  to  protect  pur- 
chasing power  and  to  hedge  against 
inflation  is  so  great  as  to  force  a  flight 
from  money.  ■ 
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Twice  Monthly    •     $3500  Per  Year      Registered  under  the  S.E.C.  Investment  Advisors  Act.  •  Fourth  Year 

. . .  AND  A  TALE  OF 
THREE  DWARFS* 


RECOMMENDED  pricem%GAIN 

COMPANY  Date  PRICE(l)  9-9-68  -LOSS 

NEW  YORK  STOCK  EXCHANGE 

Bangor  Punta  Corporation 8-9-65  16'/t  41  V*  148% 

Capital  Cities  Broadcasting 3-5-65  18'/i  71'-.  296 

(2)Coronet  Industries 10-31-66  20  (2)     50W  151 

Eckerd  Drugs  of  Flordia 9-10-66  7W  41V4  472 

Gultand  Western 3-5-65  11  42'/i  285 

Handleman  Company 4-6-66  7V4  27H  272 

Hayes-Albion  Corp 3-5-65  10!*  26  157 

Memorex 8-24-66  175/4  75'/.  330 

Monogram  Industries 9-10-66  IV*  51ft  605 

New  York  Honduras  Rosario 7-9-65  24H  51  106 

Royal  Crown  Cola   7-1-65  21V4  40M  87 

(3)Sundstrand  Corporation 8-19-67  4->H  (3)  75V5  65 

(4)Teledyne 3-1-67  50W  (4)  97*  93 

Texas  Oil  and  Gas  6-10-65  23W  63H  174 

Tootsie  Roll  Industries 7-13-65  13H  25V4  85 

Unishops 1-22-65  UVi  42M  272 

Valve  Corp.  ol  America     1-22-65  9!4  28W  200 

Villager  9-26-66  23V4  40!4  74 

White  Consolidated  I nd  2-22-66  13  27  107 

White  Cross  Stores  11-9-65  ll1/,  39H  249 

AMERICAN  STOCK  EXCHANGE 

(5)Aero  Chatillon  1-25-68  24  34'/,  43 

Alpha  Industries  2-8-67  5!4  13  136 

American  Technical  Ind.  4-7-67  7  23  228 

Ames  Department  Stores 11-4-66  4V4  21H  383 

Automatic  Data  Processing 9-10-66  16  56  250 

Coffee  Mat  6-10-65  14'/i  33V4  123 

Condec  Corporation                      .  3-5-65  6  31M  429 

Data  Processing  Fin.  4  Gen 9-26-66  18*i  92  390 

Deseret  Pharmaceutical  1-3-67  19V,  54  173 

Diversified  Metals  1-5-67  21H  345/,  59 

Duval  Corporation  2-26-66  95H      380  297 

Elcor  Chemical     1-20-67  13ft  41V4  197 

Fairfield  Noble 6-11-66  7V4  ISVi  265 

Fleetwood  Enterprises  11-22-67  7y,  35Vi  360 

House  of  Fabrics        3-16-68  145/i  26s/«  82 

Hunt  Chemical  10-31-66  16  41'/.  158 

Hydrometals            3-14-67  lift  W,  41 

Interphoto  Corporation                 .3-20-67  20Vi  51!4  149 

(6)Jackson  Minit  Markets 1-22-65  7ft  23ft  228 

La  Maur     7-11-68  28ft  30ft  8 

(7)Marlene  Industries        3-8-68  36ft  69  87 

(8)Masco  Corporation 1-22-65  14  59ft  328 

Maul  Brothers,  Inc 11-10-66  15ft  33ft  119 

Multi-Amp  Corporation 7-11-67  8ft  32ft  284 

Penn  Engineering  4  Mfg 12-9-66  8ft  17ft  111 

(9)Sav-AStop  3-29-68  32ft  36ft  11 

Solitron  Devices     1-22-65  3ft  36  828 

Superscope 12-2-66  7ft  25  251 

Tyco  Laboratories 12-24-66  lift  46ft  W I    302 

U.S.  Radium    2-2-66  11  18ft  69 

Volume  Merchandise            7-13-65  5ft  27ft  436 

Whiting  Corporation 4-12-68  29ft  38ft  32 

Wyandotte  Industries                    .  1-25-68  19ft  16ft  —  14 

OVER  THE  COUNTER  (Bid  Prices  Only) 

Air  Industries 11-22-67  17ft  17ft  —     1 

Barnes  Corporation 7-11-68  14ft  19  33 

Barnes-Hind  Pharmaceuticals 10-31-66  21  36ft  74 

Barry.  R.  G.  5-29-68  14ft  20  40 

Bel  Fuse 10-12-67  4ft  12ft  163 

Brandon  Applied  Systems 4-12-68  5ft  16  197 

Brenco 1-22-65  8ft  24  178 

Buckbee-Mears  Company 10-1-66  24  39ft  64 

Calandra  Photo                 3-1-68  21  30ft  46 

Carolina  Pipeline 3-5-65  6ft  16ft  145 

•    Circle  K  Corporation 8-19-66  12  24ft  104 

Cole  Drug 11-9-66  4ft  14ft  247 

Dougherty  Brothers     2-13-68  6  8ft  42 

Electromagnetic  Industries 1-9-67  4ft  12ft  175 

Fox  Stanley  Photo  Products 10-26-66  9ft  50ft  418 

Gay  Gibson 3-22-68  14  15ft  11 

Glassco  Instrument 3-22-68  6  7ft  25 

Heck's.  Inc 8-4-67  lift  20ft  78 

Kentucky  Fried  Chicken 10-5-66  7  73ft  950 

Kenwin  Shops 5-10-67  3ft  lift  200 

Kusan,  Inc 10-27-66  10ft  24  125 

Longs  Drug  Stores 10-21-66  14ft  54  251 

Lum's,  Inc 11-4-66  4ft  50  1042 

MacDermid 12-21-66  16ft  35ft  112 

Marion  Laboratories 8-22-66  97s  54  446 

National  Chemsearch 12-8-66  15ft  50ft  224 

(lO)National  Systems 3-22-68  21ft  43ft  103 

Ozite  Corporation 1-18-67  19ft  55  187 

Pacific  Plantronics 6-9-67  29  27ft  —    4 

Photon 2-24-67  9ft  31ft  231 

Pickwick  International  7-2-65  5  25ft  410 

Ragen  Precision  Industries 10-20-66  1ft  22ft.  1097 

Raymond  Corporation 8-8-66  13ft  37ft  168 

Sav-On,  Inc 2-13-68  3ft  7%  125 

Thrift  Drug  Co.  (Penna) 12-24-66  16ft  47  187 

Trinity  Industries 12-8-65  15  31ft  110 

United  Dollar  Stores 5-29-68  23ft  31  33 

United  Inns 3-20-67  7  28ft  307 

Universal  Telephone 6-23-67  10ft  24ft  139 

University  Computing 11-28-66  5ft      150  2451 

(lO)Willcox  and  Gibbs 4-29-67  7ft  12ft  73 


IF  YOU  are  seriously  in- 
terested in  building  your  capi- 
tal, GROWTH  STOCK  OUT- 
LOOK may  be  a  useful  invest- 
ment tool.  Our  service  is  de- 
signed for  brokers  and  insti- 
tutions— also  those  sophisti- 
cated private  investors  who 
recognize  the  risks  and  pos- 
sible rewards  of  investing  in 
vigorously  growing  companies 
with  expanding  earnings. 

Our  concise,  fast-reading  re- 
ports pinpoint  certain  exciting 
but  little-known  issues  on  the 
New  York  Stock  Exchange, 
the  American  Stock  Exchange, 
and  Over-the-Counter  listings. 
We  look  for  young  companies 
in  the  incubation  stage  rather 
than  trying  to  catch  high  fly- 
ers on  the  wing. 

30  Reports  a  year 

We  mail  GROWTH  STOCK 
OUTLOOK  twice  a  month. 
We  also  airmail  a  new  listing 
whenever  a  company  meets 
our  qualifications.  Subscribers 
receive  at  least  30  reports  a 
year.  We  keep  tabs  on  each 

FOOTNOTES  TO  LIST  OF  STOCKS 

1  Adjusted  for  all  stock  dividends 
and/or  stock  splits.  Bid  prices 
only  for  OTC  stocks. 

2  Recommended  asShelbyWilliams 
Ind.  (merger),  equivalent  price 
10-31-66. 

3  Recommended  as  Rudy  Mfg. 
(merger),  equivalent  price  8-19- 

*  Recommended  as  Rodney  Met- 
als (merger),  equivalent  price 
3-1-67. 

5  To  merge  with  Macrodyne. 

6  To  merge  with  Atlantic  Company. 

7  3  for  1  split.  Proposed. 

8  50%  stock,  record  9-16-68 

9  3  for  2  split,  record  9-18-68 

10  To  list  on  ASE. 


of  our  issues  and  delist  those 
that  fail  to  maintain  our 
standards.  We  never  leave  our 
subscribers  in  the  dark. 

GROWTH  STOCK  OUT- 
LOOK was  officially  launched 
January  22,  1965,  when  the. 
DJIA  was  near  its  all  time 
high.  That's  a  pretty  honest 
time  to  start  an  investment 
advisory  service.  We  comply 
with  SEC  regulations  requir- 
ing that  we  list  all  new 
growth  stock  recommendations 
for  at  least  the  previous  12 
months. 

Only  $35  a  year 

Our  service  presently  covers 
94  companies.  They  are  listed 
for  information  only.  We  make 
no  guarantees,  no  veiled 
promises  of  instant  perform- 
ance. IT  SHOULD  NOT  BE 
ASSUMED  THAT  FUTURE 
RECOMMENDATIONS  WILL 
BE  PROFITABLE  OR  WILL 
EQUAL  THE  PERFORM- 
ANCE OF  PRESENT  OR 
PAST   LISTINGS. 

Subscription  is  only  $35 
per  year  (tax  deductible),  or 
$15  for  three  months.  Just  fill 
in  the  coupon  below,  mail  it, 
and  your  service  will  begin 
immediately.  As  a  bonus  for 
full  year  subscribers,  we  in- 
clude several  back  reports. 

*  Oh,   about  those 
dwarfs . . . 

A  look  at  our  current  list 
proves  we're  not  perfect.  Three 
of  our  stocks  are  now  growing 
backwards. 


GROWTH  STOCK  OUTLOOK  I 

P.O.  BOX  9911 

CHEVY  CHASE,  MARYLAND  20015 

□  One  Year  $35  □  Three  Months  $15  □  Foreign  $65  U.S. 

Remittance  Must  Accompany  All  Subscription  Requests 

NAME    


ADDRESS 
CITY 


STATE 


ZIP 


This  subscription  may  not  be  assigned  without  subscriber's 
consent 


T.ROWE  PRICE 
GROWTH  STOCK 
S^  FUND,  INC. 

I.  1950 

A  NO-LOAD  FUND 

Investing  in  stocks 

carefully  selected  for  iong  term 

growth  possibilities 

Individuals  &  institutions 
are  invited  to  request  free  prospectus 

NO  SALES  CHARGE 

Self-Employed 

Retirement  Plan 

(Keogh  Act) 

Available 


T.  Rowe  Price  Growth  Stock  Fund,  Inc. 

One  Charles  Center.  Dept.  B 

Baltimore,  Md.  21201  Phone  (301)  539-1992 


.Zip. 


CONVERTIBLES 

278  convertible  bonds  and 

177  convertible  preferred  stocks 

now  currently  traded  can  be  ignored  by 
an  investor  only  to  his  own  detriment.  In 
many  cases  an  intelligently  selected  con- 
vertible can  sharply  limit  risk  on  the  down- 
side, while  providing  just  as  much  appre- 
ciation as  the  common  on  the  upside. 

Let  our  R.  H.  M.  Convertible  Survey — 
one  of  the  largest  convertible  services  in 
the  country,  and  subscribed  to  by  bankers, 
brokers  and  institutions  throughout  the 
investment  world — tell  you  the  whole 
story  of  the  convertible  bond  and  con- 
vertible preferred  stock  and  outline  a 
method  by  which  you  can  profit  from 
the   455   convertibles   currently   traded. 

A  valuable  descriptive  folder  is  avail- 
able to  you  free  on  request  and  will  be 
sent  without  any  obligation.  Just  mail  this 
ad  with  your  name  and  address  to  "Con- 
vertibles" Dept.  F-31.  R.H.M.  Associates, 
220  Fifth  Ave.,  New  York,  NY.  10001. 
Send  today ! 
Mi  ii  uu:  r  in  in  ini 'i  im  i  i  ii  h  i  :  i:  ,ui  Jii. 


AGGRESSIVE 
INVESTMENT  ACCOUNTS 

managed  personally  by  our  Partner 

John  W.  Schulz 

minimum  $50,000  buying  power 

Wolfe  &  Co. 

Members  New  York  Stock  Exchange 
120  Broadway,  N.  Y.  10005 
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THE  MARKET  OUTLOOK 

By  Sidney  B.  Lurie 


The  Debits  And  Credits 


In  past  issues  I  have  taken  the  posi- 
tion that  the  weight  of  evidence  was 
more  indicative  of  a  plateau  in  the  fall 
business  trend  than  a  cyclical  reversal. 
It's  not  that  I  deprecate  the  importance 
of  the  depressants  on  our  coming  rate 
of  growth;  each  of  the  potential  nega- 
tives in  the  outlook  is  very  real.  But 
it  nevertheless  has  seemed  to  me— and 
still  does— that  there  are  underlying 
constructive  considerations  that  could 
more  than  offset  the  obvious  debits. 

Matter  of  fact,  I  suspect  that  the 
standard  forecast  of  a  flat  economy  with 
a  downward  bias  in  the  second  half 
has  become  a  little  too  pat  for  comfort. 
In  other  words,  the  encore  to  the  boom- 
ing first  half  may  rest  with  some  un- 
suspected credits.  One,  for  example,  is 
the  lessening  of  the  threat  of  a  destruc- 
tive inflationary  spiral  now  that  wage 
and  price  pressures  are  easing.  Another 
is  the  apparent  end  of  the  threats  to 
the  world  monetary  order  and  the  dol- 
lar, both  factors  that  harassed  the  stock 
market  during  the  1966-67  pause  for 
refreshment. 

In  turn,  this  points  up  the  long-term 
constructive  forces  that  have  been  set 
in  motion  by  the  prospect  that  we  have 
passed  an  historic  peak  in  the  interest 
rate  cycle.  One  such  rests  in  the 
residential  building  industry,  where  in- 
sistent demand  led  to  a  turnabout  be- 
fore the  decline  in  long-term  money 
rates  started.  With  mortgage  rate  ceil- 
ings being  lifted  and  savings  &  loan 
association  lending  ability  broadened, 
I  expect  the  upturn  in  housing  starts 
to  gain  momentum  as  mortgage  availa- 
bility improves  this  winter.  Another 
force  rests  in  the  stimulus  that  an  easier 
money  cycle  could  have  on  consumer 
spending,  which  was  undoubtedly 
restrained  by  the  high  cost  and  re- 
stricted availability  of  money  in  past 
months.  This,  together  with  the  his- 
torical fact  that  higher  taxes  will  come 
out  of  the  rate  of  savings  rather  than 
spending,  suggests  that  the  American 
public  will  be  a  propelling  force  in  the 
economy  in  coming  months. 

Speaking  of  the  building  industry,  I 
see  a  persuasive  case  for  interest  in 
Emhart  Corp.,  a  company  whose  cor- 
porate name  obscures  the  fact  that  it 
is  the  world's  largest  manufacturer  of 
three  booming  businesses:    hardware, 

Mr.  Lurie  is  a  partner  in  the  New  York  Stock 
Exchange    firm    of    Joscphth.il    &    Co. 


glass-bottle-making  machinery  and 
sporting  firearms.  Not  only  has  the 
hardware  division  made  continuous 
progress  despite  the  low  level  of  past 
residential  building  activity,  but  a  new 
plant  to  be  occupied  this  winter  will 
increase  sales  capabilities  and  operat- 
ing efficiency.  As  a  result  of  the  ac- 
celerating growth  of  the  nonreturnable 
bottle,  order  backlogs  of  the  glass 
machinery  division  probably  carry  into 
mid-1969.  Although  all  of  the  com- 
pany's businesses  aren't  prospering 
(some  20%  of  volume  comes  from  the 
manufacture  of  footwear  eyelets  and 
a  fertilizer  division),  I  believe  1968 
sales  will  reach  a  record  $225  million. 
Despite  the  surtax  and  a  nonrecurring 
charge  of  some   25  cents  per  share, 

1968  earnings  could  be  around  $3  per 
share  as  against  $2.71  in  1967. 

Bright  Outlook 

This  points  up  the  fact  that  the 
original  basis  for  the  1961  merger  be- 
tween Martin  and  American-Marietta 
—that  cement  and  other  industrial  prod- 
ucts could  even  out  the  irregularities 
of  the  aerospace  business— will  be 
borne  out  in  1968.  Specifically,  I  be- 
lieve that  about  45%  of  this  year's  earn- 
ings (or  about  90  cents  a  share)  will 
come  from  the  company's  cement  and 
rock  products  business.  (The  propor- 
tion was  higher  last  year  due  to  a  sharp 
decline  in  aerospace  earnings  that  has 
been  reversed  this  year  despite  "flat" 
sales.)  Looking  ahead,  it  seems  to  me 
that  this  factor  of  diversification  is  a 
distinct  element  of  strength  in  that  the 

1969  outlook  is  good  for  the  existing 
divisions.  Thus,  I  believe  total  1969 
earnings  could  exceed  the  $2  per  share 
profit  in  prospect  for  this  year. 

I  think  Martin  Marietta  is  an  at- 
tractive speculation,  and  not  just  be- 
cause it  is  a  statistically  cheap  way  to 
participate  in  a  new  performance 
group:  the  building  industry.  Inciden- 
tally, the  company's  announcement 
that  it  is  negotiating  purchase  of  the 
controlling  interest  in  Harvey  Alumi- 
num is  occurring  at  a  time  when  the 
aluminum  group  is  selling  "ex"  the 
romance  that  years  ago  resulted  in 
high  price/earnings  multiples.  Yet  if 
the  building  industry  outlook  is  as 
bright  as  I  believe  it  to  be,  the  alumi- 
num industry's  long-term  growth 
should  accelerate.  ■ 
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Higher  Earnings 

ON  YJ&UR  SAVINGS 

You  earn 

5.13% 

at  our  cur- 
rent rate  of 

5.00% 

if  account 
held  1  year. 

.25% 

bonus 

available 

Assets  over  $700,000,000 
SAFETY— More  than  $250,000,000  in 
accounts  over  $10,000  each. 
AVAILABILITY- High  14%  liquidity 
ratio  assures  prompt  avail- 
ability of  your  funds. 
SAVE   BY  AIR  MAIL-We 
process  promptly  and  pay 
air  mail  postage  both  ways. 

"Funds  received  by  the  10th  of  any 
month  earn  from  1st;  thereafter  from 
date  of  receipt.  Earnings  compounded 
daily  and  paid  to  date  of  withdrawal. 


COAST  FEDERAL  SAVINGS 


To:  George  Ross  7-120A-8 

Coast  Federal  Savings  l  Loan  Asm.  FB 

9th  It  Hill,  Los  Angeles,  California  90014 

□  Please  open  a  savings  account.  Enclosed  is 
my  check  in  the  amount  of  $ 

D  Individual  Account  □  Joint  Account 

□  Here's  my  passbook.  Transfer  my  account. 

D  Please  send  full  information  on  bonus  accts. 


Name(s)- 


Address. 


Zip 


PUT^A 


Ljour  mail 


J^t  Investments  Geared  to  America's  Future 

*%  JOHNSTON 

MUTUAL  FU\D 

for  investors  seeking  possible  growth 
of  capital  and  income 

A  NO-LOAD  FUND 

No  Redemption  Charge 
Systematic  Investment  Plan 

NO  SALES  CHARGE 

Self-Employed  Retirement  Plan 
Available   (Keogh  Act) 

Mail  Today  For  Free  Prospectus 


The  Johnston  Mutual  Fund  Inc. 
J  230  Park  Ave.,  N.Y.C.  10017    Dept.  C 
■  Phone:(212)679-2700 


NAME 


ADDRESS. 


THE  FUNDS 


The  Shape  of  Things  to  Come 

Anyone  who  thinks  there  already  is  a 
mutual  fund  for  just  about  every  kind 
of  investment  the  human  mind  can 
conceive  should  take  a  trip  to  Wash- 
ington and  spend  a  few  hours  in  the 
new  Securities  &  Exchange  Commis- 
sion building  examining  the  prospec- 
tuses of  the  funds  in  registration.  There 
are  95  of  them,  probably  a  record  num- 
ber, although  the  SEC  can't  say  for 
sure.  Despite  the  fact  that  there  are 
now  about  900  active  funds  on  the 
market  competing  for  the  investor's 
dollar  a  great  many  of  the  companies 
seeking  SEC  approval  have  managed 
to  come  up  with  something  new. 
Whether  the  schemes  which  may 
change  by  the  time  they  are  publicly 
distributed  are  also  sound  is,  of  course, 
another  matter. 

Capital  growth  still  is  the  all-perva- 
sive theme,  but  ideas  for  achieving  it 
have  undergone  a  change.  Most  of  the 
new  funds  hope  to  reap  capital  gains 
in  little-known  issues  or,  at  least,  in  is- 
sues which  still  do  not  have  broad  in- 
vestor interest.  Fairly  common  now  are 
techniques  like  short-selling,  leverage 
through  bank  borrowing,  purchase  of 
puts  and  calls  and  high  portfolio  turn- 
over. The  smaller  funds  often  are  those 
with  the  most  aggressive  plans. 

One  such  fund,  Inverness  Invest- 
ment Co.,  seeks  a  $10-million  offering 
and  promises  to  organize  or  to  acquire 
controlling  interest  in  new  and  small 
enterprises  which  through  growth  may 
someday  issue  their  securities  publicly. 
As  afnbitious  as  this  goal  is,  Inverness 
management  also  intends  to  acquire, 
develop  and  sell  real  estate;  lend  mon- 
ey to  hasten  the  growth  of  companies 
controlled  by  Inverness;  and  speculate 
in  commodities  or  commodity  contracts 
when  opportunities  arise. 

A  Different  Concept 

Mutual  funds  have  for  years  been 
promoted  as  a  way  to  reduce  risk 
through  diversification,  but  in  reality 
they  seem  to  be  moving  toward  a  dif- 
ferent definition  of  their  function.  Al- 
though it  still  is  too  early  to  tell,  it 
may  be  that  funds  operating  as  pools 
of  venture  capital  may  be  common 
some  day. 

Fund  of  Letters,  Inc.  takes  the  prize 
for  the  highest  number  of  cautious  ex- 
planations of  the  risks  of  owning  its 
shares.  Fund  of  Letters  plans  to  in- 
vest almost  exclusively  in  restricted  se- 
curities which  cannot  be  sold  until  they 
have  gone  through  the  lengthy  and 
costly  process  of  registration  under  the 
Securities  Act  of  1933.  The  discount  at 


WHICH  FUNDS 

WERE  TOP 
PERFORMERS? 

...for  every  5  year  period 
in  the  past  20  years 

FundScope,  the  national  monthly  mutual  fund  maga- 
zine in  its  October  issue  takes  a  cold  hard  look  at 
performance  results  for  all  16  successive  5-year 
periods  in  the  past  20  years  and  comes  up  with 
some  interesting  facts.  For  example: 

INTERESTED  IN  GROWTH?  ? 
For  all  funds  in  existence  the  full  sixteen  5-year 
periods,  the  average  liquidating  value  of  a  $10,000 
investment  with  all  distributions  reinvested  was 
$16,470... with  the  top  fund  at  $20,676.  During 
the  best  5-year  period  the  average  liquidating  value 
was  $21,327,  with  individual  funds  ranging  from 
a  high  of  $32,167  down  to  $10,208. ..  while  in 
the  worst  5-year  period  average  liquidating  val'ue 
was  $12,480,  with  individual  funds  ranging  from  a 
$21,097  high  to  a  $7,134  low. 

FUNDSCOPE  SHOWS  THE  RESULTS  FOR  ALL  THESE 
FUNDS ...  AT  A  GLANCE  YOU  SEE  THE  TOP  10% 
FOR  EACH  PERIOD,  BOTH  ALPHABETICALLY  AND  BY 
PERIODS.  See  for  yourself  how  your  fund  compared 
with  others.  You'll  learn  which  funds  were  con- 
sistent top  performers  as  well  as  those  that  shined 
only  in  certain  market  periods.  FundScope  lists  the 
funds  that  performed  below  average  and  above 
average,  as  well  as  those  that  show  improving 
trends. 

If  you  want  successful  performance  from  mutual 
funds,  let  FundScope  provide  you  with  the  facts. 
NO  OTHER  PUBLICATION  IS  LIKE  FUNDSCOPE.  IT 
PROVIDES  INFORMATION  NOT  AVAILABLE  ANYWHERE 
ELSE-AT  ANY  PRICE  ...  FUNDSCOPE  REGULARLY 
COVERS  OVER  300  MUTUAL  FUNDS.  THIS  IS  BY  FAR 
THE  MOST  COMPREHENSIVE  REGULAR  COVERAGE  IN 
THE  INDUSTRY.  Before  you  make  any  important 
decisions  regarding  mutual  funds,  see  for  yourself 
why  each  month  over  20,000  investors,  brokers  and 
money  managers  from  every  state  and  48  foreign 
nations  read  FundScope,  the  new  mutual  fund  bible 
to  help  point  the  way  toward  more  intelligent  invest- 
ing. Whether  you  want  to  see  exactly  how  your 
fund  really  performed  as  compared  with  others,  or 
you  need  facts  before  buying  a  new  fund,  or  which 
funds  to  use  in  the  Keogh  Investment  Plan,  you'll 
find  exclusive  unbiased  material  in  FundScope. 

SPECIAL  OFFER  (new  trial  subscribers  only):  Send 
just  $12  and  receive  a  3-month  subscription  to 
FundScope  beginning  with  the  dynamic  October 
issue.  In  addition,  you'll  receive  the  November  issue 
which  features  the  latest  9  and  12  month  perform- 
ance results  and  the  exclusive  December  issue 
which  rates  mutual  funds  by  investment  objective. 
PLUS  3  BIG  BONUSES 

1.  The  annual  "1968  MUTUAL  FUND  GUIDE"  with 
260  pages  of  vital  data  on  more  than  300  funds, 
including  their  addresses. 

2.  "ARE  NO-LOAD  FUNDS  A  BARGAIN?"  FundScope's 
best  selling  reprint,  updated  for  1968.  Lets  you 
see  for  yourself  how  No-Load  funds  compare  in 
performance  with  Load  funds. 

3.  COMBINING  MUTUAL  FUNDS  &  LIFE  INSURANCE 
FOR  FINANCIAL  SECURITY.  A  special  reprint  that 
tells  what  is  behind  these  combination  packages. 

Remember,  FundScope  is  the  only  publication  of  its 
kind,  and  spotlights  unusual  news  and  features 
items  out  of  the  ordinary  which  may  mean  dollars 
in  your  pocket.  We  do  not  sell  mutual  funds  or  have 
any  connection  whatsoever  with  any  fund  or  related 
company.  No  salesman  will  call. 
ACT  NOW:  Mail  your  $12  today,  or  if  you  prefer  the 
above  offer  with  a  full  14-month  subscription,  send 
$39.00  (10-day  returnable  guarantee).  Include  ZIP. 

FundScope,  Dept.  F-87,  Gateway  East 
Century  City,  Los  Angeles,  Calif.  90067 


Is  This  The  Time  To  Speculate  In 

LOW-PRICED  WARRANTS? 


RECEIVE  AS  A  BONUS! 

2  WARRANTS  TO  BUY  NOW! 

PLUS!  !  Complete,  BUY-SELL  ADVICE, 
on  80  WARRANTS  —  as  an  EXTRA  BONUS! 


ILLUSTRATED    NEW    BOOKLET    EXPLAINS    HOW    $100    IN    SOME    WARRANTS    IN    A 
RISING   MARKET   CAN   DO  THE    WORK   OF  $1,000  OR    EVEN  $20001 

SPECIAL  BONUS  OFFER 

At  no  extra  cost, 

you  will  receive  this  new 

study   "USING  WARRANTS  FOR 

LEVERAGE"   with   a  six   month 

subscription  to  the  new 

FITCH    WARRANT    PANORAMA, 

a  monthly  advisory  service 

devoted  exclusively  to   common 

stock  warrants  and  one  of  the 

few  authoritative   warrant 

Investment   surveys   available. 


FITCH 


Warrant  Panorama 


Penthouse   Suite 


INVESTORS     120  Wall  St.,  New  York,  N.Y.  10005 

I  enclose  my  check   (plus  applicable  tax)  for: 
n  i  month  GUEST  TRIAL  only  $10.  Send  bonus  of  2  WARRANTS  TO  BUY  NOW. 
G  6    Month    SUBSCRIPTION,    only    $24.    Please    send    BONUS    above    plus    new    study 

book,    "USING    WARRANTS    FOR    LEVERAGE"    wilhout   extra    charge. 
O  Full   year   SUBSCRIPTION    112  issues)    plus  BONUS   BOOK,   for  only  $38. 

NAME 

ADDRESS       

CITY    STATE     ZIP   

(This  subscription   will  not  be  assigned   without  yeur  consent.) 
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now,  our  lower  minimums 

permit  you  to  set-up  a  voluntary 

(not  contractual) 

PERIODIC  DOLLAR  PURCHASE  PLAN 

with  a  minimum  of 

$25 

on  monthly  or  quarterly  basis 
after  initial  investment  of 
$100. 

100%  of  your  money  invested  for 
growth  possibilities  in: 

•  electronics  •  electric  utilities 

•  data  processing"  *  oil  t  gas 

•  communications  •  aerospace 

•  transportation  •  nuclear  energy  &  others 


SELF-EMPLOYED  RETIREMENT  PLANT 
ENERGY  FUND  is  a  qualified 
investment  under  Keogh  Act. 


Ikl ^     sales  charge 
Pl^/     redemption  charge 
•  Single  or  Occasional  Purchases 

To  buy  10  shares  or  more 
phone  collect  (212)  344-5300 


What  Can 

An  Executive  Do 

With  3V2  Hours 

AWeek? 

The  1968  Simmons  Study  has  come  up 
with  an  interesting  statistic  concerning 
the  men  who  read  Forbes  as  compared 
with  the  men  who  read  other  magazines. 

Forbes  men  watch  fewer  hours  of  tele- 
vision each  week  than  do  the  readers  of 
any  of  the  other  56  publications  studied. 
For  instance: 


Average  weekly 

hours  of  TV  viewing 

Forbes 

9.6 

Fortune 

10.6 

Newsweek 

12.1 

U.S.  News 

12.2 

Time 

12.4 

BusinessWeek          13.2 

RALPH  E.  SAMUEL  &  CO.,  Distributor 

Members  N.Y.  Stock  Exchange 
55  Broad  St.,  New  York  10004        Dept.  F    , 
Please  send  me  the  FREE  prospectus 
and  literature  on  ENERGY  FUND. 

NAME 

ADDRESS. 


ZIP I 


Note  that  men  who  read  Business  Week 
spend  3.6  hours  more  each  week  watch- 
ing television.  Why?  Simmons  doesn't 
explain.  However,  he  does  show  that  a 
majority  of  the  men  who  read  Forbes 
do  so  at  home,  while  the  majority  who 
see  Business  Week  do  so  in  the  office 
or  elsewhere. 

That's  one  important  thing  top  executives 
can  do  at  home  with  3V-2  hours  a  week . . . 
read  Forbes  thoroughly.  And  they  do. 

Forbes  readers  don't  just  own  American 
business. 

They  run  it. 

Forbes:  capitalist  tool 


which  the  fund  buys  the  restricted 
stock  will  hopefully  provide  the  profit 
-when  the  stock  is  sold,  but  risk  is  great- 
ly increased  by  the  registration.  First, 
Fund  of  Letters  must  get  an  iron-clad 
agreement  from  the  company  in  which  - 
it  buys  stock  that  the  company  will 
register  its  stock  when  Fund  of  Letters 
is  ready  to  sell.  The  Fund  must  often 
pay  for  the  fees  of  registration  and  un- 
derwriting, and  there  is  always  the 
chance  that  in  the  interim  between  the 
decision  to  sell  and  completion  of 
the  registration  the  price  of  the  com- 
pany's other  stock  will  have  dropped. 
Prices  may  even  have  fallen  in  antici- 
pation of  the  offering  which  must  of 
course  be  publicized.  In  its  prospectus, 
Fund  of  Letters  apprises  the  investor 
of  all  these  risks. 

Running  Faster 

Even  the  large  and  well-established 
management  companies  are  running 
faster.  Assets  of  Wellington  Fund,  Inc., 
one  of  the  oldest  balanced  funds,  slid 
from  $2  to  $1.8  billion  between  1966 
and  1968,  while  the  number  of  share- 
holders also  fell.  Now,  however,  Wel- 
lington Management  has  Morgan 
Growth  Fund  in  registration  which  will 
be  open  only  to  present  shareholders 
of  the  Wellington  Fund.  Morgan  will 
be  a  capital  growth  fund. 

Morgan  Growth  is  also  representa- 
tive of  the  trend  toward  reimbursing 
management  companies  on  the  basis  of 
their  performance.  The  usual  method 
has  been  to  charge  a  fixed  one-half  of 
1%  of  the  fund's  average  assets.  Now 
many  funds  in  registration  attach  a  bo- 
nus to  that  fixed  percentage  to  the  de- 
gree that  the  fund  outperforms  the 
Dow-Jones  industrial  average  or  some 
other  well-known  index.  In  some  cases, 
this  bonus  becomes  a  rebate  to  the 
fund  if  the  index  outperforms  the 
fund. 

Many  management  companies  have 
tried  to  obtain  a  fixed  percentage  of  re- 
alized and  unrealized  capital  gains— 
a  frequent  and  lucrative  practice  for 
those  U.S.  managers  of  off-shore  funds 
—but  they  have  been  discouraged  by 
the  SEC.  Under  an  act  proposed  by  the 
SEC,  such  a  practice  would  be  illegal. 
As  a  consequence,  the  funds  have  been 
adopting  the  bonus  geared  to  an 
index. 

Specialization  in  mutual  funds  is  in- 
creasing. In  addition  to  those  men- 
tioned, there  are  funds  proposed  which 
would  only  invest  in  companies  in  the 
Rochester,  N.Y.  area;  which  would 
permit  only  tax-exempt  organizations 
to  own  shares;  and  which  would  pick 
stocks  using  a  technical  market  analy- 
sis. All  of  which  proves  that  the  boom 
in  funds  is  putting  more  and  more  of 
a  strain  on  the  imaginations  of  under- 
writing houses. 


Home,  Sweet  Home 

U.S.  companies  may  find  the  grass 
greener  abroad,  but  not  mutual  funds. 
Gone  are  the  days  when  enthusiastic 
investors  looked  across  the  border— 
mainly  toward  Canada— speculating 
that  foreign  economies  might  grow 
faster  and  that  extra  profits  could  be 
found  in  tax  savings.  In  mid-1958,  11 
funds  for  investing  abroad  carried  as- 
sets of  1427.8  million.  As  of  June  30, 
nine  surviving  funds  had  total  assets  of 
Only  SI 64  million.  And  six  of  those  nine 
funds  have  not  been  offering  shares 
since  the  Revenue  Act  of  1962  and  the 
Interest  Equalization  Tax  Act  of  1964 
in  effect  barred  any  kind  of  tax  ad- 
vantage. 

Only  six  weeks  ago  Keystone  In- 
ternational Fund  slipped  off  its  inter- 
national mantle  and  changed  itself 
into  the  Polaris  Fund,  which  "won't 
be  restricted  to  investments  in  com- 
panies with  primary  interests  outside 
the  IS"  Assets  ol  Keystone  Interna- 
tional that  will  be  inherited  by  Polaris 
are  $14  million;  they  never  had  been 
much  higher  during  the  last  ten  years. 

Although  Keystone  International 
failed  to  come  up  with  a  dividend  re- 
turn for  the  past  12  months,  its  capital 
appreciation  had  been  very  good.  Dur- 
ing the  12  months  ended  [line  30, 
$100  would  have  ended  up  as  $]  12. 15 
09.86  for  Standard  &  Poor's  500- 
stock  average. 

Comparatively,  the  dollar  results  of 
Canada  General  Fund,  whose  assets 
"I  $  t5.4  million  make  it  the  biggest 
of  the  binds  for  investing  abroad,  have 
been  much  worse.  There,  $100  would 
have  ended  up  as  $99.15,  or  Si  16.95 
for  the  longer  period.  The  dividend 
return  for  the  past  12  months  was 
I  rident  Edward  F.  Ryan  ad- 
mits that  "interest  in  Canadian  funds, 
which  were  very  successful  in  the 
beginning,  has  slowed  down."  While 
Ryan  refused  to  comment  on  Key- 
stone's step,  there  is  no  doubt  about 
how  he  views  the  future  of  foreign- 
investment  binds.  Last  month  his  com- 
pany sent  letters  to  shareholders  ask- 
ing to  be  freed  from  one  important 
self-imposed  restriction— that  limiting 
Canada  General's  investments  outside 
Canada  to  20'?  of  its  total  capital. 

It  seems  that  only  one  American 
mutual  fund— $27.6-million-assets  Ca- 
nadian Fund,  Inc.,  organized  in  1952 
by  Calvin  Bullock— will  remain  active 
in  this  dwindling  field.  "We  will  con- 
tinue to  invest  abroad"  is  the  firm's 
terse  official  comment,  though  it  pre- 
fers not  to  say  why.  But  more  than  a 
sprinkling  of  sentiment  may  be  in- 
volved. Its  founder  also  formed  Ca- 
nadian Investment  Fund  Ltd.  back  in 
1932— the  first  open-end  investment 
company  in  Canada.  ■ 


Do  You  Qualify 

For  Our  Special  Kind 

of  Professional 

Investment 
Management? 


TAKE  THIS  BRIEF  TEST  AND  SEE. 
IT  COULD  ENHANCE  YOUR 
ENTIRE  FINANCIAL  FUTURE. 


1.  You  are  vitally  interested  in  accumu- 
lating wealth  for  retirement,  travel, 
children's  education,  your  own  per- 
sonal objectives  or  simply  to  combat 
inflation. 


Yes  D 


No  □ 


2.  By  necessity,  most  of  your  waking 
hours  are  involved  in  thinking  about 
your  occupation,  business  or  profes- 
sion, leaving  relatively  little  time  for 
investment  planning. 


Yes  □ 


No  D 


3.  You  recognize  that  full-time  profes- 
sionals backed  by  complete  research 
facilities,  "3rd  generation"  computers 
and  decades  of  intensive  market  ex- 
perience, are  probably  better  equipped 
i<>  help  fulfill  your  investment  goals, 
'than  you  are,  "going  it  alone." 


Yes  □ 


No  D 


You  agree  with  an  investment  philoso- 
phy which  seeks  to  concentrate  funds 
in  companies  that  are  growing  faster 
than  our  economy. 


Yes  D 


No  □ 


5.  You  appreciate  that  there  are  risks 
and  no  guarantees  in  investing  in  com- 
mon stocks,  yet  realize  it  is  one  of  the 
few  remaining  ways  you  may  accumu- 
late wealth  under  today's  conditions. 


Yes  □ 


No  □ 


6.  You  would  be  interested  in  a  manage- 
ment program  for  your  account  of 
$5,000  or  more  at  a  surprisingly  mod- 
est fee,  especially  since  you  may  have 
been  under  the  impression  that  invest- 
ment management  was  reserved  only 
for  the  very  wealthy. 


Yes  □ 


No  □ 


7.  As  a  good  business  manager  you  have 
the  temperament  that  will  allow  you 
to  delegate  responsibility  for  making 
investment  decisions  on  your  behalf  to 
experienced  investment  managers. 


Yes  D 


No  Q 


8.  You  would  like  more  specific  informa- 
tion about  Spear  &  Staff's  Decision 
Management  Plan  such  as:  How  your 
account  would  be  managed;  how  trans- 
actions are  carried  out;  how  quickly 
you  can  get  extra  funds  from  your  ac- 
count; what  kind  of  records  you  will 
receive;  how  dividends  are  handled; 
how  you  can  arrange  for  regular  with- 
drawals; how  you  add  to  your  ac- 
count; where  your  stock  certificates 
are  kept;  management  fees  and  other 
details. 


Yes  □ 


No  □ 


If  you  answered  "YES"  to  most  of  these 
statements,  your  next  logical  step  is  to 
send  for  our  32-page,  fact-filled  booklet, 
"Declare  Your  Own  Dividends."  Use  the 
coupon  below  to  receive  it  at  no  cost 
or  obligation. 


SPEAR  &  STAFF,  INC.  DePt.  mf-ooi 

Investment  Management  Div. 
Babson  Park,  Mass.  02157 

Please  send  your  booklet  "Declare  Your  Own  Dividends" 
without  cost  or  obligation. 

Name 


(please  print) 


Address. 


City. 


.State- 


_Zip_ 
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A  Registration  Statement  relating  to  these  securities  has  been  filed  with  the  Securities  and 
Exchange  Commission  but  has  not  yet  become  effective.  These  securities  may  not  be  sold 
nor  may  offers  to  buy  be  accepted  prior  to  the  time  registration  becomes  effective.  This 
advertisement  shall  not  constitute  an  offer  to  sell  or  the  solicitation  of  an  offer  to  buy  nor 
shall  there  be  any  sale  of  these  securities  in  any  State  in  which  such  offer,  solicitation  or  sale 
would  be  unlawful  prior  to  registration  or  qualification  under  the  securities  laws  of  any  such  State. 


PROPOSED  NEW  ISSUE 


October  1,  1968 


500,000  Shares 


Jk 


Emerging  Securities  Fund 


Common  Stock 

(Par  Value  $.10) 


Price  $10  per  Share 


After  the  initial  public  offering  of  its  shares,  the  Fund 
will  be  an  open-end  investment  company  which  will 
seek  possible  capital  appreciation  by  investing  pri- 
marily in  securities  of  new  and  emerging  companies. 

No  additional  shares  will  be  offered  to  the  public  when 
the  Fund's  net  assets  exceed  $50,000,000. 

Copies  of  the  Preliminary  Prospectus  may  be  obtained  from: 


D.  H.  Blair  Securities  Corporation 

Affiliate  of  D.  H.  BLAIR  &  COMPANY 
5  Hanover  Square  •  New  York,  N.Y.  10004 


Dividend 

on 

common 

shares 

The  Board  of  Directors 
of  Columbus  and 
Southern  Ohio  Electric 
Company,  on  Septem- 
ber 5,  1968,  declared  a 
dividend  of  forty-two 
cents  (420)  per  share 
on  the  outstanding 
Common  Shares  of  the 
Corporation,  payable 
on  October  10,  1968  to 
shareholders  of  record 
at  the  close  of  business 
on  September  25,  1968. 
G.  C.  SHAFER, 
Secretary 

COLUMBUS  AND  SOUTHERN 
OHIO  ELECTRIC  COMPANY 


The  Board  of  Directors  at  a  meeting 
held  today  declared  a  cash  dividend  of 
IS  cents  per  share  on  its  outstanding 
Common  Stock,  payable  October  17, 
1968,  to  stockholders  of  record  Sep- 
tember 27,  1968. 

S.    H.   MALAMED 
Vice  Pres.  &  Treas. 
New  York,  September  12,  1968 


COLUMBIA 

PICTURES 

CORPORATION 


AFFLUENTS 

Adults  who  are  home  owners 
with  household  incomes  of 
$15,000  &  over 


Forbes 

38.0% 

Fortune 

37.6% 

Business  Week 

27.2% 

Forbes  has  the  highest  con- 
centration of  these  better  paid 
home  owners  found  in  the 
1968  Simmons  Study  of  the 
audiences  of  57  publications. 


READERS  SAY 


(Continued  from  page  11) 

Sir:  We  had  a  flight  on  United  from 
Denver  to  Las  Vegas  and  the  food  was 
excellent.  I'll  take  a  guess  that  the  size  of 
your  waistline  indicates  you  could  miss 
a  meal  of  two. 

—Mrs.  Warren  Fisher 
Wichita,  Kansas. 

Your  pot  shot  is  on  target— MSF. 

Premature 

Sir:  The  article  "Where  the  Buck 
Stops"  ( Sept.  1 )  alludes  to  the  late  Dan 
Topping  of  the  New  York  Yankees  base- 
ball organization.  I  do  believe  that  was  a 
typographical  error. 

—Herbert  Edelman 
Lawrence,  N.Y. 

Worse  than  a  typo,  it  was  a  product  of 
sloppy  checking.  Mr.  Topping  is  alive  and 
well  in  Miami  Beach,  Fla.  It  was  his 
brother,  Henry  (Bob)  Topping,  who  died 
in  April  of  this  year— Ed. 

Trail  Blazing 

Sir:  Your  editorial  concerning  your  va- 
cation (Sept.  15)  sounded  great!  Where 
were  you  that  hails  and  trail  bikes  were 
accessible? 

—Ray  F.  Myers 

Vice  President, 

Continental  Illinois  National  Bank 

and  Trust  Company  of  Chicago 

Chicago,  111. 

Montana.— MSF. 

We're  Not  Settling 

Sir:  The  Sept.  1  issue  of  Forbes  men- 
tions suits  against  accountants,  specifi- 
cally, BarChris,  Westec  and  Yale  Express. 
The  implication  that  our  firm  is  setding 
the  Yale  litigation  for  $2.5  million  or,  in- 
deed, that  it  is  setding  at  all,  is  false. 

—Walter  E.  Hanson 

Senior  Partner, 

Peat,  Marwick,  Mitchell  &  Co. 

New  York,  N.Y. 

Leader,  Not  Laggard 

Sir:  In  your  article  concerning  The 
Foxboro  Co.  (Sept.  1)  you  correctly  stated 
that  only  25%  of  Foxboro's  sales  are  in 
electronic  process-control  instruments.  But 
your  statement  that  we  have  "lagged"  is 
incorrect,  for  our  leadership  in  this  newer 
technology  is  well-established.  Industry 
trade  statistics  confirm  that  Foxboro  has 
consistently  led  the  electronic  process- 
control  field  in  sales  and  innovations.  In 
1958  Foxboro  introduced  the  world's  first 
line  of  solid-state  electronic  instrumenta- 
tion. We  introduced  a  second  generation 
of  these  highly  successful  instruments  in 
1966  and  anticipate  continuing  our  leader- 
ship in  this  field. 

—Ralph  Hayden,  Jr. 

President, 

The  Foxboro  Co. 

Foxboro,  Mass. 
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"HOW  CAN  I  TELL 
WHEN  TO  SELL" 

You've  latched  on  to  a  stock  that's  on  the 
rise,  but  .  .  .  how  now?  Should  you  sell  and 
settle  for  a  profit  ...  or  hold  and  hope  for 
more?  Not  an  easy  decision  to  make,  but 
one  nevertheless  faced  by  most  investors 
much  of  the  time. 

We  have  the  same  timing  problem.  How- 
ever, we  believe  there  are  two  factors  in 
our  favor  ...  (1)  a  specially  designed  "3d 
generation ",  realtime,  on-line  computer  that 
provides  us  with  timely  investment  informa- 
tion in  seconds  .  .  .  information  that  used 
to  take  hours  and  days  to  dredge  up  and 

(2)  a  systematic  computer-based  technique 
that  clearly  signals  when  to  sell  (and  when 
to  buy)  "by  the  numbers." 

We  call  our  method  COM-STAT  (COMputer 
Stock  Timing  and  Analysis  Technique).  Since 
its  inception  in  1963.  after  years  of  intensive 
testing,  COM-STAT  has  provided  a  method 
on  which  to  base  intelligent,  unemotional 
investment  decisions.  Specifically  COM-STAT 
seeks  to  help  you  . . . 

.  .  .  increase  your  profit  potential  by  buying  and 
selling  the  "right"  stock  at  the  "right"  time 
.  .  .  achieve  a  sensible  balance  between  max- 
imum possible  return  and  minimum  possible 
risk 

.  .  .  reduce  the  amount  of  time  and  study  to 
make  investment  decisions 
...  be  confident  that  the  recommendations  you 
get  are  based  on  a  thorough  study  of  researched 
information,  careful  analysis,  and  the  direct  out- 
put of  probably  the  world's  most  advanced  com- 
puter facilities  for  an  investment  service. 

SENO  FOR  COMSTATs  $10  INTR000CT0RY 
TRIAL  PACKAGE  ...  and  see  at  first  hand 
how  this  remarkably  effective  service  can 
help  your  investment  program.  You  will 
receive:  (1)  The  latest  computer  ratings  on 
450  stocks  selected  from  a  field  of  over 
4,000  issues.  (2)  Ratings  comparing  BOTH 
the  fundamental  and  technical  factors  in 
each  of  these  stocks  in  the  current  market. 

(3)  Full  details  on  test  results  made  by  ap- 
plying COM-STAT  Stock  Ratings  to  THREE 
automatic  buy-sell  plans.  (4)  COM-STAT's 
measurement  of  today's  stock  market  with 
advice  for  the  period  ahead  .  .  .  including 
its  Forecasting  Lines,  closely  watched  to 
help  determine  coming  market  trends.  (5) 
The  latest  COM-STAT  Stock  Comments,  with 
growth-channel  projections  on  carefully  se- 
lected top-rated  issues  (6)  Specific  instruc- 
tions on  how  to  apply  COM-STAT  to  growth, 
income  or  speculative  portfolios. 
COM-STAT  could  change  your  entire  ap- 
proach to  the  market.  Your  package  is  wait- 
ing ..  .  fill  out  the  coupon  below  and  we'll 
send  it  to  you  airmail . . . 


COM-STAT 


a   division  of 

Spear  &  Staff,  Inc. 

Dept.   CF001 

Babson  Park,  Mass.  02157 

Yes.  here  is  my  SIO  (refunded  in  full  if  I  am 
not  completely  satisfied,  and  fully  credited  if  I 
decide  to  become  a  member).  Send  me  your  56 
page  Introductory  Trial  Package  containing  COM- 
STAT's  latest  findings  and  advices  on  stocks  in 
the  current  market. 

7  Check  here  to  receive  all  of  the  above  as  a 
bonus  with  a  90-day  Guest  Membership  at  $95 
(or  $90  if  payment  is  enclosed)  ...  a  $125 
value. 

Name . 


Address. 
City 


-State. 


-Zip. 


(For  new  readers  only  —  not  assignable  without 
your  consent) 

□  Check  here  if  you  are  an  investor  with  more 
than  $15,000  in  the  market  and  would  like  to 
be  informed  about  Spear  &  Staff's  Investment 
Management  Program.  No  obligation. 
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THOUGHTS . . . 


ON  THE 
BUSINESS  OF  LIFE 


Most  of  all  reverence  tin  self. 

—Latin  Proverb. 


Our  own  opinion  of  ourselves  should 
be  lower  than  that  formed  by  others, 
for  we  have  a  better  chance  at  our  im- 
perfections. —Thomas  a  Kempis. 


The  vain  man  hates  his  like,  the  ex- 
ceptional man  seeks  out  his. 

—Jean  Paul  Richter. 


Intolerance  itself  is  a  form  of  ego- 
ism, and  to  condemn  egoism  intoler- 
antly is  to  share  it. 

— Georce  Santayana. 


Contempt  of  fame  begets  contempt 
of  virtue.  —Ben  Jonson. 


Nothing  is  more  simple  than  great- 
ness; indeed  to  be  simple  is  to  be 
great.  —Ralph  Waldo  Emerson. 


Be  commonplace  and  creeping,  and 
you  will  be  a  success. 

— Caron  de  Beaumarchais. 


The  chief  ingredients  in  the  com- 
position  of  those   qualities   that  gain 
esteem  and  praise,  are  good  nature, 
truth,  good  sense  and  good  breeding. 
—Joseph  Addison. 


Youth  ends  when  we  perceive  that 
no  one  wants  our  gay  abandon.  And 
the  end  may  come  in  two  ways:  the 
realization  that  other  people  dislike  it, 
or  that  we  ourselves  cannot  continue 
with  it.  — Cesare  Pavese. 


The  applause  of  the  crowd  makes 

the  head  giddy,  but  the  attestation  of 

a  reasonable  man  makes  the  heart  glad. 

— Richard  Steele. 


October.  This  is  one  of  the  peculiar- 
ly dangerous  months  to  speculate  in 
stocks  in.  The  others  are  July,  January, 
September,  April,  November,  May, 
March,  June,  December,  August  and 
February.  —Mark  Twain. 


Happiness  is  not   the   end  of  life; 
character  is.— Henry  Ward  Beecher. 


B.  C.  FORBES 

The  deep-down  desire  to  stand 
well  with  our  fellows,  the  laud- 
able hunger  to  win  the  public's 
"well  done,  good  and  faithful 
servant,"  is  inherent  in  every 
normal  human  soul.  We  may 
flout  it  when  we  are  young  or 
even  in  our  prime,  but  when  we 
begin  to  cast  up  our  life's 
reckoning,  we  cannot  ignore  it. 
We  then  realize  that  this  is  one 
of  the  things  that  count,  this 
esteem  and  good  will  of  our 
brother  mortals,  and  the  knowl- 
edge that  we  have  sincerely 
tried  to  earn  it. 


We  do  not  really  see  ourselves.  All 
mirrors  are  in  fact  quite  useless  except 
the  living,  human  mirrors  who  reflect 
us:  They  do  not  lie. 

—Francois  Mauriac. 


There  are  people  who  so  eagerly 
and  insistently  desire  some  one  thing 
that,  for  fear  of  missing  it,  they  omit 
doing    nothing    that    will    spoil    their 


chances. 


—Jean  de  la  Bruyere. 


Men  judge  us  by  the  success  of  our 
efforts.  —Charlotte  Elizabeth. 


Applause    waits    on    success.    The 

fickle  multitude,  like  the  light  straw 

that  floats  on  the  stream,  glide  with 

the  current  still,  and  follow  fortune. 

—Benjamin  Franklin. 


It  is  an  indiscreet  and  troublesome 
ambition  that  cares  so  much  about 
fame;  about  what  the  world  says  of  us; 
to  be  always  looking  in  the  faces  of 
others  for  approval;  to  be  always  anx- 
ious about  the  effect  of  what  we  do  or 
say;  to  be  always  shouting  to  hear  the 
echoes  of  our  own  voices. 
—Henry  Wadsworth  Longfellow. 


The  most  agreeable  recompense 
which  we  can  receive  for  things  which 
we  have  done  is  to  see  them  known,  to 
have  them  applauded  with  praises 
which  honor  us.  —Jean  Moliere. 


It  is  only  the  young  who  can  receive 
much  reward  from  men's  praise:  The 
old,  when  they  are  great,  get  too  far 
beyond  and  above  you  to  care  what 
you  think  of  them.         —John  Ruskin. 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are  now 
available  in  a  574-page  book  at  $5.95. 
Send  check  and  order  to:  Forbes  Inc., 
60  Fifth  Avenue,  New  York,  N.Y. 
10011.  (Sales  tax:  New  York  City, 
add  5%.  Other  parts  of  New  York 
State,    add    2%    to    5%    as    required.) 


it  Text . 


Scut  in  by  Charles  M.A.  Frank- 
houser,  Lakeland.  Fla.  What's 
your  favorite  text  ?  The  Forbes 
Scrapbook    of     Thoughts     on     the 

Business  of  Life  is  presented  to 

senders  of  texts  used. 


Lift  up  your  eyes,  and  look  on  the 
fields,  for  they  are  white  already  to 
harvest.  —John  4:35 
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UOP  ends  your  wife's  dirty  work... 


'  The  secret  of  the  self-cleaning  oven  is  a  unique  catalytic 
screen  developed  by  UOP. 

This  wife-pleasing  innovation  is  manufactured  by 

UOP  Air  Correction  Division,  which  is  busy  making  a 

cleaner  world  for  all  of  us  by  supplying  industry  with 

imaginative  pollution  control  systems. 

In  other  ways,  UOP  technical  competence  makes  the  woman's  world 

more  feminine.  Synthetic  fibers  for  much  of  her  wardrobe  come  from 

raw  materials   produced    by  petrochemical   processes  developed   and 

licensed  by  UOP.  So  do  plastics  and  detergents.  Other  UOP  processes 

provide  today's  high-octane  gasoline  for  her  car. 

And  to  make  her  more  alluring  to  you,  another  UOP  group  creates 
fragrance  formulations— for  perfumes,  cosmetics,  toiletries. 

We  care  for  your  wife.  You'll  find  it  can  pay  you  to  care  for  UOP. 
Universal  Oil  Products  Company,  Des  Plaines,  Illinois  60016,  U.S.A. 


better  ideas  from 


%■ 


Petroleum  Processes  ■  Transportation  Equipment  Metals  &  Alloys   Plant  Construction   Forest  Products   Chemicals  &  Plastics  ■  Fragrances  ■  Air  &  Water  Management 


(When  businessmen  called  Long  Distance  only  as  a  last  resort.) 


That  was  bound  to  change.  Business  methods 
became  more  and  more  streamlined.  Long  Distance 
rates  came  down.  And  the  phone  came  into  its  own. 
Businessmen  want  results,  and  now  they  want  them 
faster  than  ever.  "Settle  it  now  by  phone,"  they  say. 
Or,  "Call  Chicago  and  find  out."  More  and  more, 
businessmen  are  discovering  that  a  phone  is 
just  a  phone  until  you  learn  how  to  use  it. 


and  Associated  Companies 


What  kind  of  a  handle 
should  you  put  on  Bendix? 


None  of  these.  And,  in  a  way,  all  of  them. 
Take  aerospace.  Our  sales  in  space  and  aviation  totaled 
well  over  half  a  billion  last  year. 
Or  automotive.  We  grew  up  with  the  auto  industry— 
and  because  of  it.  And  you  could  make  a  case  for  elec- 
tronics, automation  and  oceanics. 
But  even  calling  us  an  aerospace-automotive-elec- 
tronics-automation-oceanics  company  only  tells  you 


what  we're  in— not  what  we  are.  And  the  same  is  true 

of  the  "multi-industry"  label. 

What  handle  should  you  put  on  Bendix?  Try  this: 

Bendix  is  a  multi-industry  corporation  committed  to  work 

wide  growth  through  technology. 

If  you're  not  as  up-to-date  on  Bendix  as  you'd  like  tc 

be,  write:  The  Bendix  Corporation,  Investor  Relation; 

Office,  Fisher  Building,  Detroit,  Michigan  48202. 
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our  sparks  put  the  bite 
on  exotic  metals. 


The  new  metal  alloys  are  getting 
tougher,  the  tolerances  tighter, 
and  configurations  more  complex. 
All  of  this,  so  frustrating  to 
conventional  machine  tools,  is  being 
handled  with  nonchalance  by  a  new 
technique—spark  bombardment-- 
known  to  industry  as  Electrical 
Discharge  Machining. 

As  pioneered  by  our  Elox  Division, 
EDM  uses  sparks  to  cut  and 
shape  the  most  difficult-to-machine 
metals  with  ease  and  accuracy. 
The  technology  is  being  employed 
increasingly  in  automotive. 


aircraft,  missile,  communication 
and  other  industries  using 
exotic  new  metals,  as  well  as 
conventional  types. 

This  sparkling  new  method  is 
anything  but  kid  stuff.  Our  new 
high-amperage  power  systems, 
delivering  up  to  2,000  or  more 
amperes  of  current,  are  capable  of 
removing  over  100  cubic  inches 
of  metal  per  hour.  Even  more 
electrifying  performances  are 
expected  from  greater  amperage 
systems  now  in  design  for  the 
growing  world  of  Colt  Industries. 


@ 


Colt  Industries 


Headquarters 

1  290  Avenue  of  the  Americas 

New  York.  New  York  1 001 9 

OPERATING  DIVISIONS:  Chandler  Evans 
Control  Systems  /Colt's  Firearms/Elox/ 
Fairbanks  Morse  Power  Systems/Fairbanks 
Morse  Pump  &  Electric/Fairbanks  Morse 
Weighing  Systems/Holley  Carburetor /Pr|Jt 
&  Whitney  Cutting  Tool  &  Gage/  Pratt  & 
Whitney  Machine  Tool/Quincy  Compressor 


MARSHALL  McLUHAN 


W0- 


A  startling,  shocking  Early  Warning  System  for  our  era  of  instant  change! 


"This  is  an  inmiitiom  to  join  a  select  group  of  busi- 
*  ness,  academic  and  government  leaders  who  are 
about  to  recent  what  mu>t  be  the  most  startling  news- 
letter e^er  printed. 

We  originally  intended  to  call  it.  "The  Marshall 
McLuhan  Newsletter". 

Dr.  .McLuhan.  however,  suggested  that  we  title  it. 
"The  Marshall  McLuhan  Bad-News  Letter". 

And  because  of  the  fact  that  this  entirely  different 
kind  of  Newsletter  will  be  a  startling,  shocking,  monthly 
early  warning  system  for  our  era  of  instant  change,  we 
have   suggested   the   title.      The    McLuhan    Dew    line" 

Call  it  what  you  will,  this  entirely  different  kind  of 
letter  will  not  be  confined  to  the  newsletter  format 
at  all — but  will  also  come  to  you  in  the  form  of  records, 
courses,  sensory  retraining  kits,  and  even  advance  re- 
leases of  chapters  from   L)r    McLuhan']  newest  books 

It  is  written  for  the  man  (or  woman)  of  responsibility 
— who  cannot  afford  to  be  wrong  in  his  evaluation  oi 
the  present,  or  prediction  of  the  future.  It  is  designed 
to  reveal,  and  analyse,  the  vast  underground  transform- 
ing forces  you  must  deal  with  in  the  dazzlingly  different 
world  of  tomorrow 

Here's  why  — 

VI  hich  Of  These  Danger  Signals 

Have  You  Alreudv  Interpreted  Falselv? 

Which  Of  These  Technological  Break-Throughs 

Are  Completed  Hidden  From  Your  View? 

Let's  get  specific  lor  a  moment.  Throughout  history. 
most  people  have  obsessively  viewed  new  developments 
merely  as  extensions  of  old.  worn-out  ami  now-useless 
concepts  Iwhat  Dr.  McLuhan  calls  "lmnv:  in  a  rear- 
view  mirror"! — and  therefore  never  realty  saw  or  under- 
stood them  al  all. 

For  example,  the  railway  engine  was  at  first  called  the 
"Iron  Horse".  The  automobile  was  called  the  "Hone 
less  Carriage".  The  radio  was  known  as  the  "W  ireless". 
And  the  men  and  women  who  so  mlslltled  ami  to  mis- 
understood  them,  woke  up  m  their  true  opportunities 
onls  DECADES  alter  those  with  clear  vision  had  seized 
and  exploited  them 

How  about  Jrou?  Here  is  a  brief  sample  of  the  most 
vital  developments  of  our  day— filled  with  both  im- 
mense danger  and  previously  undreamed-of  potential 
You  do  not  really  understand  them  unless  you  can  an- 
swer the  questions  after  each  title  If  these  questions 
seem  puzzling  or  even  paradoxical  to  you.  beware.  The 


IN  FUTURE  NEWSLETTERS 
DR.  McLUHAN  WILL  DISCUSS: 

The  Computer  data-bank  as  the  dissolution  of 
private  hfe. 

The  satellite  as  the  end  of  Nature. 

Galaxies  as  art  forms. 

The  artist  as  the  antennae  of  the  race. 

1  he   substitution   of   man-made  environments 
for  biological  evolution. 

The  end  of  the  visual  organization  of  knowl- 
edge and  experience. 

Song  as  slowed  down  speech.  Instrumentation 
as  speeded  up  speech. 

Pot  and  LSD  as  chemical  simulation  of  our 
electric  environment. 

Why  the  message  will  be  dropped  in  favor  of 
the  effect 

The  disappearance  not  only  of  writing  but  of 
speech. 

The  end  of  the   split   between    Business   and 
Culture. 

The  end  of  History  via  the  computer. 

Jokes    and    Humor   as    the    infallible    test    of 
grievance  areas  in  a  society. 

Games  and  Sports  as  live  models  of  existing 
procedures  in  Business. 

Why  the  "backward"  countries  will  inevitably 
dominate  the  western  world. 

War  as  the  effort  to  recover  an  old  image  of 
identity  and  purpose. 

Why  our  first  TV  war  has  ended  the  bounda- 
ries between  civilian  and  military  life. 

Why  the  prayer-mat  shall  replace  the  Cadillac. 

Violence  as  the  quest  for  identity. 

NASA  as  an  obsolete  program. 

The  Future  of  Convalescence.  (Anesthesia  ap- 
plied not  only  to  surgery  but  to  total  recovery.) 

The  Computer  as   the   LSD  of  the   Business 
World. 

War  as  Education.  Education  as  War.  Cloth- 
ing as  Weaponry.  (Fashion  as  The  Bore  War.) 

Why  there   is  a   return  of  horoscopy  in  the 
electric  age. 

The  end  of  the  Stock  Exchange  via  the  com- 
puter. 
And  much  more.  Read  them  yourself — al  our  risk. 


DR.  MARSHALL  McLUHAN 

WHAT  THE  NATIONS 

LEADING  AUTHORITIES 

SAY  ABOUT  HIM 

"Just  possibly,  the  new  environment  that 
McLuhan  discusses  should  he  studied  as  care- 
fully as  the  oxygen  system  in  the  Apollo  space- 
ship. Just  possibly,  understanding  McLuhan  may 
help  insure  that  earth's  environment  sustains 
rather  than  destroys  its  crew."      NEWSWEEK. 

"The  most  stimulating — and  contrmersial — 
Uudy  oj  technology  to  have  emerged  in  some 
years  One  of  the  major  intellectual  influences 
of  our  time  ..  .blinding  flashes  of  illumination..." 

FORTUNE. 

.  sudden  tnsights  that  can.  for  a  moment  or 
two.  light  up  a  confused  landscape  and  show  the 
odd  order  underlying  seeming  chaos .  ..his  theor- 
ies are  big  enough  and  bold  enough  to  mobilize 
the  revolution  he  is  examining  his  most  casual 
thoughts  are  often  full  of  the  excitement  of  dis- 
covery." Richard  Schickel  in  HARPERS. 

Other  observers  have  been  content  to  repeat 
Criticisms  of  industrial  societv  that  were  formu- 
lated a  century  ago,  as  if  civilization  had  been 
tteadlly  emptied  out  since  the  advent  of  the 
power  Loom  .  .  .  McLttfian  has  dared  to  seek  the 
cure  in  the  disease  . . ." 

Harold  Rosenberg  in  THE  NEW  YORKER. 

"tie  can  only  be  considered  a  stimulating 
thinker  on  a  scale  quite  similar  to  Freud  and 
Einstein."  Crilic  Gerald  Slearn. 


present  has  turned  a  corner  when  you  were  not  looking, 
and  you  have  been  dangerously  left  behind! 

1.  The  Teen-age  drop  out — What  exactly  turns  middle- 
class  children  into  hippies?  What  arc  these  long-haired 
youngsters  really  trying  to  tell  us?  Why  may  the  next 
development  be  the  Executive  drop-out? 

2.  The  Ghetto  Rebellion — Why  is  its  primary  cause — 
not  poverty  and  not  lack  of  education — but  television? 
Why  docs  Stokcly  Carmichael  understand  more  about 
the  power  vortex  of  our  time  than  almost  any  other 
American  political  leader? 

3.  Medial  Illiteracy,  and  its  cure — Why  do  Negro 
youngsters  in  Watts  say  "Why  should  I  interrupt  my 
education  to  go  to  school?"  Why  did  I.B.M.  spend 
thousands  of  dollars  with  Dr.  McLuhan  to  devise  a 
"Sensory  Profile"  of  their  executives?  Why  have  adver- 
tising agencies  become  the  most  effective  educational 
institutions  in  our  society? 

4.  The  replacement  of  our  cities — by  the  super-urbs  of 
the  future.  What  is  the  real  future  of  the  automobile  in 
tomorrow's  America?  What  is  the  stay-at-home  com- 
muter, and  how  will  he  change  our  entire  conception  of 
work?  Where  are  executive  drop-outs,  sensory  re-educa- 
tion, and  super-urbs  taking  America  tomorrow?  And 
what  are  the  consequences  for  you/ 

The  Goal  Of  This  Extraordinary  Newsletter: 
To  Take  The  Most  Startling  And  Productive 
Social  Theory  Of  Our  Time  — 
AND  APPLY  IT  TO  CONCRETE 
PROBLEMS,  AND  THE  OPPORTUNITIES 
WHICH  THEIR  SOLUTIONS  PRESENT. 
We   must   emphasize   this  core   fact  again:   if  these 
terms  sound  like  science-fiction  to  you,  there  is  an  ex- 
cellent  reason.   Dr.   McLuhan  is  dealing — as  no  other 


man  in  our  time — with  social  phenomena  so  new  it  does 
not  even  today  have  a  commonly-accepted  name. 

"It  is  the  business  of  the  future  to  be  dangerous", 
said  Alfred  North  Whitehead.  And  this  danger  can  only 
be  overcome  by  men  who  are  willing  to  look  at  the 
present  nakedly  and  boldly,  and  deal  with  it  on  its  own 
unique  terms,  and  not  those  of  the  more  comfortable 
past. 

There  has  never  been  a  period  in  the  history  of  the 
world  that  has  been  quite  so  frightening,  or  so  fluid. 
Everything  is  changing:  businesses,  occupations,  oppor- 
tunities, the  very  definition  of  what  it  means  to  be  a 
leader,  a  husband,  a  human  being.  Only  those  who  have 
the  ability  to  detect  change  the  instant  it  happens... 
understand  its  trend  and  its  consequences ..  .realize  not 
only    its    dangers   but    its    opportunities .  ..will   survive. 

This  means  dealing,  not  only  with  the  significant,  but 
the  unpleasant.  It  means  facing  today's  problems 
squarely,  and  controlling  them  before  they  can  destroy 
us. 

This  is  the  purpose  of  the  Marshall  McLuhan  News- 
letter. Because  of  its  flexibility,  it  can  be  placed  in  your 
hands  in  as  little  as  72  hours  after  Dr.  McLuhan  has 
written  it.  It  not  only  has  the  potential,  therefore,  of 
detecting  changes  the  minute  they  occur — but  following 
them,  monitoring  them,  checking  their  feed-back  to 
evaluation  potential  and  consequences  at  every  stage. 
Ilns  is  not  (like  a  book)  merely  a  snapshot  of  the 
present;  it  is  a  radar-fix  on  its  every  movement. 

One  Last  Promise:  This  Will  Be  A  Newsletter 

Unlike  Any  Other  You  Have  Ever  Seen. 

It  Will  Use  Multi-Media  To  Deliver  Its  Message. 

It  Is  Designed,  Not  Only  To  Give  You  Facts, 

But  A  Whole  New  Set  Of  Sensory  Equipment. 

In  other  words,  what  you  arc  trying  at  our  risk,  if  you 
send  in  the  coupon,  is  a  complete  departure  in  com- 
munications. It  is  a  way  of  receiving  every  month, 
packaged  insight.  The  package  that  carries  it  may  be  a 
four-page  letter  one  month.  It  maye  be  a  12-inch  l.p.  the 
next.  It  may  be  a  scries  of  slides...  two  or  three  yet-to- 
be-published  chapters  from  one  of  Dr.  McLuhan's  new 
books... Or  a  sensory  profile  quiz... or  a  do-it-yourself 
kit  for  converting  a  visual  way  of  seeing  the  world  into 
a  tactile. 

All  we  can  guarantee  is  that  its  purpose  is  to  allow 
you  to  exploit  change,  rather  than  fall  victim  to  it.  And 
in  a  world  where  nothing  is  remaining  the  same  — 
especially  human  nature — and  where  position,  leader- 
ship and  power  depend  irrevocably  on  the  ability  to 
keep  pace  with  change,  we  believe  this  is  the  best  bar- 
gain you  will  ever  buy. 

Why  not  send  in  the  No-Risk  Coupon  TODAY? 


HUMAN  DEVELOPMENT  CORPORATION 

119  Fifth  Avenue,  New  York,  N.  Y.  10003 


MAIL  NO-RISK  COUPON  TODAY! 1 

HUMAN  DEVELOPMENT  CORP. 

Dept.  FB-1  | 

1 19  Fifth  Ave.,  New  York,  10003 

Gentlemen:  I  wish  to  become  one  of  the  charter  | 

subscribers   to   the    Marshall   McLuhan   Dew   Line  i 

Newsletter.  I  understand  that  if  I  am  not  completely  ' 

satisfied  with  it,  I  may  cancel  my  subscription  up  | 
to  the  third  issue  for  a  full  refund. 

Please  bill  (check  one)  me  Q.  my  company  □  for  . 
the  first  year's  subscription  price  of  $50. 

□  I  am  enclosing  a  check  for  $50  at  this  time.  I  I 

understand  I  will  receive  an  extra  issue  free  for  sav-  j 

ing  you  cost  of  billing.  Same  money-back  guarantee,  ! 
of  course. 

P  Bill  my  Diner's  | 

Cmb  Account  # .  j 

(PLEASF.  PRINT) 

Name  j 


Company 


j   City 


Stale 


Zip 


Q  Special  Two-Year  Discount  offer.  Subscribe  for 
two  years  at  this  time,  and  save  $10.  per  year.  Pay 
only  $80  for  both  years.  Same  cancellation  privileges 
if  dissatisfied. 

©  Human  Development  Corp.  1968 
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I  don't  know  how  much  you  mean  yet,  but  Forbes  says: 
"Forbes  readers  don't  just  own  American  business. 
They  run  it."  That's  me  in  my  business. 

And  by  "run"  I  don't  just  mean  the  day-to-day  operation, 
but  the  long-range  planning  for  changing  times 
and  markets. 

Besides  having  the  power  to  plan  for  change,  my  mind 
is  wide  open  to  it.  For  example,  I  would  gladly  change  our 
thinking  about  conventional  warehouses  and  inventories 
...  if  somebody  could  show  us  a  better  way  to 
distribute  our  goods. 

Specifically,  if  TWA  MarketAir  could  show  me  how 
marketing  by  air  (rather  than  merely  shipping  by  air) 
could  reduce  costs  and  capital  expenditures  without 
affecting  our  customer  service  standards,  I'm  change- 
oriented  enough  to  give  TWA  MarketAir  a  try. 

4  YES  answers  and  you  are  indeed  a  bona  fide  Forbes  reader. 
You  also  should  be  putting  in  a  bona  fide  collect  phone  call  to 
TWA  MarketAirman  Ross  Angier  (21 2-557-381 6...  or  write  him 
at  605  Third  Avenue,  New  York  10016).  He'll  arrange  for  one 
of  our  Physical  Distribution  Specialists  to  explore  with  you  the 
relationship  of  all  your  distribution  functions  and  explain  how 
marketing  by  air  may  increase  your  distribution  efficiency. 


YES 

NO 

□ 

□ 

YES 

NO 

□ 

□ 

YES 

NO 

□ 

□ 
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NO 
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•TWA's  registered  service  mark  (or  its  world-wide  cargo  services. 
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One  Thing  We  Can  Depend  On 

Over  a  period  of  years,  Forbes'  president  has  acquired  a  collection  of 
letters  and  documents  written  by  Presidents  of  the  United  States,  21  of 
them,  from  John  Adams  to  Lyndon  Johnson.  They  now  line  the  walls  of 
the  staircase  in  the  Forbes  building  on  lower  Fifth  Avenue.  We  like  to 
study  them  every  now  and  then  because  they  remind  us  that,  in  this 
world  tumultuous  with  change,  some  things  somehow  remain  the  same. 
One  is  the  nature  of  the  Presidency;  the  other  the  nature  of  politics.  It 
may  ofler  little  solace  to  Mr.  Johnson,  who  finds  himself  under  attack 
for  his  foreign  policy  not  only  by  the  Republicans  but  also  by  members 
of  his  own  party,  but  John  Adams  suffered  the  same  fate.  In  a  letter 
dated  April  20,  1809,  discussing  the  success  of  his  policy  toward  France, 
he  wrote: 

"If  for  this  service  I  had  no  thanks  from  the  Republicans  [the  opposi- 
tion party],  I  had  nothing  but  insolence  .  .  .  from  the  Federalists  [his 
own  party]." 

\Ko  in  the  collection  is  a  letter  that  could  have  been  written  by 
Dwight  D.  Eisenhower  after  he 
defeated  Robert  A.  Taft  at  the 
Republican  National  Conven- 
tion in  Chicago  in  1952.  It  was. 
in  fact,  written  by  another  gen- 
eral. Zachary  Taylor,  after  he 
won  the  nomination  from 
Henry  Clay  at  the  Whig  Na- 
tional Convention  in  Phila- 
delphia in  1848: 

"No  one  can  entertain  a 
higher  opinion  of  Mr.  Clay's 
great  abilities,  qualifications 
and  claims  on  the  country  than 
I  do  .  .  .  and  had  there  been  anything  like  a  certainty  that  he  could  have 
been  elected,  he  would  no  doubt  have  been  the  nominee  of  said  conven- 
tion instead  of  myself,  as  I  am  satisfied  a  large  majority  in  that  case 
would  have  preferred  him.  .  ." 

The  Diplomatic  "No" 

.  This  is  a  letter  written  by  John  Tyler  to  Dolley  Madison,  the  widow 
of  James  Madison,  on  Sept.  26,  1844: 

"Your  letter  soliciting  the  appointment  of  Consul  at  Liverpool  for  Mr. 
Todd  [her  son  by  her  first  marriage]  has  claimed  from  me  and  receive'd 
all  the  consideration  which  an  anxious  desire  to  meet  your  wishes,  and 
the  exalted  respect  in  which  I  hold  you,  was  so  well  calculated  to  elicit. 
After  full  consideration,  dear  Mrs.  Madison,  I  have  brought  myself  to 
conclude  that  it  is  a  place  which  emphatically  calls  for  mercantile  knowl- 
edge, which  can  only  be  acquired  by  a  long  association  with  a  mercantile 
community  and  that  it  would  neither  suit  Mr.  Todd  or  he  it.  .  ." 

Except  for  the  names,  could  any  White  House  letter  be  more  con- 
temporary? 

Perhaps.  This  postcard  (above)  from  Abraham  Lincoln  to  Secretary  of 
War  Edwin  M.  Stanton,  for  example,  written  after  Robert  E.  Lee  surren- 
dered at  Appomattox  and  just  four  days  before  Lincoln's  assassination: 

"Tad  wants  some  flags.  Can  he  be  accommodated." 

Scrawled  on  the  back  of  the  postcard  are  the  words:  "Let  .  .  .  the 
bearer  have  four  flags  for  the  Prest's  House.  EMS." 

Among  the  most  fascinating  letters  in  the  collection  is  one  from 
Andrew  Jackson  to  President  Sam  Houston  of  the  Republic  of  Texas. 
(Continued  on  page  106) 
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Is 

warmth 

the  reason? 


A  cozy,  draft-free  home  is  the  reason  our  newest  subsidiary, 
CARADCO.  has  already  made  more  than  55  million  windows 
and  30  million  doors  for  the  housing  industry. 

But  warmth  is  not  the  only  reason  Scovill 

been  paying  continuous  dividends  for  112  years. 


•  OX/ILL  I  DOES  A  LOT  FOR  YOU. 


you  should  know   us  better,  write  Scovill.  Waterbury.  Connecticut  06720 


to 
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Introducing 
the  newest  option 

on  your 

1968  Chevrolet: 


GHEVWAY  LEASING 


Perhaps  this  is  the  year  to  lease  your  new  Chevrolet. 
It's  never  been  simpler.  Chances  are,  the  man  who's 
sold  you  a  Chevy  now  also  leases  them.  He'll  be 
listed  as  a  Chevway/Chevrolet  dealer. 

And  that  takes  the  mystery  out  of  how  to  lease. 
(It's  as  direct  as  walking  into  a  Chevrolet  showroom.) 
But  if  you're  wondering,  should  you  lease,  Chevway 
also  has  some  straight  answers. 

You'll  find  them  in  a  free  new  booklet  that  tells 
you  what  leasing  is  all  about,  its  specific  advantages, 
and  whether  you  — or  your  business  — can  profit  from 
them.  Just  mail  in  the  coupon  today. 

Or  see  your  nearest  Chevway/Chevrolet  dealer. 
He's  the  man  who  now  has  more  than  one  way  to  put 
you  into  a  new  Chevrolet. 


CHEVWAY 


©@m[p©m/A\w©ii] 


CHEVROLET  DEALERS  LEASING  /  RENTAL  SYSTEM 

CHEVWAY  CORPORATION,  230  NO.  MICHIGAN  AVENUE,  CHICAGO,  ILLINOIS  6O6OI 
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Trends 

&  Tangents 


BUSINESS 


Harvard  Business  School 
vs.  West  Point 

Executive  changes  announced 
late  last  month  by  General  Mills 
seemed  reasonable.  General  Edwin 
W.  Rawlings,  chairman,  announced 
that  he  was  dropping  his  duties  as 
chief  executive  officer  and  giving 
them  to  James  P.  McFarland,  presi- 
dent and  chief  operating  officer.  The 
surprise  was  McFarland's  replace- 
ment, James  A.  Summer,  a  West 
Pointer  who  headed  the  British 
subsidiary.  Most  General  Mills  ob- 
servers had  expected  the  post  to  go 
to  Louis  F.  Polk  Jr.,  the  "bright 
young  man"  of  the  company  and 
a  graduate  of  the  Harvard  Business 
School.  As  financial  vice  president, 
"Bo"  Polk  had  been  behind  most  of 
General  Mills'  acquisitions  and  had 
brought  in  a  number  of  other  bright 
young  men.  "But  Polk  was  a  sort  of 
free-form  manager,"  says  one  friend, 
"and  Rawlings  prefers  a  more  au- 
thoritarian-type administration." 

Vacating 

When  second  largest  life-insurance 
giant.  New  York's  Metropolitan 
Life  Insurance  Co.,  sold  its  12,271- 
apartment  unit  Parkchester  commu- 
nity in  the  Bronx  to  a  New  York 
real-estate  group  headed  by  Harry 
B.  Helmsley  of  Helmsley-Spear,  Inc. 
tor  an  estimated  record  $90  million 
last  month,  it  may  have  been  only 
the  first  shoe  dropping.  Some  in- 
surance men  think  this  may  signal 
Metropolitan's  desire  to  get  out  of 
apartment  management  because  of 
the  low  return  and  political  prob- 
lems entailed.  Metropolitan  still 
owns  six  other  apartment  complexes, 
including  three  in  Manhattan. 

Where  the  Orders  Are 

Credit  Lockheed's  airbus,  the 
L-1011,  which  can  carry  345  pas- 
ters— twice  as  many  as  today's 
jetliners— with  most  of  the  jump  in 
the  company's  backlog;  ->2.27  bil- 
lion at  the  end  of  1967,  $4.7  billion 
last  August,  rhe  ■  won't 

roll  out  until  late  in  1971  but  Chair- 
man Daniel  Haughton  predicts  they 
will  boost  earnings  ■ 

He  predicts  (lie  L-10]  ! 

billion  to  Lockheed  sales  during 

Seventies.  "Two  years  ago  we 

lished   a   sales   goal  ol   $  1   billil 
1976,"    sa\s    Haughton.    "We    IK 
think  we'll  reach  it  by  1974." 


1? 


To  Cash  a  Check 

The  checkless  society  is  over,  ac- 
cording to  Sidney  Friedman,  chair- 
man of  New  York's  National  Bank 
of  North  America.  All  the  traveler 
needs  to  travel  in  the  U.S.  is  his 
checkbook  and  a  check  guarantee 
card.  No  other  cards  needed.  "The 
bank  guarantees  the  check,  so 
there's  no  risk  of  loss  to  the  receiv- 
ing bank,"  says  Friedman.  There's 
no  limit  on  the  number  of  checks 
written,  but  no  one  check  can  ex- 
ceed $50.  A  $50-check  with  a 
charge  of  10  cents,  rather  than  the 
50  cents  the  travelers-check  com- 
panies charge,  could  throw  Ameri- 
can Express  into  a  rough  ballgame. 

Going  to  the  Dogs 

It's  not  unusual  these  days  for 
animals  to  have  savings  accounts 
and  other  life  styles  of  their  human 
masters  (Forbes,  Aug.  1).  But  at 
least  one  dog  is  following  the  herd 
of  people  investing  in  stocks.  Char- 
lie, a  mongrel,  owns  a  number  of 
shares  in  Trans  World  Airlines,  Inc. 
Charlie  is  a  professional  model  in 
San  Francisco,  earning  $25  an 
hour.  With  that  kind  of  money, 
why  is  Charlie  buying  TWA  when 
he  could  afford  IBM?  Simple:  Char- 
lie's owned  by  a  TWA  flight  hostess. 

Auto  Tycoons 

The  U.S.  auto  industry  has  made 
more  men  millionaires  than  any 
other  business.  Recent  figures  from 
the  SEC  show  that  the  industry  is 
being  run  by  three  dozen  million- 
aires. Thirty-seven  top  executives  at 
GM,  Ford  and  Chrysler  each  own 
more  than  $1  million  in  auto  stocks. 
This  figure  doesn't  count  those  exec- 
utives who've  sold  their  auto  stock 
and  invested  it  elsewhere  and  those 
below  vice  president  who  own  more 
than  $1  million  in  stock  but  don't 
have  to  report  it. 


WASHINGTON 


Bye-Bye  Blackball 

Sen.  William  Proxmire  (Wis). 
ranking  Democrat  on  the  Senate 
Banking  and  Currency  Committee, 
will  go  after  the  nation's  2,200  credit 
bureaus  next  year  with  a  bill  aimed 
at  protecting  consumers  "against 
arbitrary  or  erroneous  credit  rat- 
ings." The  legislation  would  give 
an  individual  an  opportunity  to 
correct  adverse  credit  information 
and  be  notified  when  a  derogatory 
item  is  entered  in  his  credit  file.  It 
would  also  install  procedures  for 
discarding   out-of-date  information 


(such  as  a  late  bill  paid  12  years 
ago).  Proxmire,  who  introduced  the 
truth-in-lending  bill  last  year,  says 
"nearly  every  member  of  Congress 
has  received  complaints  from  con- 
stituents regarding  unfortunate  ex- 
periences with  credit  ratings." 

Railroad  Lochinvar 

Railroads  this  year  are  facing  in- 
creasing resistance  toward  moves 
to,  discontinue  passenger  service. 
Leading  the  resistance  movement  is 
former  Illinois  Central  lawyer,  An- 
thony Haswell,  who  now  heads  the 
National  Association  of  Railroad 
Passengers,  an  organization  with 
the  sole  purpose  of  "fighting  rail- 
road-passenger discontinuance  in 
the  courts,  Congress  and  Inter- 
state Commerce  Commission."  Last 
month  the  association,  which  num- 
bers 2,700  members,  attacked  the 
inadequacy  of  Southern  Pacific  pas- 
senger service  before  the  ICC  and 
sent  off  a  telegram  to  Penn  Central 
chief  Stuart  Saunders  condemning 
his  move  this  month  to  discontinue 
paying  commissions  to  travel  agents 
for  passenger  tickets.  Earlier  this 
year,  Haswell's  association  success- 
fully blocked  an  attempt  before  the 
ICC  to  discontinue  the  California 
Zephyr.  ■ 


^ 


1 


CHANGE  OF  ADDRESS 

If  you  plan  to  move,  let  us  know 
a  month  before  so  we  can  change 
your  address  and  keep  FORBES 
coming  to  you.  Attach  a  recent 
mailing  label  and  fill  out  your  new 
address  in  the  space  provided 
below. 


ATTACH  PRESENT 

MAILING  LABEL 

HERE 


New  Address: 


Address 


City 


State 


Zip 


Mail  to: 

Subscription  Service  Manager 

FORBES 

60  Fifth  Avenue 

New  York,  New  York  10011 


L. 
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Is  it  a  G  ? 


Is  it  an  F  ? 


Both.  It's  a  mark  of  quality  in  business  equipment.  And  our  new 
trademark,  designed  by  Ivan  Chermayeff  of  Chermayeff  &  Geismap 
Associates,  Inc.  It  stands  for  Growth  and  Future,  because  that's 
the  way  we're  thinking.  The  General  Fireproofing  Company, 
Youngstown,  Ohio  44501.  GF  Business  Equipment 


The  National  Steel 
Super 


a  tour  of 
steelmakings 

future. 


You're  about  to  tour  tomorrow's  steel  mill— today. 

We  call  it  the  Super  Mill  because— among  other  rea- 
sons—it makes  steel  slabs  in  two  hours  rather  than 
the  usual  20. 

It  makes  better  slabs  faster  than  any  other  mill  in 
the  world. 

The  Super  Mill  is  in  Weirton,  W.  Va.  Let's  go  inside. 
As  you  might  guess,  this  new  mill  is  built  around 
something  that's  completely  different:  It's  an  integra- 
tion  of  three  processes  nil  her  new  to  our  industry. 

THE  FIRST  PROCESS:  This  is  a  basic  oxygen  fur- 
nace. It  makes  .500  tons  of  steel  about  eight  times 
faster  than  normal.  It  uses  the  same  raw  materials, 
but  requires  no  added  fuel.  If  you'll  step  20  yards  to 
one  side,  you'll  find  a  duplicate  of  it.  One  works  while 
the  other's  being  relined.  !n  other  words— 300  tons  of 
steel  per  hour,  year  'round. 

THE  SECOND   PB  It's  called  vacuum  de- 

gassing.  The   equipn  atop   a   300-ton    ladle. 

Through  two  snorkels,  molten  steel  Hows  up  from  the 


ladle  into  the  vacuum  chamber,  gives  up  its  gaseous 
impurities  and  returns  to  the  ladle.  Normally,  most  im- 
purities are  cropped  and  discarded  after  the  steel 
solidifies.  Considerable  steel  is  lost  that  way. 

THE  THIRD  PROCESS:  This  is  a  remarkable  piece 
of  design  and  engineering.  It's  called  a  four-strand, 
low-head,  curved-mold  continuous  slab  casting  machine. 
If  that  seems  like  a  lot  of  name,  it's  a  lot  of  machine. 
It  saves  time,  space,  capital  and  effort.  And  it  yields 
a  better  product. 

It's  t&e  first  of  its  kind  in  the  world,  by  the  way. 

Into  one  end,  the  ladle  pours  molten,  degassed  steel. 
Coming  out  the  other  end  are  four  continuous  strands, 
nine  inches  thick  and  up  to  40  inches  wide— from  which 
26-foot  slabs  are  cut.  This  process  saves  even  more 
time  than  the  basic  oxygen  furnaces. 

Now  your  tour  is  ended,  but  not  complete.  We'd  like 
to  tell  you  more  about  the  Super  Mill.  For  a  free  color 
brochure,  write  National  Steel  Corporation,  Grant 
Building,  Pittsburgh,  Pa.  15219. 


NATIONAL  STEEL  CORPORATION 


Great  Lakes  Steet/Weirton  Steel/Midwest  Steel/Hanna  Furnace/National  Steel  Service  Center/Stran-Steet/Transportation  Products 
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We  can't  control 
everything. 


If  we  only  could.  \ou'd  be 
hairier,  the  guys  who  make  combs 
happier  and  Abex  would  make  a 
bloomin  fortune. 

Unfortunately  we  cant  con-' 
j  trol  baldness.  But  we  do  control  a  lot 
Lof  other  things. 

Like  the  control  of  fluid  power 
for  airspace,  outer  space,  hydro- 
space. 

And  the  control  of  friction  that 
helps  make  cars  go,  rapid  transit 
rapid,  and  bulldozers  bull. 

And  wear  controls  that  get 
things  done,  like  getting  buildings 
built  and  mines  mined. 

If  you  would  like  to  know 
more  about  us  just  write:  Controls, 
Abex  Corporation,  530  Fifth  Ave., 
NewYork  10036.       a 

(Abex  means  controls) 
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Varo:  Part  of  the  home  entertainment  picture. 


There's  little  doubt  in  any 
one's  mind  that  television 
is  firmly  entrenched  in  the 
American  way  of  life. 

Nor  that  in  the  not  too  distant 
future  it  will  play  an  even  greater  part 
in  our  day-to-day  living. 

Predictions  like  wall-to-wall  television  with 
a  three-dimensional  picture,  wrist-watch  size 
television,  and  TV  shopping  are  by  no  means 
out  of  reach. 

Behind  all  the  bright  predictions  for  tele- 
vision lie  sound  technological  advances  in 
electronics. 


For  instance,  Varo  has 
developed  a  high  voltage 
solid-state  rectifier  for  color 
television  that  effectively  re- 
places the  vacuum  tube  components 
now  used.  It  makes  totally  solid-state  cir- 
cuitry economically  possible  for  the  first  time. 
Growth  through  advanced  technology  is  re- 
flected in  all  of  the  product  lines  throughout 
Varo.  For  a  detailed  picture  of  where  the  com- 
pany has  gone  and  what  it  has  done  since  its 
inception  in  1 946,  write  for  our  annual  report. 
Address  your  request  to  Public  Relations, De- 
partment F-4. 


© 


VARO 

Varo,  Inc.,  Executive  Office,  Garland  Bank  &Trust  Bldg..  P.O.  Box  41 1.  Garland, Texas  75040 


Why 

General  Dynamics 

(SAN  ANTONIO  FACILITY) 

selected  San  Antonio 

General  Dynamics  was  one  of  9 
major  industries  to  locate  a  branch 
facility  in  San  Antonio  during  the 
past  twelve  months. 

The  factors  in  their  decision  to  choose 
America's  14th  largest  city  are  outlined 
in  this  78  page  award -winning  Plant 
Location  Facts.  <k  j 

P  F  R  E  E . . .  San  Antonio  Plant  Location  Facts. 
Request  on  your  letterhead  In  confidence  to: 
Mr.  O.  W.  Sommera,  General  Manager 

Con  Porno®  Zmim  Bmm 


READERS  SAY 


■  ELECTRICITY  AND  NATURAL  GAS  ■ 
SAN  ANTONIO,  TEXAS  78200 

"Partners  with  Yw  for  Better  Business* 
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A  Classic  Turnaround 

Sir:  David  Scott,  head  of  Allis-Chal- 
mers,  (Forbes,  Sept.  15)  may  provide  a 
classic  example  of  the  turnaround  of  a' 
big  company,  and  his  record  indicates  a 
strong  likelihood  of  his  bringing  it  off.  Re- 
gardless of  his  success,  or  lack  of  it,  one 
can  point  to  many  such  successful  re- 
verses. We  believe  there  is  no  longer  any 
.question  of  a  top-grade  manager's  ability 
to  turn  a  company  around,  given  the  right 
tools  and  authority. 

— E.  Jack  Mowry, 

Executive  Vice  President, 

E.A.  Butler  Associates 

Doylestown,  Pa. 

"Can  You  Top  This?" 

Sir:  The  answer  is  "yes"  to  your  edi- 
torial question  ( Sept.  1 )  [regarding  on- 
time  arrival  of  a  United  flight  from 
Chicago  to  Newark].  Yesterday  I  flew  from 
Detroit  to  New  York.  Northwest  Orient 
flight  238  left  on  time  and  arrived  at  New- 
ark Airport  eight  minutes  EARLY! 

—Mike  Maus 

Reporter, 

NBC  News 

New  York,  N.Y. 

Sir:  After  the  Republican  Convention 
in  Miami  Beach  I  flew  from  Miami  to 
New  York  on  a  plane  which  left  the  ter- 
minal on  time  and  was  only  five  minutes 
late  in  getting  into  the  air  at  the  Miami 
Airport.  We  landed  at  JFK  five  minutes 
ahead  of  schedule  even  though  I  noted 
that  19  planes  were  lined  up  on  the  run- 
way waiting  to  take  off  while  we  were 
coming  in.  The  food  and  service  on  East- 
ern that  trip  were  absolutely  fantastic. 

— Mims  Thomason 

President, 

United  Press  International 

New  York,  N.Y. 

Sir:  On  Aug.  11  my  wife  and  I  flew 
flight  338  on  TWA  from  Las  Vegas  to 
New  York.  The  plane  landed  at  La  Guar- 
dia  Airport  at  5:05  p.m.  instead  of  the 
scheduled  time  of  5:20  p.m.  How  many 
people  can  top  this? 

— Kurt  A.  Hirsch 
New  York,  N.Y. 

Friendly  Stockholders 

Sir:    We    read    with    interest    the    in- 
clusion of  our  name  on  page  21  of  the 
Sept.  1  issue.  We  consider  that  35%  of  our 
stock  would  qualify  as  "major  holdings" 
that  we  presume  to  be  in  friendly  hands. 
—Stanley  M.  Vermeil, 
Vice  President  Treasurer 
Keystone  Steel  &  Wire  Co. 
Peoria,  111. 

The  Bigger  The  Better? 

Sir:  Are  you  not  aware  that  millions 
of  Americans,  Europeans,  Japanese,  etc. 
(Continued  on  page  107) 
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ON  THE  FLOOR! 


OR,  ON  THE  BALL? 


If  sales  expense  isn't  a  major  problem  to  you,  you  can 
forget  this  ad.  Otherwise  you  may  want  to  consider— 
what  it's  like  to  drive  to  Texarkana  on  an  August 
afternoon.  Or  plow  through  Jersey  City  in  the 
rush  hour.  And  whether  or  not  a  little  more  luxurious, 
livelier,  more  comfortable  car  might  make  your  salesman 
a  little  more  likely  to  "charge"  when  he  gets  there. 
You  may  want  to  consider  whether  it's  worth  the 
price  of  a  single  client  lunch  to  get  this  advantage 
working  for  you  50  weeks  a  year.  You  just  might  want 
to  consider  a  Dodge  Polara  instead  of  the  standard 
fleet  cars  you  have  been  buying.  A  lot  of  people  have. 
Can  you  really  move  up  to  Polara 
for  the  price  of  a  single  client  lunch?  Call  your 
Dodge  Dealer,  and  call  our  bluff. 


Dodge 


O 


CHRYSLER 

MOTORS  CORPORATION 


A  LITTLE  DIFFERENCE  MAKES  ALL  THE  DIFFERENCE  WHEN  YOU'RE  ON  THE  ROAD. 


1969  DODGE  POLARA.THE  UNEXPECTED  ECONOMY  CAR. 
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(Fastest  way  to  ship.) 


(above)  Modern  facilities  in  California  ports  provide  quick  dispatch  of  import  and 
export  freight  in  containers   (riqht)  Bulk  commodities  in  giant  Santa  Fe  hopper  cars 
drop  cargo  direct  to  conveyor  which  loads  ship  in  record  time. 


~J  with  modern 
.'Tiportant 
a  the  USA  to 
East  and  Europe. 


Santa  Fe 
through 
California  Ports 
is  the  best  way 
West  to  reach 
the  Far  East 

What  good  does  it  do  to  rush  export 
shipments  to  a  port,  then  watt  for  a  ship?  Or 
delay  an  import  shipment  waiting  for  the  next 
freight  train? 

On  Santa  Fe,  you  don't  have  to  wait  for 
tomorrow's  train  or  be  delayed  until  the  next 
ship's  sailing.  Here's  why: 

The  busy  California  ports  of  Los  Angeles, 
Long  Beach,  San  Diego  and  those  on 
San  Francisco  Bay,  have  more  sailings  to 
and  from  Hawaii,  Japan,  Australia,  and 
the  Far  East  than  any  other  group  of  ports 
on  the  Pacific  Coast. 

And  Santa  Fe  has  more  freight  schedules 
than  any  other  rail  carrier  between  Chicago, 
the  Midwest  and  California  ports  to  connect  with 
inbound  or  outbound  ships. 

To  expedite  shipments  still  further,  "Super  C," 
the  world's  fastest  freight  train,  carries  containers 
and  Piggy-Back  shipments  between  Chicago, 
Kansas  City  and  ports  in  Southern  California. 

Freguent  sailings,  coordinated  with  freguent 
freight  schedules,  add  up  to  the  fastest  way 
to  import  or  export.  That's  the  benefit  of 
shipping  via  Santa  Fe  through  California  ports. 


k« 


***. 


Santa  Fes  !iw 

lor  WartemJ 

Chicago-Lea  Angelas 

SUPER  CHIEF-aCAPrtAN 

ChicagoSan  Franaaco 

SAN  FRANCISCO  CHIEF 

i.  hioago  Hotatan 

TEXAS  CHIEF 


*l 


e  don't  think  ol  us  as  just  another  railroad 

Sania  ie  is  the  moving  part  of  your  marketing  arm.  * 


I* 
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Pennsylvania  blocks  the  tax  bite 
to  raise  your  profits. 


Here  in  Pennsylvania,  we've  done 
more  than  just  invite  industry  to  move 
in.  We've  made  it  a  profitable  venture 
for  you  by  doing  all  we  can  to  reduce 
your  taxes.  More  so  than  almost 
any  other  state.  To  increase 
your  profits  in  Pennsylvania  we: 

•  reduced  the  state's  dependence  on 
business  taxes  to  finance  general 
government  from  nearly  50%  to  26%. 

•  exempted  from  sales  and  use  tax 
all  materials  and  equipment  used 

in  manufacturing,  research  and 
processing. 

•  exempted  from  capital  stock  and 
franchise  taxes  all  manufacturing 


firms,  research  facilities  and  many 
processing  firms. 

•  have  no  state  personal  income  tax 
or  state  property  tax.  And  no  local 
taxes  on  manufacturer's  machinery, 
tools  and  inventory. 

•  made  it  easier  to  incorporate  in 
Pennsylvania. 

For  the  full  story  on  Pennsylvania's 
low  tax  structure  and  other  factors  for 
considering  a  Pennsylvania  industrial 
location,  write  on  your  company 
letterhead  to  Secretary  of  Commerce 
Clifford  L.  Jones.  Room  690, 
Dept.  of  Commerce,  Harnsburg, 
Pennsylvania  1  71  20. 


PENNSYLVANIA 
WELCOMES  INDUSTRY. 

For  1 00%  financing,  low  taxes, 
top  profits,  skilled  labor, 
strategic  plantsites  and  a 
fine  transportation  system, 
look  into  Pennsylvania. 

PENNSYLVANIA 


Raymond  P  Shafer.  Goven 


aim  o(  Pennsylvania 


How  Systems  Engineering 

can  produce  a 

TOTAL 

PLANT  FACILITY 

SYSTEM 


Systems  Engineering  is  the  appli- 
cation of  trained  and  organized 
common  sense  to  the  development 
of  the  most  efficient  solutions  to 
specific  problems. 

The  systems  engineer  regards 
any  facility  for  the  production  or 
distribution  of  goods  or  services  as 
a  process  which  uses  men,  ma- 
chines, materials  and  money  to 
perform  specific  functions.  Before 
concerning  himself  with  the  details 
of  design  and  construction,  he 
analyzes  the  objectives  as  well  as 
the  methods  available  to  attain 
them.  On  the  basis  of  this  analysis 


he  determines  the  most  efficient 
approach. 

When  alternative  solutions  have 
been  analyzed,  and  when  the 
final  and  total  solution  has  been 
supplied  by  one  responsible  firm, 
the  result  can  have  the  greatest 
value  for  its  owner  in  terms  of  de- 
sign, cost  and  performance.  This 
result  is  called  a  "Total  Plant  Fa- 
cility System." 

AUSTIN  ENGINEERING-ECONOMIC 
CONSULTING  SERVICES 

Austin  offers  these  services,  indi- 
vidually, or  in  any  combination  as 


a  corollary  to  its  design,  engineer- 
ing and  construction  services  for 
industrial,  commercial  and  institu- 
tional facilities. 

Facility  Analyses 

Feasibility  Studies 

Site  Evaluation,  Selection    ' 

and  Planning 
Land  Development  Planning 
Plant  Utility  Analyses 
Material  Handling  and 

Distribution  Studies 
Project  Finance  Planning 

For  further  information,  please 
write,  wire  or  teletype: 


THE  AUSTIN  COMPANY 

Designers  -  Engineers  -  Builders 

GENERAL  OFFICES:  36SO  Mayfleld  Road,  Cleveland,  Ohio  44121 
Telex:  810-421-8540 
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"With  all  thy  getting  get  understanding' 


Fact  and  Comment 


NO   INFORMATION   VS.   FULL   INFORMATION 


Many  corporate  managements  and  a  lot  of  security  ana- 
lysts have  reacted  with  much  fuming  and  even  more  fum- 
bling to  the  Texas  Gulf  Sulphur  decision  and  the  SEC's 
actions  against  trading  on  inside  information. 

I  don't  know  why  everyone  is  in  such  a  hot  sweat  over 
these  two  things.  The  one  has  been  illegal— and  damned  well 
properly  so— for  over  30  years  and  no  good  Wall  Street  firm 
has.  or  could  last  long  in  business  purely  on  the  basis  ot 
having  continuous,  widespread  and  exclusive  access  to  "in- 
Side''  information. 

The  initial  reaction  of  some  managements  that  these  ac- 
tions meant  tliey  could  no  longer  talk  to  any  publications  or 
an)  analysts  was— is— asinine.  Such  sour  silliness  is  quite  the 
reverse  ot  what  was  intended.  The  point  and  purpose  ol 
the  laws  and  regulations  regarding  information  for  investors 
is  just  that— to  see  that  investors,  all  investors  can  have 
access  to  all  corporate  facts  that  air  t  icts. 

Anabsts  are  not  deprived  of  the  tools  of  their  trade.  By 
definition  and  in  fait,  the  well-paid,  highly  prized  analyst 
is  well  paid  and  highly  prized  because-  he  can  analyze  the 


facts  and  the  future  with  a  background  of  information,  plus 
insight  and  foresight. 

Getting  an  exclusive  tip  from  the  treasurer  or  the  head 
accountant  of  a  major  firm  about  a  drop  or  a  spurt  in  profits 
for  a  quarter  is  ot  course  a  sheer  delight,  a  delightful  short- 
cut For  an  anabst;  but,  let's  face  it,  it  constitutes  nothing 
more  than  an  accurate  "hot  tip"  and  is  about  as  related  to 
the  normal  operation  of  an  analysis  and  forecast  as  bugging 
the  executive  offices  of  a  competitor  is  to  the  normal  con- 
duct of  business  in  a  competitive  economy. 

The  new  climate  isn't  really  new  and  certainly  should 
have  a  directly  opposite  effect  than  some  seem  to  think. 
Instead  of  diving  up  the  information  sources  in  publich 
held  companies,  wise  managements  will  quickly  realize 
there  is  a  higher  premium  than  ever  on  opening  up  such 
sources.  Analysts  can  spend  less  time  wining  and  dining, 
cajoling  and  conspiring  to  get  exclusive  inside  dope,  and 
more  time  doing  what  in  the  long  run  and  for  the  most 
part  is  their  business— analyzing  companies  and  industries 
and  the  economy's  prospects. 


STOL  FOLDEROL 


When  Eastern  Air  Lines  introduced  its  new  McDonnell- 
Douglas  STOL  (short  take-off  and  landing)  aircraft,  the 
.accompanying  fanfare  would  tend  to  make  the  unthinking 
think  that  this  novel  aircraft  would  contribute  appreciably 
to  lessening  air  problems  in  major  cities,  or  in  some  other 
way  make  downtown  urban  centers  more  available. 

How0 

Just  imagine  how  many  of  these  64-passenger  planes 
would  be  needed  to  move  even  1%  of  the  people  who  travel 
between  Kennedy  Airport  and  Manhattan,  or  Chicago's 
O'Hare  Airport  and  the  Loop,  or  Los  Angeles  Airport  and 
Pershing  Square.  Instead  of  lessening  air  traffic  this  "ad- 
vance," if  the  numbers  multiplied,  would  simply  compound 
the  air  traffic  problem  in  big  city  areas. 

STOL  obviously  has  its  uses. 

But  none  of  them  has  anything  to  do  with  lessening  pre- 


sent air  transportation  problems  and  the  need  for  new  air- 
ports away  from  city  centers. 

Only  rapid  rails  can  do  that. 

Do  you  suppose  one  day  someone  who  sees  this  simple 
truth  will  be  in  a  position  to  start  the  ball  rolling? 
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THE  POSITIVE  APPROACH 


Time  was  when  U.S.  Steel  spoke  intelligently,  firmly  and 
in  a  voice  thai  was  heard  with  respect  not  only  by  its  indus- 
h\  but  l)\  tlic  rest  ol  the  business  comrnunity,  by  politicos 
and  by  the  general  public. 

It  wasn't  its  size  that  gave  this  voice  timbre,  but  the  sense 
of  what  it  had  to  say. 

Somehow  this  spokesman  no  longer  is.  It  apparently  lias 
never  recovered  from  the  unprecedented  pulverizing  it  took 
six  years  ago  bom  the  Kennedy  Administration  over  an 
attempted  price  increase. 

Most  often  in  current  times,  steel's  best  voice  comes  from 
Bethlehem.  The  men  running  that  company  don't  seem  to  be 
afraid  to  deal  with  some  ot  the  industry's  stickier  problems. 
For  instance,  in  this  advertisement  (right)  they  tackle  head 
on  the  enormous  problem  of  pollution  and  their  share  in  it. 

Says  Bethlehem  in  this  advertisement: 

HERE'S  HOW  WE  REDUCE  AIR  POLLUTION 

Bethlehem  Steel  has  invested  $120-million  in  pollution- 
control  equipment  in  the  last  20  scars.  And  we  expect  to 
spend  many  more  millions  in  the  years  ahead  to  equip  our 
plants  with  systems  that  will  equal  or  exceed  government 
requirements. 

Our  objective  is  quite  simple,  We  want  to  he  a  good 
neighbor  wherever  we  operate.  And  our  efforts  to  keep  the 
environment  clean  is  one  way  we  do  our  part. 


Simple.  Straightforward.  Effective. 

Not  only  is  it  good  public  relations  but  I  should  think  it 
would  help  to  sell  steel— Bethlehem  steel. 


HERE'S  HOW 
WE  REDUCE 
AIR  POLLUTION 


ALL-OUT  PLUG 


M)  addictions  don't  include  TV,  Except  for  newscasts, 
occasional  documentaries  or  a  sports  event,  I  can  be  in  the 
same  room  with  the  tube  going  loud  and  clear  and  neither 


see  nor  hear  it— an  art  quite  necessary  to  any  man  with  wife 
and  young. 

But  there's  one  show  that  takes  precedence  over  anything 
and  everything  else  in  our  home.  When  it's  on  we  dine  by 
the  kitchen  TV  so  no  one  has  to  miss  a  minute  of  it.  If  you 
have  never  seen  "Rowan  and  Martin's  Laugh-In,"  do  so. 
Vs  (he  saying  goes  in  some  circles  these  days,  it'll  blow  your 
mind.  If  you  blink  your  eyes  or  laugh  too  loud,  you'll  miss 
at  least  half-a-dozen  quick  bits  of  wacky  wit. 

Turn  it  on,  tune  it  up  and  see  if  you  don't  agree. 


MAITRE   D's   WHO  DON'T 

Man)  maitre  d's  gel  so  Full  of  themselves  they  forgel  to 
sec  that  their  hungr)  customers  arc  served.  Under  such 
circumstances  the  custon  ••  usually  have  had  more  than 
enough  before  the)  get  fed  one  might  say,  if  one 

were  tempted  to  pun. 


GOODBYE 

When  a  man  with  ability  at  his  job  gets  to  thinking  he 
can't  be  done  without,  he's  really  on  his  way. 
Out. 

— Malcolm  S.  Forbes, 

Editor-in-Chief 


"Identical  twind' aren't 
always  identical 

At  first  glance  they  look  identical. 
But  a  closer  look  shows  you  they're 
not  exactly  alike. 

Used  to  be  the  same  way  with  bricks. 

Have  you  ever  tried  matching  the 
bricks  for  your  new  addition  to  the 
color  of  the  bricks  on  your  old  building? 
It  was  impossible  until  one  of  the 
country's  leading  brick  manufacturers 
asked  our  Swindell-Dressier  division 
to  help. 

They  solved  this  problem  by  designing, 
engineering  and  supervising  the 
construction  of  an  automated  brick 
making  plant  that,  for  the  first  time, 
provides  such  critical  control  from 
start  to  finish  that  colors  can  be 
perfectly  matched  years  after  the 
original  building  is  erected. 

A  small  achievement?  Not  if  you're 
in  the  brick  business  because,  besides 
solving  the  color  problem,  this  new 
plant  just  happened  to  cut 
manufacturing  costs  as  much  as  30%. 

Solving  the  "impossible"  problems  of 
basic  industry  is  our  specialty.  The 
capabilities  of  the  various  divisions 
of  Pullman  Incorporated  range  from 
engineering  and  building  sea  ports, 
air  ports,  steel  mills  and  petrochemical 
plants  to  building  and  leasing  entire 
fleets  of  rail  cars. 

If  you  have  an  "impossible"  problem 
you'd  like  to  see  solved,  put  us  to 
work  on  it.  We'll  take  it  apart  brick  by 
brick  to  find  a  profitable 
solution  for  you. 

Pullman  Incorporated 

300  South  Michigan  Avenue,  Chicago,  Illinois  60604 

Engineering / Construction  Divisions 

THE  M.  W.  KELLOGG  COMPANY 
SWINDELL-DRESSLER  COMPANY 

Transportation  Equipment  Divisions 

PULLMAN-STANDARD 
TRAILMOBILE 
TRANSPORT  LEASING 


CNA  introduces  help. 


The  pressure  is  on  American  business. 
Pressures  to  earn  more,  produce  more 
and  spend  less.  And  keep  up  with 
political  and  social  changes,  as  well  as 
the  avalanche  of  advances  coming  from 
science,  industry  and  marketing. 

This  means  that  every  dollar  has  to  be 
working  for  you.  And  working  where  it 
does  the  most  good.  And  that's  tough. 
Especially  tough  if  you  don't  use  all  your 
resources. 

Like  insurance.  Surprised?  Don't  be. 

It's  time  American  business  stopped 
looking  at  insurance  as  a  necessary  evil. 
You  can't  afford  to.  It  has  to  be  an  integral 
part  of  your  financial  operation. 

CNA  has  developed  several  insurance 
systems  that  do  just  that.  Systems  that 
make  insurance  work  for  you,  like  raw 
materials  and  labor  costs. 

They're  based  on  risk  management,  but 
with  a  difference.  CNA  integrates  them 
into  the  entire  financial  system  of  your 
company  .  .  .  with  a  view  toward  your 
corporate  goals,  operating  policies, 
resources  and  profitability. 


CNA  insurance  systems  come  in  many 
different  varieties  and  kinds:  accident, 
health,  fire,  casualty  and  life.  Often  as  not 
the  most  unimportant  thing  they  can  do 
for  you  is  reduce  the  amount  of  money 
you  spend  on  insurance. 

With  CNA's  insurance  systems  you 
can  hire  and  keep  key  personnel.  You  can 
predict  profitability,  pinpoint  high  risks. 
Even  reduce  the  expense  account 
loading.  All  this  means  lowering  your 
cost  of  doing  business. 

Beginning  to  see  how  the  pressure 
could  lift?  For  more  information  on 
CNA's  insurance  systems,  contact  your 
insurance  agent  or  write  to  us  at  the 
address  below.  Say  help.  We'll  know 
what  you  mean. 


a  '"CNMnsurance  service 

DEPT  18WZ  •  310  S  MICHIGAN  AVE  ■  CHICAGO.  ILL.  60604  •  CONTINENTAL 
CASUALTY  CO.  •  CONTINENTAL  ASSURANCE  CO.  •  AMERICAN  CASUALTY  CO. 
NATIONAL  FIRE  INSURANCE  CO.  OF  HARTFORD  •  TRANSCONTINENTAL  INSURANCE  CO. 
TRANSPORTATION  INSURANCE  CO.  •  VALLEY  FORGE  INSURANCE  CO  ■  VALLEY 
FORGE   LIFE    INSURANCE  COMPANY  >CNfKFINf1NCIRL  CORPORATION 


You  lo  a  whole  lot 

:  it. 

Because  the  secret  of  making 
money  in  this  busy  world  is  to  keep  it 
working. 

Which  means  keeping  as  little 
money  as  possible  tied  up  in  owning 
equipment. 

GATX  knows.  We've  been  able  to 
help  American  business  save  millions 


through  our  tank  car,  freight  car  and 
terminal  leasing  operations  over  the 
past  70  years. 

Now,  through  our  new  subsidiary, 
GATX/Boothe,  we  can  use  that  experi- 
ence to  help  you  lease  just  about  any 
major  piece  of  industrial  or  transpor- 
tation equipment  you  can  name. 

For  example,  we  recently  leased 
two  Douglas  stretch  DC  8's  and  a 
string  of  freight  cars,  and  are  currently 
arranging  leases  on  six  Boeing  737 
jet  transports. 


So  let  General  American 
Transportation  Corporation  tell  you 
about  leasing  and  help  you  keep  yc 
money  earning  for  you. 

We'll  show  you  how  to  do  bette 
without  your  Ail-American  dollars. 

GATX 


The  Ail-American  dollar.  You  can  do  without  it. 


Forbes 


A  New  Kind  of  Housing  Market? 

Major  U.S.  corporations  have  been  moving  into  real  estate  for  half  a  de- 
cade or  more.  But  now  there's  something  new:  They're  concentrating  on  the 
housing  segment— both  as  a  market  and  as  an  investment.  Here's  why. 


Homebuilding  is  a  bigger  industry 
than  autos— $22  billion  last  year  vs.  $16 
billion  for  autos.  Automaking  is  con- 
centrated in  a  few  powerful  hands  and 
is  highly  efficient.  But  homebuilding 
is  a  fragmented  industry  and  almost 
unbelievably  inefficient  and  overcosth, . 
it  uses  virtually  none  of  the  available 
tools  of  automation,  standardization  or 
sWrmv  analysis. 

The  only  really  big  company  in  the 
industry  is  Levitt  &  Sons,  now  part 
of  ITT:  Levitt  does  one-fifth  of  1%  of 
the  total  industry  volume.  The  ten  top 
builders  combined  do  only  1%. 

One  reason  for  this  is  that,  with  ex- 
isting methods,  there  are  tew  real  econ- 
omies ot  scale.  Federal  Reserve  Board 
(ii>\  emor  Sherman  J,  Maisel,  one  of  the 
nation's  top  housing  experts,  estimates 
that  maximum  possible  economies  of 
scale  would  be  in  the  12%  to  13V  range, 
and  these  wouldn't  be  enough  to  pay 
the  management  costs  involved  in  a 
reaDy  big  organization. 

Regardless,  major  American  corpora- 
tions are  taking  dead  aim  at  the  home- 
building  industry.  They  include,  among 
others:  ITT,  of  course,  Westinghouse 
Electric,  Kaiser  Industries,  Boise  Cas- 
cade, Jones  &  Laughlin  Steel,  Gulf 
Oil.  There  are  others.  American  Stand- 
ard, Crane  Co.  and  Borg-Warner  are 
making  whole  rooms,  and  traditional 
building  material  suppliers  as  well  as 
mobile  home  builders  are  actively  ex- 
ploring broader  perspectives. 

They  are  doing  so  for  two  major 
reasons. 

The  first  and  probably  the  most  sig- 
nificant is  the  Housing  and  Urban  De- 
velopment Act  of  1968  (See  box,  p.  28). 

This  act— rather  like  the  Full  Em- 
ployment Act  of  1946  at  the  time  it 
was  passed— did  not  attract  major 
newspaper  headlines.  Like  the  Full 
Employment  Act,  it  should  have.  If  the 
housing  act  works  the  way  its  sponsors 


intended,  it  should  eliminate  any  pos- 
sibility of  recession  in  the  U.S.  for  at 
least  a  decade.  Equally  or  even  more 
important  it  would  make  a  major  dent 
in  the  problems  of  the  slums. 

It  is  designed  to  pump  $2  billion  in 
government  money  into  housing  devel- 
opment every  year  for  the  next  ten  and 
thus  stimulate  20  times  that  amount 
of  annual  private  spending.  The  object 
is  twofold:  1)  to  treble  the  nation's 
mortgage  outlays  on  housing,  from  last 
year's  $22  billion  to  over  $60  billion  a 
year;  2)  to  open  the  possibility  of  bet- 
ter housing  for  families  in  the  $3,000-a- 
year  to  $8,000-a-year  bracket. 

The  housing  act  is  half  of  the  equa- 
tion. The  other  half  involves  technol- 
ogy and  union  opposition  to  it.  Without 
better  technology,  money  or  no,  the 
demand  for  low-cost  housing  simply 
cannot  be  filled.  There  simply  is  not 
enough  land  nor  enough  skilled  labor 
to  give,  everybody  a  handbuilt  frame 
house  on  an  open  lot. 

Homes  from  the  Factory 

Says  Rex  S.  Garrett,  president  of 
Westinghouse's  newly  formed  subsid- 
iary, Urban  Systems  Development 
Corp.,  "We're  talking  about  housing 
that  costs  $20,000  and  less  per  unit. 
That's  where  government  money  is 
and  that's  where  the  problems  are.  Six 
hundred  thousand  units  more  a  year? 
The  building  industry,  the  building 
codes,  the  unions  as  we  know  them 
today  just  cannot  handle  this.  Look  at 
the  signs  around  town:  'Carpenters 
urgently  needed.' " 

Westinghouse  is  building  a  housing 
project  in  Montgomery  County,  Md. 
adjacent  to  Washington,  and  has  14 
other  projects  in  line  on  the  drawing 
boards.  Most  of  the  units  will  be  fac- 
tory built.  Factory-built  houses?  Yes. 
A  company  puts  together  living  mod- 
ules, sometimes  completed  down  to  the 


pictures  screwed  onto  the  wall,  in  an 
assembly-line  process  in  a  plant.  The 
finished  room  modules  are  then  ship- 
ped out  to  the  building  sites. 

An  immediate  saving  in  all  this  is  the 
fact  that  $3.44-an-hour  assembly  line 
labor  is  used.  Not  the  $5.52-an-hour 
members  of  the  so-called  craft  unions 
at  the  building  sites.  Consultant  Steven 
M.  Haines,  former  editor  of  Automa- 
tion in  Housing  Magazine  and  now 
with  Smolkin-Siegel  Corp.  in  New  Or- 
leans, estimates  that  labor  is  30%  to  33% 
of  the  cost  of  a  "conventional"  house. 
"Factories  think  they're  not  doing  well 
if  they  let  the  labor  factor  get  up  to 
10%  of  cost,"  says  Haines. 

Haines'  view  is  seconded  by  Ken- 
neth Cross,  vice  president  of  Universal 
Homes,  which  is  the  homebuilding 
division  of  Aluminium  Co.  of  Canada 
Ltd.,  the  largest  homebuilder  in  Can- 
ada. Cross  explains  that  Alcan  started 
five  years  ago  to  build  homes  and  built 
them  then  at  $25,000  to  $26,000  per 
home.  Now  Alcan's  typical,  conven- 
tionally built  home  costs  $34,000.  "Our 
market  is  the  middle-income  group 
and  the  upper  portion  of  that.  Those  of 
moderate  income  find  it's  getting  too 
rich  for  their  budget,"  says  Cross.  So 
Alcan  has  recently  opened  a  plant  in 
Woodstock,  Ont.  to  turn  out  5,000 
factory-built  homes  per  year.  These, 
depending  on  land  cost,  will  go  for 
$16,000  to  $21,000.  They  will  be  fully 
applianced,  fully  furnished  homes— the 
three-and  four-bedroom  variety.  What 
has  been  saved  in  the  plant?  Answers 
Cross:  "Residential  construction  is  one 
of  the  most  wasteful  industries  by  its 
very  nature.  There  is  material  waste 
and  labor  waste."  In  a  plant,  of  course, 
skilled  and  expensive  craftsmen  do  not 
stand  idly  by  waiting  for  materials  to 
arrive. 

What  of  U.S.  cities  and  suburbs 
where  the  need  for  the  low-cost  hous- 
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really  lies?  What  about  old-fash- 
,■  jed  union  rules  and  union-inspired 
building  codes?  There  are  signs  that 
the  very  need  is  bowling  over  the  old 
wax  s.  Chicago  is  typical  of  the  big  city 
with  local  codes  and  strong  unions. 
But,  Chicago  also  has  a  need  for  2,000 
low-cost  living  units  a  year.  There,  a 
new  corporation  has  been  formed  to 
produce  low-cost  housing  in  a  plant. 
The  company  is  owned  one-third  by 
the  Chicago  Housing  Authority,  one- 
third  by  the  building  trades  unions 
themselves  and  one-third  by  industry, 
led  by  Chicago's  big  building-materials 
supplier,  U.S.  Gypsum. 

U.S.  Gypsum's  problems  are  the  key 
to  the  revolution  in  housing.  The  com- 
pany sells  a  large  volume  of  inexpen- 
sive materials  to  the  homebuilding 
industry.  The  problem  is  that  its  dollar 
volume  in  any  project  is  low.  The  high 
cost  items  in  a  house  are  the  gut— the 
appliances,  the  fixtures,  electrical  wir- 
ing, plumbing,  heating,  furnishings— 
not  the  shell.  USG  traditionally  made 
what  went  into  the  walls  and  ceilings, 
the  inner  shell.  Naturally  it  would  like 
to  get  into  the  high  ticket  business. 
Following  its  experiences  rehabilitating 
slum  housing  in  New  York,  Cleveland, 
Chicago  and  elsewhere,  USG  is  in- 
terested in  changing  its  traditional 
product  orientation  to  a  housing  sys- 
tems operation.  It  would  be  receptive 
therefore  to  a  joint  venture  with  a 
maker  of  some  of  the  higher-ticket  in- 
terior equipment. 

What  about  the  unions?  At  the  mo- 
ment, their  artifically  high  wage  rates 
and  tcatherbedding  practices  are  hold- 
ing back  efficient,  low-cost  homebuild- 
ing.   However,   the   virtual   monopoly 


held  by  the  old-fashioned  craft  unions 
may  be  in  the  process  of  being 
breached.  The  largest  factor,  so  far,  in 
assembly-line  housing  are  the  old  mo- 
bile-home builders:  Guerdon  Indus- 
tries; National  Homes,  and  Diveo- 
Wayne,  now  a  subsidiary  of  Boise 
Cascade  Corp.  The  plant  workers  in 
mobile-home  assembly  lines  are  mem- 
bers of  Walter  Reuther's  powerful 
United  Auto  Workers.  When  a  mobile- 
home  builder  switches  into  making 
room  modules  that  are  not  mobile,  the 
UAW  goes  right  along  with  him.  Re- 
cently in  Cleveland  the  National  Labor 
Relations  Board  decided  against  a  car- 
penters' local  which  tried  to  oust  the 
UAW  from  a  housing-module  factory. 

There  is  another  strong  possibility. 
In  the  fairly  near  future,  it  may  be  pos- 
sible to  persuade  the  craft  unions  to 
accept  prefabrication  and  efficient 
work  practices  in  exchange  for  agree- 
ments in  housing  guaranteeing  jobs 
for  existing  union  members.  This  was 
the  way  the  coal  industry  got  the  right 
to  automate.  And  the  railroads  are 
trying  the  same  thing.  This  won't  be 
difficult  if  a  real  housing  boom  de- 
velops. Without  such  agreements,  the 
unions  will  be  a  bottleneck  and  be- 
come the  target  of  even  more  wide- 
spread resentment  than  they  are  today. 

The  technology  is  already  here,  if 
only  it  can  be  used.  Living  modules, 
after  being  manufactured  and  shipped, 
can  be  inserted  or  stacked  up  in  a 
shell  made  out  of  concrete,  steel  or 
what  have  you.  So  Jones  &  Laughlin 
Steel  recently  entered  the  field.  J  &  L 
will  put  up  steel  shells,  allowing  the 
new  module  manufacturers  to  stack 
their  wares  inside. 


Modular  methods  substitute 
newer  materials  and  efficient 
factory  labor  for  obsolete  meth- 
ods, older  materials  and  high- 
priced  inefficient  craft  labor. 
Only  thus  can  skyrocketing  con- 
struction costs  be  moderated. 


A  LANDMARK 


Most  thinking  Americans  are  strong 
believers  in  free  enterprise.  So  much 
so  that  when  it  does  become  neces- 
sary for  government  participation  in 
the  economy,  the  Government  usu- 
ally prefers  to  do  it  through  free  en- 
terprise and  rarely  if  ever  uses  the 
word  "subsidy."  When  it  helps  farm- 
ers, the  payments  are  disguised  as 
"crop  loans  To  encourage  the  find- 
ing of  oil,  the  U.S.  Government 
gives  depletion  allowances.  When  it 
came  rime  to  ul  "lize  housing, 
other  than  out-and  out  ome 

housing,  again  the  Government  left 
the  job  to  fr< 
free  enterpi  is 

direct  subsidies.  One  most 

effective  was  thi 

anteed  mortgage  dec- 

ades  aftei    World 

keep  rates  down,  and 
get    over    their    Great     ■ 


induced  psychosis  about  mortgage 
loans. 

But,  with  interest  rates  way  up 
and  likely  to  stay  way  up,  these 
guarantees  are  no  longer  very  effec- 
tive. Neither  do  they  help  the  poor- 
er segments  of  the  population, 
which  need  help  the  most. 
Enter  the  new  housing  act. 
"This  act,"  says  a  Congressional 
staff  member,  "is  like  an  iceberg. 
There  is  more  to  it  than  meets  the 
eye." 

The  act,  if  it  works,  will  provide 

tremendous  leverage  to  the  housing 

industry,  stimulating  the  outlay  of 

about  20  private  dollars  for  every 

nt   dollar  spent.   It  would 

this  way  because  most  of  the 

rnt  money  will  be  applied 

he    most     sensitive    spot:     the 

■    of  capital. 

Uy.  the  Government  will 


subsidize  interest  payments,  thus 
making  housing  capital  cheap  and 
in  turn  making  investment  in  hous- 
ing profitable. 

The  key  section  provides  that  the 
Government  will  make  up  the 
monthly  difference  between  what  a 
low-income  family  can  afford  and 
what  money  would  cost  him  or  his 
landlord  on  the  capital  market.  It 
generally  applies  to  families  earning 
under  $7,000  a  year.  It  figures  they 
cannot  afford  more  than  20$  of  their 
income  for  mortgage  payments  and 
taxes.  Everything  over  this  20%,  the 
Government  will  pay  directly  to  the 
lender.  The  down  payment  will  be 
as  low  as  $200. 

Subsidies?  Yes,  but  well  within 
the  framework  through  which  Con- 
gress has  for  decades  subsidized 
agriculture,  the  search  for  oil  and 
housing  itself. 
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The  implications  of  modular  hous- 
ing are  great  for  the  appliance  and 
plumbing-fixture  manufacturers.  The 
manufacturers  could  get  cut  out  if  the 
fabricators  of  housing  units  start  do- 
ing business  directly  with  those  who 
make  entire  kitchens  and  bathrooms— 
instead  of  those  who  just  sell  individ- 
ual refrigerators  or  bathtubs.  Crane  Co. 
and  American  Standard  have  experi- 
mented with  building  whole  bath- 
rooms, and  Borg-Warner  has  a  kitchen- 
bathroom  module  for  slum  rehabilita- 
tion use. 

"We  surveyed  bathroom  costs  around 
the  country,"  says  Norman  B.  Tudel- 
son,  marketing  manager  ot  American 
Standard  Inc..  "and  found  they  range 
from  $100  to  $400  because  of  the  dif- 
ferent wages,  materials  available  and 
building  codes.  We're  going  to  knock 
out  these  variables  and  cut  out  the  big 
labor  costs.  .  .  .  We  think  a  bathroom 
will  be  the  same  as  any  other  appli- 
ance. Why  can't  a  bathroom  be  plugged 
in  or  pulled  out  just  the  way  you  do 


There  have  been  so  many  false 
alarms  about  "impending  revolu- 
tions in  homebuilding"  that  few 
people  take  them  seriously.  Radical 
change  is  inevitable,  however,  and 
seems  to  be  netting  closer.  HUD  has 
an  "In-City"  experimental  housing 
program  headed  up  by  Thomas  I". 
Rogers,  director  of  the  Department's 
Office  of  Urban  Technology  &  Re- 
search. The  program  is  aimed  at 
finding  ways  to  reduce  the  cost  of 
low-income  housing  units.  The  In- 
City  project  will  tackle  the  housing 
problems  ot  some  20  Mode!  Cities. 
It  will  do  so  on  a  small  "test-tube" 
scale,  to  identify  and  analyze  in  de- 
tail the  barriers  to  the  rapid  con- 
struction of  new,  innovative  low- 
cost  housing. 

Rogers  is  enthusiastic:  "What  we 
will  do  now  that  we  have  a  research 
program  in  the  country  is  to  experi- 
ment with  certain  things  in  those 
areas  where  the  people  will  be  will- 
ing to  see  experiments  carried  on, 
and  then  we  will  observe  what  we 
experience.  And  we  will  publish  and 
disseminate  the  information  very 
widely  and  encourage  all  of  the  cit- 
ies that  would  expect  to  be  building 
a  large  amount  of  housing  to  take 
advantage  of  these  advances.  Most 
of  these  men  are  honest  and  compe- 
tent, but  they've  got  to  have  facts, 
experience  to  draw  upon,  and  that's 
what  we  believe  the  role  of  the  fed- 
eral government  should  be,  to  en- 
courage the  political  climate  by  ex- 
ample and  by  fact." 


a  stove,  a  washing  machine  or  a  re- 
frigerator?" Standard  is  supplying  the 
air-conditioning  and  heating  units  for 
Kaiser  Industries  in  a  HUD  design 
contract  Kaiser  holds  for  20,000  hous- 
ing units  in  different  localities. 

Hot  Words 

There  are  still  obstacles.  Westing- 
house  and  American  Standard  have 
both  heard  hot  words  from  old  cus- 
tomers who  now  fear  them  as  "new 
competitors."  And,  the  old,  foot-drag- 
ging building  codes  and  labor  resent- 
ment have  not  gone  away.  Crane  has 
nin  into  local  code  resistance  in  trying 
to  sell  its  fiberglass  bathroom  module. 
Consumer  resistance  to  the  idea  of  a 
"plastic"  bathroom  hasn't  helped  ei- 
ther. Borg-Warner's  steel-walled  mod- 
ules would  be  too  costly  for  any  but 
high-rise  apartment  building  use.  B-W 
also  awaits  a  go-ahead  on  their  use 
from  FHA  and  local  authorities.  Boise 
( lascade,  one  of  the  leaders  in  the  new 
field,    attributes    building    code    and 

THE  INSUL  TS  ARE  INFINITE' 

The  task  won't  be  an  easy  one. 
Rogers  himself  points  out,  "The 
simple  fact  of  the  matter  is  that 
we're  dealing  here  with  an  extreme- 
ly complex  national  situation  in 
which  economic  forces,  architectural 
forces,  labor  forces,  federal,  state 
and  local  governments,  all  of  these 
bear  some  important  responsibility 
for  advancing  the  whole.  I  came  in 
with  a  fresh,  uncluttered  mind  fif- 
teen months  ago,  and  I've  listened 
to  the  labor  unions  talking  about  the 
industry  and  wept  for  them.  I've 
listened  to  the  industry  talk  about 
the  labor  unions  and  wept  for  them. 
There's  a  lot  to  be  said  for  both 
sides." 

Says  the  vice  president  of  re- 
search at  one  of  the  world's  largest 
research  laboratories,  "The  insults 
that  you  get  to  science  and  tech- 
nology in  these  building  codes  are 
sort  of  infinite.  Plastic  pipe,  for  in- 
stance, is  less  expensive  and  as 
serviceable  as  cast  iron  pipe.  It  is 
used  in  most  rural  areas  in  most 
foreign  countries,  but  it  isn't  al- 
lowed by  the  building  codes  of  most 
of  our  biggest  cities." 

"These  laws  are  written  by  city 
councils  under  the  political  influ- 
ences present  in  those  cities,"  ex- 
plains William  D.  Eberle,  president 
of  American  Standard  and  once 
majority  leader  of  the  Idaho  legisla- 
tive assembly.  "They're  the  pressure 
groups— the  trade  unions,  the  peo- 
ple who  put  lead  into  cast  pipes,  the 
people  who  put  tile  on  the  walls,  the 


union  obstacles  as  the  cause  of  the  fact 
that  sales  of  pre-fab  homes  are  rising 
only  half  as  fast  as  sales  of  mobile 
homes,  which  are  soaring  along  with  a 
38%  a  year  increase.  Codes  and  labor 
hold  back  pre-fab  development.  They 
do  not  hold  back  the  less  restricted 
mobile  homes. 

Even  Levitt,  the  No.  One  home 
builder  is  going  modular.  After  wring- 
ing all  the  cost  saving  it  could  out  of 
conventional  construction,  Levitt  will 
soon  move  into  high-rise  building,  us- 
ing modular,  low-cost  construction 
methods.  Says  Charles  L.  Biederman, 
Levitt's  vice  president  for  Design  and 
Planning:  "If  we  intend  to  expand  at 
a  rate  we  would  be  satisfied  with,  we 
have  to  use  manufactured  housing." 

Predicts  John  Slayter,  a  leading  con- 
sultant on  assembly-line  housing  de- 
sign, "In  10  years  you're  going  to  see 
GM-sized  companies  involved  in  the 
housing  industry.  This  is  something 
we've  never  had  before."  Sensing  this, 
big  industry  is  lining  up  for  the  race.  ■ 


manufacturers— the  political  forces 
of  all  sides."  Recently  it  took  the 
City  of  Detroit  more  than  a  year 
to  be  convinced  of  the  merits  of  a 
new  way  of  using  concrete,  long 
since  approved  by  the  FHA,  which 
will  be  used  to  build  17  low-income 
housing  units. 

HUD's  Rogers  is  pinning  his 
hopes  on  the  sheer  enormity  of  the 
task.  The  new  housing  act,  passed 
just  two  months  ago,  calls  for  the 
construction  of  26  million  housing 
units  in  all  over  the  next  ten  years, 
or  2/2  million  a  year— an  expenditure 
of  $875  billion  in  public  and  private 
funds.  "All  of  a  sudden,"  Rogers 
points  out,  "many  people  who  were 
concerned  about  preserving  their 
own  positions  in  a  smaller  market 
now  are  faced  with  a  complete  re- 
versal. Now  they  must  gear  them- 
selves up  to  meet  a  much  larger 
federally  supported  market.  It  en- 
courages a  lot  more  competition." 

But  will  these  solutions  offered 
by  the  In-City  program  be  enough 
to  surmount  the  power  of  the  labor 
unions  and  the  zoning  laws  and 
building  codes  of  more  than  10,000 
cities?  Rogers  is  betting  that  the 
power  of  the  dollar  will  do  the  trick. 
"That's  why  we're  not  trying  to  in- 
fluence the  local  law  or  the  local 
practice  directly.  We  will  do  it  by 
example,  and  by  creating  a  bigger 
and  more  competitive  market.  I 
don't  like  to  fall  back  on  rhetoric, 
but  that,  after  all,  is  in  the  Ameri- 
can tradition." 
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The  Takeover  Trend 


There  was  the  fellow  who  boasted  he  had 
just  sold  his  dog  for  $50,000.  "In  cash?" 
asked  his  friend.  "Of  course  not,"  he  re- 
plied. "The  guy  gave  me  two  $25,000  cats." 


Not  that  many  of  the  companies  in- 
volved are  cats  and  dogs,  but  the  prin- 
ciple holds.  It  explains  one  of  the  most 
startling  things  on  the  coiporate  scene 
today:  The  growing  tendency  of  big 
companies  to  be  taken  over  by  smaller 
ones.  Xerox,  with  total  assets  of  $800 
million,  proposes  to  take  over  C.I.T. 
Financial,  whose  assets  are  four  times 
as  great.  Zapata  Off-Shore  Co.  (see 
p.  60)  proposes  taking  over  United 
Fruit,  which  is  close  to  five  times  as 
big  in  terms  of  assets.  Loew's  Theatres 
is  taking  over  P.  Lorillard,  almost  two 
times  bigger  than  is  Loew's.  Leasco 
Data  Processing  is  taking  over  Reliance 
Insurance,  over  seven  times  its  own 
size. 

If  the  Xerox-C.I.T.  merger  goes 
through,  C.I.T.  will  be  contributing 
about  half  of  the  merged  company's 
equity  capital  and  about  40%  of  its 
earnings.  Its  shareholders,  however, 
will  get  only  about  19%  of  the  merged 
company's  stock. 

Are  C.I.T.  stockholders  getting  short 
changed?  Not  at  all.  If  they  were,  they 
would  not  approve  the  deal.  Neither 
would  the  shareholders  of  other  com- 
panies swallowed  up  by  smaller  ones. 

How  does  this  work?  The  whole 
trend  is  really  quite  simple,  and  the 
Xerox-C.I.T.  merger  is  probably  the 
cleanest,  clearest  example.  Just  follow 
this  arithmetic. 


Xerox  is  offering  one  of  its  shares  for 
3%  C.I.T.  shares.  Xerox  has  22  million 
shares,  C.I.T.  has  19  million.  The 
merged  company  would  have  approxi- 
mately 27  million  shares,  81%  of  them 
held  by  veteran  Xerox  stockholders. 
Obviously  Xerox  is  the  dominant  part- 
ner. 

The  reason  Xerox  is  dominant  lies 
not  in  the  balance  sheet  but  in  the 
stock  market.  The  market  says  Xerox 
stock  is  worth  60  times  earnings.  It  says 
C.I.T.  is  worth  only  16  times  earnings. 
It  says  Xerox  is  worth  17  times  book 
value  and  it  says  C.I.T.  is  worth  only 
about  twice  book  value.  Thus  though 
they  have  approximately  equal  bal- 
ance-sheet values  (Xerox'  latest  book 
value  figure  was  $16.76,  C.I.T.'s 
$22.19)  and  earnings  that  are  fairly 
close  (Xerox  earned  $97  million  last 
year,  C.I.T.  $60  million),  their  stocks 
have  been  far  apart  in  value.  Just  be- 
fore the  merger  announcement,  Xerox 
sold  for  289;  C.I.T.  for  46. 

This  disparity  makes  Xerox  a  strong 
bidder  in  the  merger  market.  It  makes 
C.I.T.  a  potential  takeover  victim.  In 
mergers,  the  cold  judgment  of  the  mar- 
ketplace counts  far  more  than  does  as- 
sets or  earnings.  The  favored  company 
can  pay  the  acquired  company  a  good 
premium  over  market  price  and  still 
get  a  bargain  in  terms  of  earnings  and 
assets. 


Look  at  it  another  way.  Xerox  will 
be  trading  about  $4  in  book  value  to 
get  $22  worth  of  C.I.T.  book  value,  It 
will  be  trading  about  $1.14  in  earnings 
per  share  to  get  C.I.T.'s  $3  in  earnings. 

Yet,  in  ..spite  of  this  lopsided  arith- 
metic, C.I.T.  stockholders  will  end  up 
with  stock  worth  about  $71  a  share— a 
thumping  $24  more  than  its  market 
value  prior  to  the  merger  announce- 
ment. In  spite  of  everything,  they  will 
-come  out  way,  way  ahead.  Among  the 
big  gainers  will  be  C.I.T.'s  top  man- 
agement. At  latest  count  as  of  Jan.  1, 
C.I.T.'s  executives  held  options  for 
343,000  shares  at  prices  ranging  be- 
tween $28.63  and  $43.75.  If  the  merg- 
er goes  through,  they  could  end  up 
with  a  combined  stock-market  gain  of 
approximately  $10  million,  a  gain 
which  C.I.T.  on  its  own  probably 
couldn't  have  achieved  for  many,  many 
years. 

It  goes  without  saying  that  the 
Xerox-C.I.T.  is  more  than  simply  a  fi- 
nancial deal.  For  business  reasons,  too, 
it  makes  good  sense.  C.I.T.'s  two  prin- 
cipal financial  competitors,  Commer- 
cial Credit  and  Associates  Investment, 
have  recently  been  taken  over;  the 
former  by  Control  Data,  the  latter  by 
Gulf  &  Western.  For  all  its  size,  C.I.T. 
was  by  no  means  safe  from  tender  of- 
fers. By  going  with  Xerox  it  got  a 
prestigious  partner  as  well  as  one  of 
management's  own  choosing. 

There  are  some  interesting  fits  in  a 
business  sense.  C.I.T.  owns  Picker 
Corp.,  which  is  one  of  the  three  largest 
factors  (with  G.  E.  and  Westinghouse) 
in  the  X-ray  equipment  market.  It  is  a 
major  industrial  equipment  leasing 
company,  and  leasing  inevitably  in- 
terests an  office  machinery  company. 
Both  C.I.T.  and  Xerox  have  been  in- 
terested in  the  educational  field. 

But  there  can  be  little  doubt  that 
C.I.T.  would  have  chosen  to  remain 
independent  had  not  the  stock-market 
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in  mergers  and  acquisitions  is  for  smaller  companies  to  try  taking 

over 
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Here  are 

some  examples,  the  would-be 
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Company 

Control  Dais 
Commercial  Credit 

Assets 
, Millions 

S  465.4 
3,067.4 

Revenues 

$387.4 
317.0 

Net 

Income 

(Millions) 

$18.5 
27.2 

Income                Book  Value 
Per  Share               Per  Share 

$2.04             $22.47 
2.41               29.33 

Recent 
Price 

128 

593/s** 

Shares                   Market 
Outstanding               Value 
, Thousands — 

P/E 
Ratio 

63 
25 

8,999 
10,538 

$1,151.9 
625.7 

Leasco  Data  Proc. 
Reliance  Insurance 

74.2 
581.3 

14.4 
312.3* 

1.4 

14.2 

1.59               14.24 
3.24               50.14 

116 
97 

2,715 
4,713 

314.9 
457.2 

73 
30 

Loew's  Theatres 
Lorrillard  Corp. 

209.7 
375.3 

136.8 
565.0 

15.8 
31.0 

3.30                19.06 
4.67                31.76 

126 

69  Vt 

4,768 
6,503 

600.8 
450.3 

38 
15 

NVF  Company 
Sharon  Steel 

24.0 
192.3 

30.4 
183.8 

0.06 
3.1 

0.10               24.76 
1.87                60.49 

29  Va 
45% 

691 
1,655 

20.1 
75.1 

291 

24 

Riker  Video 
Standard  Kollsman 

12.7 
68.0 

8.3 
110.6 

0.2 
3.0 

0.36                 2.05 
1.30                12.60 

42 
25  Vi 

669 
2,377 

28.1 
60.6 

117 
20 

Xerox 
C.I.T.  Financial 

793.5 

11.9 

701.4 
395.4 

97.3 
60.2 

4.45                16.76 
2.95               22.19 

2763/4 
47% 

22,415 
19,147 

6,203.4 
907.1 

62 
16 

Zapala  Off-Shore  f 
United  Fruit 

398. 

36.3 
488.9 

5.0 
32.1 

3.53                6.19 
4.00               37.75 

80  Vi 
69  Vi 

3,073 
7,937 

246.6 
551.6 

23 

17 

Note:   All   financial  data  represents    ofest  fiscol 
Shipping  Co    recently  acquired  would  have  been 

i<eor. 
$26> 

'Premiums  written.    tAssets   and   revenues    including 
million  and  $161    million,   respectively.   "Month    and 

Paramount   Pacific   and   Anglo 
prior    to    merger. 

Norness 
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Xerox  President  C.  Peter  McColough 

logic  of  the  merger  been  so  powerful. 

Xerox-C.I.T.  is  a  clean  and  simple 
deal.  Most  of  these  takeovers,  however, 
are  much  more  complex  and  controver- 
sial. Xerox  was  able  to  buy  C.I.T.'s 
earnings  and  assets  cheaply  and  still 
give  C.I.T.  stockholders  a  good  deal. 
It  was  able  to  do  so  because  Xerox  was 
a  stock-market  favorite  and  C.I.T.  was 
not.  It  could  be  argued  that  Xerox 
stock  is  not  "worth"  the  price  at  which 
it  sells.  Or  that  C.I.T.  was  worth  much 
more  than  it  got.  But  the  argument  is 
academic. 

Little  wonder  that  so  many  little 
companies  are  getting  bold  ideas  about 
so  many  big  ones. 

But  in  many  of  these  recent  take- 
overs, the  acquirer  does  not  have  Xe- 
rox-quality stock  to  trade  with.  Nor  do 
all  die  deals  make  the  kind  of  business 
sense  that  Xerox-C.I.T.  does. 

In  acquiring  Reliance  Insurance, 
seven  times  its  size,  Leasco  Data  Proc- 
essing used  a  complicated  combina- 
tion of  preferred  stock  and  warrants. 
In  common  with  all  the  other  deals, 
this  one  was  possible  because  of  the 
disparity  in  market  values.  Reliance 
until  recently  sold  at  a  discount  from 
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its  book  value  and  at  about  13  times 
earnings.  Leasco  sold  at  69  times  earn- 
ings, over  7  times  book  value. 

The  Loew's  takeover  of  Lorillard 
Corp.  was  done  with  subordinated 
debentures  and  warrants.  Again,  the 
smaller  company  swallowed  the  bigger 
one,  because  the  smaller  company  was 
in  stock-market  favor:  Loew's  sold  at 
38  times  last  year's  earnings,  Lorillard 
at  14.  Thus  Loew's,  too,  could  pay  a 
premium  price  for  the  acquired  stock 
and  still  get  a  balance-sheet  bargain. 

Then  there  is  Victor  Posner. 

Victor  Posner  is  a  real-estate  man 
turned  conglomerate-maker.  He  con- 
trols a  number  of  smallish  companies, 
among  them  NVF  Corp.  NVF  former- 
ly was  National  Vulcanized  Fibre  and 
it  makes  vulcanized  fiber,  fine  papers, 
industrial-plastics  products  and  ma- 
terials-handling containers.  It  isn't 
much  of  a  company.  Its  sales  last  year 
were  $30  million  and  it  was  just  barely 
in  the  black.  Never  mind.  Under  Pos- 
ner, who  gained  control  early  in  1967, 
NVF  has  big  ambitions.  It  is  trying  to 
take  over  Sharon  Steel,  a  company 
whose  assets  are  about  eight  times 
those  of  NVF,  and  which  had  a  cash 
How  last  year  of  $11.4  million  vs.  NVF's 
$1.6  million. 

Posner  does  not  have  the  advantage 
that  Loew's  and  Leasco  and  Xerox, 
have,  that  is  a  well-known  stock  for 
trading.  The  current  market  value  of 
NVF's  present  capitalization  is  less 
than  one-third  that  of  Sharon.  But 
Posner  has  a  plan.  NVF  has  no  existing 
securities  that  command  high  prices  so 
it  will  create  some  new  ones. 

Here  is  the  deal  Posner  has  offered 
Sharon  stockholders:  For  each  Sharon 
share  they  will  get  $50  worth  of  NVF 
5%  debentures  plus  warrants  to  buy 
1/2  shares  of  NVF,  good  for  ten  years, 
at  approximately  the  current  market 
value.  In  place  of  Sharon's  $1.50  divi- 
dend, its  stockholders  are  thus  offered 
$2.50  in  interest— plus  the  highly  spec- 
ulative warrants  to  give  a  nice  specula- 
tive play  to  a  stock  which  previously 
had  little  appeal. 

What  are  these  securities  really 
worth?  They  are  worth  whatever  the 
stock  market  is  going  to  say  they  are 
worth.  And  in  the  present  overheated 
atmosphere,  the  chances  are  that  the 
warrants  will  have  considerable  value. 

The  debentures?  They  will  have  be- 
hind them  the  stock  that  Posner  is 
acquiring.  They  are  nothing  more  than 
I.O.U.s.  Moreover,  the  interest  cost  to 
NVF  will  be  nothing  like  $2.50  per  old 
Sharon  share.  As  interest,  it  is  deducti- 
ble from  taxable  income;  thus  the  net 
cost  to  the  company  will  be  only  about 
$1.25— less  than  Sharon  is  currently 
paying  out.  The  debentures,  too,  will 
probably  have  considerable  value, 
depending  in   part   on   conditions   in 


C.I.T.  Chairman  L.  Walter  Lundell 

the  money  market. 

Meanwhile,  Posner  will  get  control 
of  the  very  considerable  assets  of  Shar- 
on Steel;  for  the  old  stockholders  will 
lose  their  voting  rights.  Unlike  common 
stock,  the  debentures  and  warrants 
have  no  voting  rights. 

Posner  may  or  may  not  get  control 
of  Sharon.  Its  management  is  fighting 
his  offer  and  may  well  come  up  with 
a  better  one  from  someone  else.  But 
the  fact  remains  that  companies  like 
Sharon— high  on  assets  but  low  on 
growth— are  extremely  vulnerable  these 
days  to  takeovers  by  smaller,  more  ag- 
gressive managements. 

In  fact,  as  of  now,  the  trend  looks 
irresistible.  Some  of  these  deals  dis- 
cussed here  will  fall  through.  But  the 
corporate  world  is  full  of  big,  rich  com- 
panies whose  stockholders  have  very 
little  to  be  happy  about.  Unless  their 
managements  can  give  them  some 
growth  and  give  them  some  glamor, 
someone  from  the  outside  will. 

And  it  won't  do  beseiged  manage- 
ments much  good  to  talk  about  "value." 
Not  in  an  impressionistic  stock  market 
where  value,  like  beauty,  is  in  the  eye 
of  the  beholder.  ■ 
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The  Energy  Game 

Being  too  small  to  play  the  oil  game  in  a  big  way,  Kerr-McGee  decided 
to  become  an  energy  company.  Results  to  date:  most  impressive. 


Oklahoma  City's  Kerr-McGee  Corp. 
does  not  rank  among  the  oil  industry's 
truly  big  companies.  Its  assets,  $603 
million  at  last  count,  would  equal  only 
a  few  months'  cash  flow  for  Jersey 
Standard.  In  fact,  Jersey  Standard 
makes  as  much  profit  in  about  ten  days 
as  Kerr-McGee  does  in  a  whole  year. 

In  the  stock  market,  however,  where 
the  oils  have  been  mostly  mediocre  per- 
formers in  recent  years,  Kerr-McGee 
lias  been  a  standout.  Its  price  has 
more  than  tripled  over  the  past  five 
years  and  now  stands  around  120.  Its 
current  price  earnings  ratio,  26,  is  al- 
most twice  as  high  as  that  of  the  av- 
erage oil  company.  Its  total  market 
value  is  close  to  $900  million,  not  far 
behind  that  of  Sinclair  Oil  which  is 
nearly  3/2  times  as  big. 

What  has  Kerr-McGee  done  to  earn 
such  premiums  in  the  marketplace? 

Essentially,  by  doing  what  many  far 
bigger  oil  companies  have  begun  to  do, 
except  that  Kerr-McGee  did  it  earlier 
and  this  is  having  greater  impact  on  the 
company's  over-all  fortunes.  In  the 
words  of  Dean  A.  McGee,  its  lean, 
grizzled  and  soft-spoken  chairman: 
"We  were  the  first  oil  company  to  es- 
tablish positions  in  all  four  primary 
energy  fuels— oil,  natural  gas,  coal  and 
uranium."  It  boils  down  to  this:  Kerr- 
McGee  is  spread  right  across  the  total 
energy  field.  Its  growth  and  profitabili- 
ty are  not  tied  exclusively  to  oil.  In- 
stead, the  company  will  benefit  in  a 
large  way  from  the  fast-growing  urani- 
um and  revitalized  coal  businesses, 
both  of  which  are  becoming  stiffer  com- 
petitors ol  oil  (and  of  each  othi 
the  energy  fuels  markets. 

If  any  corporation  is  entitled  to  call 
itself  an  "energy  compan) "  Kerr-Mc- 
Gee is  the  one. 

The  $424-million   (revenues)  Kerr- 
McGee  Corp.  was  formed  in  1929  In- 
die late  Robert  S.  Ken.  the  powerful 
Democratic    Senate]    from    Oklahoma. 
For  its  firsl  two  decades  under  Kerr, 
the  company  enjoyed  modest  su 
as  a  regional  producer  ol  oil  am 
Kerr-McGee  never  made  nor  turd  to 
make  the  big  time.  All  this  began  to 
change  in  L952.  The  companj  became 
one  ol   the  early   pioneers 
energy,  moving  into  the  uranium  busi- 
ness. This  was  part  ol  no  grand  plan: 
I  )ean  Mc(  lee  simplj  saw  an  opportune 

t\   that  as  a  trained  geologist  lie  under- 
stood. I  [e  grabbed  it.  This  mo>  i 
started  things  rolling.  In  195")  the  com- 
panj moved  into  coal  for  the  first  time 
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Knowhow.  Dean  McGee  (above) 
and  his  geologists  found  plenty 
of  uranium  in  the  New  Mexico 
desert.  They  also  found  nearly 
impossible  mining  conditions: 
crumbly  sandstone  mine  shafts 
and  lots  of  underground  water. 
But  the  mining  knowhow  geol- 
ogist McGee  built  into  his  com- 
pany licked  this  deadly  combi- 
nation. Today  Kerr-McGee  is 
the  biggest  uranium  producer 
in  the  U.S.,  mostly  from  its 
mines  and  mill  in  New  Mexico. 


and  began  entering  fertilizers  and  other 
natural  resources  and  chemicals.  Mean- 
while it  bolstered  its  basic  oil  and  gas 
business,  integrating  into  refining  and 
retail  marketing. 

Other  oil  companies  have  also  moved 
into  coal  and  uranium.  Jersey  Standard 
and  Gulf  are  in  both.  Continental  and 
Occidental  Petroleum  have  acquired 
large  coal  companies.  Twelve  of  the 
top  20  oil  companies  have  at  least  be- 
gun exploring  for  uranium;  nine  are 
in  coal.  But  by  the  mid-Fifties,  years 
ahead  of  the  rest,  Kerr-McGee  had  es- 
tablished its  beachheads  as  a  full- 
fledged  energy  company. 

Parallel  Prospects 

Being  first,  of  course,  never  is  a  sure- 
fire guarantee  of  success,  even  when  a 
company  has  far  more  money  to  throw 
around  than  Kerr-McGee.  Kerr-McGee 
almost  certainly  will  never  become  the 
largest  energy  company.  But  its  giant 
competitors  will  remain  primarily  oil 
companies  for  years  to  come.  Kerr- 
McGee  already  is  becoming  a  balanced 
energy  company. 

Oil  and  natural  gas  still  are  Kerr- 
McGee's  main  business,  contributing 
something  over  two-thirds  of  total  reve- 
nues. It  has  major  reserves  in  the  Gulf 
of  Mexico  oft  Louisiana,  and  in  Ari- 
zona, Texas  and  New  Mexico.  It  mar- 
kets its  Deep  Rock  gasoline  in  a  rapid- 
ly expanding  string  of  over  1,700 
service  stations  in  the  midwest  region. 
From  an  energy  market  standpoint, 
this  is  as  it  should  be:  Oil  and  gas  cur- 
rently account  for  about  two-thirds  of 
the  nation's  energy  consumption.  The 
company's     uranium    business    is    lar 


smaller,  chipping  in  just  under  10%  of 
revenues,  but  will  probably  grow  at  a 
much  faster  rate  than  oil  and  gas.  This, 
too,  puts  Kerr-McGee  more  closely  in 
step  with  die  energy  market:  Uranium 
accounted  for  less  than  51  of  U.S.  en- 
ergy-fuel consumption  last  year,  but 
will  rise  to  around  15<c  by  1980.  The 
parallels,  though  not  precise,  hold  up 
nearly  as  well  in  Kerr-McGee  s  coal 
business.  Like  the  coal  industry  itself, 
its  coal  business  is  far  smaller  than  its 
oil  and  gas  revenues  and  promises  to 
grow  more  slowly  than  its  uranium 
business.  Because  of  this  balance.  Kerr- 
McGee's  results  over  the  next  decade 
or  two  should  follow  the  growth  of  the 
total  energy  market  more  closely  than 
those  of  other  energy  companies. 

In  a  way,  Kerr-McGee  became  a 
total  energy  company  because  it  was 
fenced  in  in  the  oil  business.  Oil  is  a 
l)i<4-ticket  business  and  to  play  it  on  an 
international  scale  takes  billions  of  dol- 
lars. Kerr-McGee  was  unable  to  play 
the  game  by  these  standards.  Even  to- 
day it  lias  only  S1S1  million  in  working 
capital  and  an  annual  cash  flow  of  $67 
million.  It  did  not  and  could  not  com- 
pete for  the  big  overseas  concessions; 
it  h.is  been  able  to  bid  on  only  a  tew 
of  the  increasingly  expensive  domestic 
offshore  leasts.  Hut  neither  did  Kerr- 
McGee  curb  its  ambitions.  It  simply 
redirected  them. 

"We've  always  had  to  walk  a  tight- 


Lawyer.  Frank  Love,  a  20-year 
Kerr-McGee  veteran  who  was 
moved  from  executive  vice 
president  to  president  in  1967, 
is  one  of  the  few  nontechnical 
men  in  the  company's  top 
ranks.  Love  urged  McGee  to 
protect  his  natural  resources 
positions  by  moving  closer  to 
end-use  markets.  Love,  60,  will 
probably       succeed       McGee. 


rope,"  says  McGee,  "and  more  than 
once  we  had  some  real  doubts."  But 
by  1957  revenues  had  grown  from 
under  $30  million  in  1952  to  $109  mil- 
lion, and  by  1967  they  had  risen  to 
$424  million.  Profits  surged  upward, 
too-from  $2  million  in  1952  to  $6  mil- 
lion in  1957  and  $35  million  in  1967. 
Most  important,  Kerr-McGee  not  only 
grew,  it  diversified. 

"Just  Looking" 

Most  of  the  credit  goes  to  Dean  Mc- 
Gee, who,  at  64,  is  still  less  at  home  in 
an  office  than  when  tramping  over  a 
rock  pile  in  Colorado  with  a  geologist's 
sample  bag  slung  over  his  shoulder,  or 
through  an  underground  uranium  shaft 
in  New  Mexico  with  a  miner's  hat  atop 
his  head.  Graduated  from  Kansas  Uni- 
versity in  1926,  he  worked  for  Phillips 
Petroleum  for  ten  years  as  a  geologist 
before  Kerr  hired  him  in  1937.  Five 
years  later  Kerr,  now  fully  involved  in 
politics,  turned  over  the  company  to 
him  and  in  1946  put  McGee's  name 
over  the  door  alongside  his  own.  By 
then  McGee  was  already  well  on  his 
way  to  building  a  payroll  that  is  prob- 
ably deeper  in  first-rate  geological  tal- 
ent per  dollar  of  company  assets  than 
any  other  in  the  energy  business. 

Hunting  for  natural  resources,  more 
than  building  an  energy  company,  was 
on  his  mind  in  the  early  days.  "When 
we  first  went  into  coal  and  uranium  we 


Nuclear  Fuel  Cycle 
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REACTOR 


Four  Thirds.  The  cost  of  producing  nuclear  fuel  can  be 
roughly  divided  into  thirds — refining  ore  into  yellow  cake; 
conversion  to  gas  "enrichment"  and  fuel  fabrication.  There 


is  a  fourth  economical  step,  however:  reprocessing;  some 
80%  of  the  uranium  is  reusable  after  the  first  burning.  Kerr- 
McGee  is  seeking  to  expand  throughout  the  fuel  cycle. 
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Query?  With  projected  1980  de- 
mand twice  the  known  reserves, 
uranium  has  become  a  seller's 
market,  attracting  GE,  Westing- 
house  and  large  oil  concerns 
into  mining,  processing  and 
fuel  fabrication  (above).  Can 
little  Kerr-McGee  hold  its  own 
against   this   strong   invasion? 


didn't  have  any  fancy  ideas  about  the 
energy  business,  he  says.  "We  were 
ins!  a  very  small  company  that  knew 
something  about  finding  natural  re- 
sources and  were  looking  ays  to 
make  some  moi  r  idea  was 
to  find  them,  mine  them  and  then  pro- 
cess them  only  up  to  the  first  point 
where  they  could  b  iidn't 
w.mt  to  have  to  I 
kcting  organization. 

Hut   il    Ken   \l<  (  .,  ,  ,Jmg 

to  no  grand  plan,  it  did  p  icom- 

monly  successful  at  follow 
nity  wherever  it  led.    \s   K. 
developed     larger     slakes     u 
natural  resources,  it  was  forCI  rj 

ted  these  basic  positions  In   m 


closer  and  closer  to  retail  and  end-use 
markets.  To  better  control  its  oil  dis- 
tribution and  profit  margins,  Kerr-Mc- 
Gee acquired  a  network  of  service 
stations  in  the  Midwest  in  1955,  has 
expanded  it  from  1,200  to  1,700  in  the 
past  five  years.  It  has  better  endured 
the  current  overcapacity  and  price- 
cutting  in  fertilizer  ingredients  because 
it  has  some  170  Kerr-McGee  Farm 
Centers  located  in  the  farm  belt  that 
sell  directly  to  farmers.  In  uranium 
it  has  been  expanding  into  processing 
steps  beyond  mining  and  milling,  again 
to  insulate  its  basic  raw-material  posi- 
tions. Each  of  these  was  a  risky  move 
for  a  small  company  in  highly  competi- 
tive businesses.  Without  Dean  McGee's 
shrewd  handling,  they  could  have  led 
to  serious  trouble. 

As  he  went  along  McGee  also  refined 
his  idea  about  what  business  Kerr-Mc- 
Gee was  in.  The  company  was  not  long 
in  coal  and  uranium  before  he  could 
see  the  need-and  the  opportunity-for 
oil  companies  to  expand  along  energy 
lines.  He  soon  became  one  of  the  oil  in- 
dustry's leading  advocates  of  the  total 
energy  idea.  Skillfully  and  patiently,  he 
began  shepherding  Kerr-McGee's  own 
very  limited  resources  toward  a  full  ex- 
ploitation of  the  energy  business. 

Up  and  Down 

His  skill  and  patience  found  their 
reward  in  uranium.  The  uranium  busi- 
ness in  the  U.S.  sprang  to  life  in  the 
early  Fifties.  To  stimulate  exploration, 
the  Atomic  Energy  Commission  offered 
to  buy  large  quantities  of  uranium  at 
prices  which  ranged  up  to  $8  a  pound. 
Kerr-McGee  was  only  one  of  many  to 
jump  in,  among  them  Anaconda,  Union 
Carbide,  Phillips  Petroleum,  Home- 
stake  Mining,  Utah  Construction  & 
Mining  and  what  is  today  United  Nu- 
clear. Kerr-McGee's  efforts  centered 
around  the  Ambrosia  Lake  area,  near 
Grants,  New  Mexico.  Thanks  to  the  ge- 
ological expertise  McGee  had  built  in- 
to Kerr-McGee,  it  did  better  than  most 
of  its  competitors.  Today  it  is  believed 
to  own  at  least  25%  of  the  known 
uranium  reserves  in  the  U.S. 

By  1958  McGee  had  raised  $18 
million  to  construct  a  3,630  ton-a-day 
uranium  oxide,  or  yellow  cake,  mill  at 
Ambrosia  Lake.  The  milling  of  yellow 
cake,  a  bright  yellow  powder,  is  the 
first  step  in  converting  raw  uranium 
ore  into  nuclear  fuel.  Then,  as  now,  it 
was  by  far  the  largest  uranium  mill  of 
its  kind  in  the  country.  When  it  went 
into  production  in  1958  Kerr-McGee 
A  EC  contracts  that  would 
swell  its  yellow  cake  deliveries  to  over 
ounds  a  year  by  the  early 

But  the  year  1958  was  a  bleak  one 

uranium  business.  So  successful 

had  ;;  .  ition  been  that  the  AEC 


announced  it  would  not  purchase  any 
uranium  discovered  after  November  of 
that  year.  When  existing  purchase 
commitments  ran  out  it  would  buy  no 
more  uranium.  There  was  no  commer- 
cial market  to  take  up  the  slack.  As 
quickly  as  it  had  begun,  interest  in 
uranium  cooled.  Exploration  ceased 
and  large  mill  owners  like  Kerr-McGee 
prepared  to  shut  down  when  existing 
AEC  contracts  expired.  Atlas  Corp.,  a 
tiny  company  with  one  of  the  largest 
uranium  mills,  has  been  grimly  fighting 
to  stay  out  of  the  red  for  the  last  five 
years.  Far  bigger  Phillips  Petroleum, 
which  had  made  an  ambitious  start  in 
uranium,  got  out  altogether.  By  1963 
the  company  had  sold  off  all  its  urani- 
um properties  (it  is  currently  buying 
back  into  the  business). 

"That  was  certainly  a  mistake,"  says 
ex-Phillips  man  McGee,  "but  it  looked 
like  an  awfully  good  idea  at  the  time." 
McGee  himself  refused  to  press  the 
panic  button.  He  scaled  down  his  mine 
and  mill  operations,  but  he  didn't  dis- 
miss his  exploration  crews.  Instead,  he 
put  them  to  work  looking  for  things 
like  lead  and  zinc. 

Then  Up  Again 

Then,  in  the  early  Sixties,  the  nu- 
clear reactor  manufacturers  General 
Electric  and  Westinghouse  began  mak- 
ing technological  breakthroughs.  They 
came  up  with  the  light-water  nuclear 
generating  plant,  which  incorporated 
significant  cost-saving  and  safety  fea- 
tures, making  it  competitive  with 
coal-fired  plants.  The  first  of  these  new 
plants  was  contracted  for  by  GE  in 
1963  at  Oyster  Creek,  N.J.  That  got 
the  ball  rolling.  A  decade  earlier  than 
expected,  orders  for  nuclear  generat- 
ing plants  began  to  soar.  By  1966  over 
half  the  new  generating  capacity  on 
order  was  nuclear-powered. 

The  AEC  had  agreed  to  "stretch 
out"  its  contracts  with  uranium  sup- 
pliers to  1970,  though  ultimately  at 
reduced  prices.  By  that  time  many  of 
the  new  generating  plants  would  be 
coming  on  stream.  The  two  factors  re- 
sulted in  a  revival  of  exploration  for 
uranium.  Newcomers,  notably  from 
the  oil  industry,  began  entering  the 
field.  New  mines  and  mills  were  placed 
under  construction  and  old  ones  were 
expanded.  Demand  for  uranium  oxide, 
which  will  run  about  24  million  pounds 
this  year,  is  projected  to  rise  to  40  mil- 
lion pounds  by  1975  and  to  80  million 
pounds  by  1980.  At  the  current  mar- 
ket price  of  around  $7.50  a  pound,  the 
uranium  business  will  total  more  than 
a  half-billion  dollars  12  years  from 
now,  up  from  an  estimated  $167  mil- 
lion last  year. 

Kerr-McGee  was  thus  in  a  position 
to  cash  in  big.  McGee  put  his  explora- 
tion men  back  to  work  looking  for  more 
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Capability  in  metals  was  developed  through 
years  of  creative  research  on  the  materials 
symbolized  above  and  on  their  many  alloys 
and  by-products.  This  research,  along  with 
the  right  metal  or  alloy,  often  helps  Asarco 
customers  make  products  that  are  stronger 

. .  longer  lasting . . .  and  less  expensive. 
Asarco  produces  the  most  diversified 

ine  of  enduring  materials  in  the  world.- 
As  America's  economy  accelerates  in  the 


years  ahead,  as  for  example  into  the  areas 
of  sound  control  and  the  conversion  of  sea 
water  into  fresh  water  through  desalination 
plants,  Asarco  will  help  meet  the  need  for 
better  materials. 

To  provide  a  continuing  supply  of  these 
essential  materials,  exploration  for  min- 
eral deposits  has  been  intensified  and 
Asarco's  existing  mines  and  facilities 
around  the  world  are  being  expanded. 


For  identification  of  the  above  symbols,  see  page  facing  index  of  advertisers. 

AMERICAN   SMELTING   AND   REFINING    COMPANY 

120  BROADWAY,  NEW  YORK,  N.Y.  10005 


ASARCO 


^ 


General  Electric 

can  make  diamonds 

out  of  peanuts. 

General  Electric  is  doing  research  in  more  fields  than 
any  other  company.  Frequently  with  amazing  results. 

Genuine  diamonds.  Out  of  peanuts.  Some  people  find  it  hard  to  believe. 

But  it's  been  possible  ever  since  the  GE  Research  and  Development  Center 

discovered  the  basic  secrets  of  making  diamonds.  The  fact  is,  General  Electric 

can  make  diamonds  out  of  anything  that  contains  enough  carbon. 

(Today,  GE  uses  graphite  to  manufacture  millions  of  carats  for  industry.) 

Work  now  going  on  at  the  R&D  Center  may  lead  to  other  equally 

amazing  breakthroughs. 

A  new  kind  of  membrane  may  let  man  live  underwater  by  letting  him  breathe  the 

oxygen  in  the  water  around  him.  A  new  system  of  transmitting  electricity  may  mean  that 

only  one  underground  cable  could  supply  all  the  electricity  for  a  city  of  3  million  people. 

A  new  atmospheric  control  system  may  help  prevent  air  pollution. 

Since  General  Electric  established  the  first  industrial  laboratory  in  this  country 

devoted  to  basic  research,  R&D  has  been  at  the  core  of  GE  business. 

Which  explains  why  GE  has  come  up  with  more  patentable  inventions 

than  any  other  U.  S.  company. 

And  why  research  is  such  an  important  facet  of  progress. 


Progress  is  our  most  important  product 

general!!!  electric 


Lincoln  Continental  for  1969. 


Now  more  than  ever  America's  most  distinguished  motorcar.  Powered  by  the  incomparable 
460  cubic  inch  V-8  engine. From  the  Lincoln-Mercury  Division  of  Ford  Motor  Company. 


LINCOLN  MERCUR 
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uranium,  in  New  Mexico  and  in  other 
western  states.  He  also  began  expand- 
ing the  capacity  at  the  Ambrosia  Lake 
mill,  which  by  year's  end  will  be 
processing  7.000  tons  of  uranium  ore 
a  day.  And  he  formed  Petrotomics  Co. 
(50"?  owned  with  Getty  Oil),  whose 
Wyoming  mill  now  has  a  1,000-ton 
daily  capacity. 

As  a  result.  Kerr-McGee's  uranium 
sales  are  swinging  sharply  upward. 
They  had  leveled  oft  at  just  over  3 
million  pounds  a  year  after  1963.  This 
year  they  will  rise  to  more  than  6  mil- 
lion pounds,  with  half  the  total  going 
for  the  first  time  to  commercial  cus- 
tomers. After  that,  despite  the  sched- 
uled cessation  of  AEC  buying  in  1970, 
the  projections  all  point  further  up- 
ward. According  to  Robert  M.  Fryar, 
vice  president  of  the  company's  nu- 
clear division,  the  contracts  to  assure 
that  are  already  in  hand.  The  rewards 
are  already  coming  in:  At  less  than  10'. 
of  total  company  sales  in  1967.  ura- 
nium contributed  something  lik 
of  net  profits 

Counseling  Caution 

With  $500  million  in  orders  bookie! 

Kerr-McGee  is  the  market  leader  by  a 
large  margin.  However,  United  Nu- 
clear, Anaconda,  Union  Carbide,  and 
Utah  Construction  &  Mining  all  have 
large  mills.  Thus  Kerr-McGee  execu- 
tives in  Oklahoma  Cit}  arc  extreme!) 
careful  when  the)  talk  about  the 
future.  "This  is  a  brand-new  business," 
cautions  F.C  (for  Frank  Criner)  Love, 
inner  lawyer  whom  Mc<  ■<■<■  pi" 
moted  to  president  a  year  ago.  "There  s 

still  room  foi  new  entries  and  am  thing 
could  happen." 

The  reason  Kerr-McGee's  triumph 
is  not  yet  final  is  that  the  yellow  cake 
the  compan)  produces  is  Far  From  the 

final  step  in  producing  nuclear  Fuel 
(see  chart  p.  3-3).  First,  the  cake  must 
be  processed  into  uranium  hexaflouride 
gas.  The    \iomic  Energ)   Commission 

takes  the  '^as  and  "enriches"  it  by  a 
secret,  classified  process.  Then  it  is  con- 
verted into  ceramic  pellets  and  Fabri- 
cated into  fuel  cores 

No  single  compan)  is  >et  an  ore-to- 
core  manufacturer.  Several  people 
hope  to  be,  Kerr-McGee  prominently 
among  them.  Allied  Chemical  is  now 
the  only  nongovernment  producer  of 
uranium  hexaflouride,  but  Kerr-McGee 
is  building  a  plant,  to  be  finished  by 
1970.  In  the  enrichment  stage  of  the 
process,  demand  will  outstrip  capacity 
of  the  present  AEC  plants  within  the 
next  ten  years.  Kerr-McGee  would  like 
to  build  the  next  such  plant.  Further 
down  stream  toward  the  finished  cores, 
Kerr-McGee  competes  with  United' 
Nuclear,  GE  and  Westinghouse  in  ce- 
ramic pellets.  Reactor  manufacturers 
GE,  Westinghouse,  Babcock  &  Wilcox 


and  Combustion  Engineering  (plus 
United  Nuclear)  make  finished  cores. 
Kerr-McGee  may  eventually  get  into 
core  fabrication,  but  it  has  no  plans  to 
compete  with  the  four  experienced 
companies  in  actual  reactor  manufac- 
turing. 

To  protect  its  raw-material  position, 
as  well  as  to  take  advantage  of  each 
profit  opportunity  along  the  way,  Kerr- 
McGee  has  set  its  sights  on  getting  into 
as  many  steps  of  the  fuel  cycle  as  it  can. 
Always  present  is  the  threat  that  the 
big  reactor  makers  will  integrate 
further  backward  into  the  fuel  cycle. 
At  the  moment  YVesiinghouse  and 
Combustion  Engineering  are  already 
participating  in  joint  uranium  explora- 
tion ventures,  from  which  the  next  logi- 
cal step  is  to  build  a  yellow  cake  mill. 

However.  Kerr-McGee  executives 
see  their  strongest  competition  coming 
from  the  oil  companies  that  are  just 
beginning  to  get  into  uranium— outfits 
like  Mobil,  (lull  and  Standard  of  New 
[ersey.  These  companies  all  have  far 
more  capital  at  their  disposal  than 
Kerr-McGee.  And,  President  Love 
points  out,  "They  are  apt  to  have  more 
ot  a  stomach  for  the  extensive  explora- 
tion programs  than  the  more  prag- 
matic, profit-and-loss  oriented  reactor 
manufacturers."  Adds  Fryar:  "We've 
won  some  of  the  early  battles,  but  the 
war  isn't  over." 

Kerr-McGee  must  also  heecl  the  fast 
breeder  reactors  which  will  come  into 
vogue  around  1980.  Fas!  breeders  will 
actually  produce  more  fissionable  ma- 
terial than  they  consume,  and  thus  pos- 
sibly limit  the  nuclear  fuel  market. 
More  likely,  their  popularity  may  vast- 

l\   expand  (he  market. 

Willi  die  opportunities  and  the 
stakes  so  high,  it  is  no  wonder  that  a 
very  large  proportion  of  Kerr-McGee's 
expanding  resources  are  going  into 
urahium  these  days.  Last  year  the  com- 
pany's cash  How  came  to  $67  million, 
up  from  $36  million  five  years  earlier. 
Expenditures  on  uranium  projects, 
which  were  quadrupled  in  1967,  took 
a  major  chunk  of  this.  The  company 
also  took  on  a  large  helping  of  long- 
term  debt  last  year— $95  million  of  con- 
vertible debentures  at  3%%  interest. 
Much  of  this  money  is  going  into  two 
new  mines  and  the  mill  expansion  at 
Ambrosia  Lake  as  well  as  the  new  ura- 
nium hexaflouride  and  expanded  pel- 
letizing  plants. 

Large  sums,  too,  are  going  into  its 
oil  and  gas  businesses,  especially  into 
exploration  and  production  off  the  Gulf 
coast  of  Louisiana.  Sizable  new  dis- 
coveries of  both  oil  and  gas  have  been 
made  on  Block  233  (50%-owned  with 
several  other  companies)  and  Block 
214  (64.5%-owned)  in  the  Ship  Shoal 
area  there.  Production  from  these 
blocks   has   begun    and   will   increase 


■ 


Sideline.  The  bidding  lor  off- 
shore oil  leases  has  gotten 
much  too  expensive  for  a  com- 
pany of  Kerr-McGee's  size,  but 
K-M  keeps  its  hand  in  by  doing 
contract  drilling  for  other  oil 
producers.  In  addition  to  the 
few  but  highly  successful  wells 
it  has  in  the  Gulf  of  Mexico,  the 
company  now  operates  15  con- 
tract rigs  in  areas  such  as  the 
Persian  Gulf  and  the  North  Sea. 
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sharply  in  the  years  just  ahead.  Other 
new  wells  are  in  production  in  the 
Dmeh  bi  Keyah  field  in  Arizona  and 
the  Akah-Nez  field  in  New  Mexico. 
McGee  expects  his  production  of  hy- 
drocarbon liquids  to  rise  from  30,000 
barrels  a  day  to  45,000  or  50,000  bar- 
rels a  day  over  the  next  five  years. 
Kerr-McGee  clearly  has  no  intention  of 
ignoring  the  oil  factor  in  its  energy 
equation. 

Betting  Long 

Even  with  its  profits  and  cash  How 
on  the  rise,  Kerr-McGee's  heavy  spend- 
ing on  uranium  and  oil  has  limited  the 
amount  of  money  available  for  expan- 
sion in  coal  or  fertilizer.  In  the  former 
case  this  has  been  unfortunate  but  not 
fatal;  in  the  latter  it  has  been  down- 
right lucky. 

Kerr-McGee's  coal  venture  dates 
back  13  years,  but  only  now  is  the 
company  moving  aggressively  in  coal. 
Early  in  1969  it  will  open  its  Choctaw 
Mine  in  eastern  Oklahoma,  with  pro- 
duction expected  to  reach  1  million 
tons  a  year  by  1971.  But  it  will  produce 
metallurgical  coal  for  steel-making,  not 
steam  coal  for  power  generation.  Add- 
ing a  new  wrinkle,  Kerr-McGee  is 
building  a  coke  plant  at  the  mouth  of 
the  Choctaw  mine,  thus  reversing  the 
traditional  pattern  of  shipping  coal  to 
steel  mills  for  conversion  into  coke. 

Why  not  sell  steam  coal  to  electric 
utilities  who  make  up  the  biggest  coal 
market?  McGee  admits  that  he  made 
a  mistake,  that  he  didn't  push  hard 
enough  soon  enough  to  explore  the 
company's  large  potential  reserves  of 
steam  coal.  "Unfortunately  we  didn't 
mount  an  aggressive  exploration  pro- 
gram," he  says.  But,  then,  not  even  a 
giant  company  can  do  everything  it 
wants;  a  small  company  has  to  be  ruth- 
lessly selective. 

In  the  long  run,  McGee  is  waiting  for 
the  day,  which  he  says  will  soon  come, 
when  gasoline  will  be  made  by  add- 
ing hydrogen  to  coal.  "This  is  really 
what  we've  bet  on,"  Vie  says.  "The  con- 


version of  coal  to  produce  synthetic 
liquid  hydrocarbons  will  come  before 
oil  shale,  before  1980." 

More  fortunate  is  the  fact  that  Kerr- 
McGee  has  not  pushed  faster  into  fer- 
tilizers. Not  until  the  acquisition  last 
December  of  $65-million  (revenues) 
American  Potash  &  Chemical  Corp. 
was  it  a  major  factor  in  the  business. 

Ammonia,  a  petroleum-related  prod- 
uct, is  the  obvious  fertilizer  ingredient 
for  an  oil  company  to  make.  Too  obvi- 
ous. In  the  mid-Sixties  many  large  oil 
concerns,  along  with  a  number  of  their 
chemical  industry  cousins,  rushed  in  to 
build  huge,  1,000  ton-a-day  ammonia 
plants.  Today  they  are  paying  for  their 
haste  in  the  form  of  extreme  overcapa- 
city and  disastrous  price-cutting.  Much 
the  same  thing  happened  in  another 
fertilizer  ingredient,  phosphates.  Kerr- 
McGee  avoided  both,  but  only  by  the 
skin  of  its  teeth.  "We  were  all  set  to 
move,"  says  McGee.  "We  had  an  am- 
monia plant  under  consideration  and 
the  drawings  ready  for  a  phosphate 
operation.  Then,  at  the  last  moment, 
we  saw  what  was  happening  and  we 
backed  off." 

The  third  major  fertilizer  ingredient, 
potash,  in  which  Kerr-McGee  has  made 
large  moves,  is  actually  no  better  off 
these  days.  McGee  admits  as  much.  "It 
will  be  at  least  five  years,  maybe  ten, 
before  the  overcapacity  problems  in 
potash  work  themselves  out,"  he  says. 
Why,  then,  did  he  acquire  American 
Potash  last  year,  at  a  time  when  its 
profits  were  slumping  badly? 

"We  didn't  buy  them  for  potash," 
McGee  explains.  "Potash  is  only  about 
12%  of  their  business.  They  are  the 
second-largest  producer  of  boron  in  the 
world.  They  have  developed  a  process 
for  producing  titanium  chloride.  And 
then  there  is  Searles  Lake." 

Searles  Lake  is  a  very  large  and 
unusual  salt-bed  deposit  in  the  Mojave 
desert  of  California,  near  Trona.  These 
beds  contain  a  wide  variety  of  min- 
erals, including  sodium  salts,  potas- 
sium   and    tungsten.    Over   the   years 


American  Potash  and  Stauffer  Chemi- 
cal, co-owners  of  the  lake,  have  ex- 
tracted these  minerals  from  the  surface 
brines.  But  McGee,  the  geologist,  is 
looking  deeper  in  the  ground.  He 
thinks  that  further  exploration  and 
mining  of  solids  as  well  as  brines  at 
Searles  Lake  will  bring  forth  a  wealth 
of  minerals  in  commercial  quantities. 
This, -he  says,  is  what  interested  him 
most  about  American  Potash. 

Manhunt 

For  a  still-smallish  company,  Kerr- 
McGee  quite  clearly  has  opportunities 
enough  for  a  company  five  times  its 
size.  So  Dean  McGee  is  now  off  on  a 
manhunt.  At  64,  he  faces  mandatory 
retirement  within  a  year,  though  he 
may  waive  that  requirement  for  a  year 
or  two.  Like  many  another  chief  ex- 
ecutive who  has  been  in  charge  for 
many  years— some  26  years  in  his  case 
—McGee  has  only  late  in  his  tenure  be- 
gun to  consider  succession  very  serious- 
ly. Love,  now  60,  will  probably  succeed 
him,  but  for  only  a  few  years  before  he 
himself  faces  retirement.  After  that,  no 
obvious  successor  has  emerged.  Mc- 
Gee's  policy  over  the  years  has  been  to 
keep  his  management  ranks  lean,  as  he 
puts  it,  "to  keep  daylight  ahead  of  our 
younger  people."  Now  that  policy  is 
proving  a  bit  sticky. 

So  McGee  is  putting  his  men  through 
their  paces;  he  is  frankly  testing  them. 
He  is  in  the  process  of  reorganizing  the 
company  into  five  or  six  groups  of 
related  activities,  although  only  two 
have  been  formed  so  far.  From  the 
men  in  charge  of  these  groups  he  is 
hoping  a  logical  successor  will  arise. 
"This  is  what  I'll  be  giving  the  most  at- 
tention to  in  the  year  ahead,"  he  says. 

Whoever  eventually  gets  the  top 
spot  will  have  a  hard  act  to  follow.  But 
he  will  also  have  in  his  grasp  some  of 
the  most  alluring  opportunities  in  all 
U.S.  industry.  As  Dean  McGee  puts 
it:  "If  we  took  on  nothing  new  for  the 
next  ten  years  we'd  still  have  more  than 
enough  to  keep  us  busy."  ■ 


Crude-Shy  but  trying  to  expan  ■'.  gasoline  sales  quickly,  Kerr- 
McGee  must  light  tightening  retail  protits.  One  solution  lor 


the  company  is  to  acquire  land  around  its  Deep  Rock  serv- 
ice stations,  lease  it  to  shopping  centers  and  developers. 
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The  Great 
Unknown. 

The  people  that  run  Keene  accept  old  aphorism  that 
since  one  is  known  by  the  company  one  keeps,  one  had 
best  keep  a  company  that  is  known.  Therefore  this  ad. 


Some  captains  of  industry  pay  clearly 

to  stay  out  ot  the  limelight.  Ours  don't 

have  to  spend  one  cent. 


Our  president  spends  more  time  than  any  man  should 
explaining  what  he's  president  of.  And  mention  of 
Keene  usually  earns  our  execs  a  table  near  the  kitchen 

door.  Which  is  tough.  After  all,  these  same  men  took 
over  a  firm  worth  close  to  nothing,  and,  in  16  short 
months,  built  it  up  to  over  $90  million. 

That  meant  acquiring  11  companies.  Companies  that 
meshed,  and  made  things  like  building  products, 
industrial  materials,  and  pollution  control  products. 

That  also  meant  getting  men  who  could  do  the  job. 
Fast,  efficiently,  and  right.  Shakers  and  movers  who 
weren't  screamers.  (We  reason:  he  who  stops  to  yell  ol 
deeds  has  to  stop  doing  deeds  to  yell.)  We  got  them, 
from  top  corporate  management  way  down  into 
the  division  sub-structure. 


Our  message  today?  First,  we  want  people  to  know  who  we  are.  So  companies  won't 
look  blank  when  we  come  in  to  see  them.  Second,  we  want  you  people  looking 
for  some  exciting  work  to  look  this  way  first. 
Pay  is  good,  the  hours  are  long.  But  there's  all  kinds       L^  Lb  Lb  ^J  Eb 

CORPORATION 


of  growing  room.  And  even  a  chance  for  fame. 
Sort  of  a  Who's  Who  in  the  Great  Unknown. 


299  Park  Avenue,  New  York,  N.Y.  10017 


We've  just  begun  to  grow. 
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Up  Again? 


Goodrich  is  down  again  this  year,  but  hope  springs  eternal. 


Ever-}  tire  manufacturer  lias  its  ups 
and  downs,  but  at  B.  F.  Goodrich  they 
have  become  a  way  of  life.  The  com- 
pany was  riding  so  high  at  the  begin- 
ning of  this  year  that  Chairman  J. 
Ward  Keener  announced  a  dividend 
increase  and  a  3-for-2  stock  split.  It 
will  end  the  year  with  the  poorest 
showing  of  any  of  the  Big  Four. 

All  the  other  tire  companies  will  be 
able  to  boast  of  record  earnings.  Good- 
year is  already  up  13%  over  banner 
1966;  Firestone,  21%;  Uniroyal,  26%. 
Goodrich  is  down  from  1966  by  7% 
and  may  not  make  up  the  difference. 

One  of  Goodrich's  problems  is  that 
it's  also  big  in  chemicals,  which  nor- 
mally produce  20%  of  sales  and  even 
more  of  profits.  Diversification  is  sup- 
posed to  give  a  company  strength— and 
it  usually  does— but  it  can  work  the 
other  way,  too.  That  happened  to 
Goodrich  in  the  early  Sixties  when 
there  was  a  price  squeeze  in  both  tires 
and  chemicals.  All  tire  companies  suf- 
fered, but  Goodrich  suffered  double. 

It  happened  again  last  year.  There 
were  costly  strikes  in  both  tires  and 
chemicals.  Again,  the  company  was 
hit  from  both  sides.  At  the  same  time, 
prices  for  polyvinyl  chloride  plastics 
weakened.  PVC  is  a  company  main- 
stay. The  result:  Earnings  fell  $19.1 
million  or  39%  to  $2.14  a  share. 

With  the  coming  of  1968,  the  worst 
appeared  over.  PVC  prices  still  re- 
mained shaky,  but  Goodrich  had 
enough  new  production  coming  on 
stream  that  it  did  not  particularly 
matter.  For  the  name  of  this  game  is 
dollar  volume. 

Then  came   trouble. 

The  trouble  came  from  the  second 


Not  Quite  Good  Enough.  Chair- 
man J.  Ward  Keener  has  im- 
proved Goodrich's  tire  opera- 
tions, particularly  in  the  profit- 
able replacement  market.  He 
also  has  built  up  the  long- 
neglected  foreign  manufactur- 
ing operations.  Since  1962, 
sales  rose  to  more  than  $1  bil- 
lion in  1966  and  earnings  85% 
to  a  record  $49  million.  How- 
ever, Keener  has  not  yet  solved 
Goodrich's  fundamental  weak- 
ness: it  gets  most  of  its  busi- 
ness from  the  auto  industry. 


of  Goodrich's  problems:  It  is  fourth 
among  the  Big  Four  tire  manufacturers 
and  its  main  business  comes  from  sales 
to  General  Motors  and  the  other  auto 
manufacturers,  but  especially  General 
Motors.  This  is  the  low  profit-margin 
end  of  the  business  since  the  auto  com- 
panies are  hard  bargainers.  In  J.uly, 
prices  of  replacement  tires  went  up 
about  3/2%,  but  Goodrich  didn't  profit 
as  much  as  the  other  manufacturers 
since  it  still  has  only  a  modest  replace- 
.ment-tire  business.  Also  in  July,  how- 
ever, wage  rates  went  up  sharply.  With 
its  lower  volume  and  profit  margins, 
Goodrich  suffered  more  than  its  com- 
petitors. 

On  top  of  this,  the  company  ran 
into  delays  on  a  new  tire  plant  it  is 
opening  in  Germany.  This  raised  start- 
up costs.  It  also  had  to  spend  a  lot  on 
transferring  its  footwear  manufacturing 
to  plants  in  the  south  and  on  introduc- 
ing Aztran  poromeric  shoe  upper  ma- 
terial, its  answer  to  du  Pout's  Corfam. 

Is  Dawn  Breaking? 

Comptroller  John  N.  Hart  believes 
the  company  of  ups  and  downs  is  now 
on  its  way  up  again.  One  reason,  he 
says,  is  PVC:  "We  raised  prices  one 
cent  a  pound  recently  and  it  appears 
to  be  sticking."  Another  reason:  "We 
will  capture  a  bigger  share  of  the  tire 
market  because  we  have  already  in- 
troduced the  premium  radial  tire  and 
more  recently  the  belted-bias-ply  tires. 
By  next  summer,  two-thirds  of  our  pas- 
senger-tire capacity  will  be  utilized  to 
produce  belted-bias  tires."  Hart  feels 
these  premium-priced  tires  ($42  and 
$39  at  retail  respectively  vs.  $30  for 
standard  tires )  will  go  over  big. 

Even  if  his  tire-market  expectations 
turn  out  to  be  too  optimistic,  Hart  feels 
other  areas  will  be  turning  strong.  With 
a  firm  price  structure  in  PVC  and  a 
total  of  680  million  pounds  of  produc- 
tion by  late  next  year,  up  from  just 
350  million  four  years  ago,  he  says, 
profits  should  mount. 

Hart  believes  the  new  products  com- 
ing on  stream,  like  Estane,  a  poly] 
methane  plastic  material  and  Abson 
ABS  plastic  materials,  will  be  less  of  a 
drain  than  in  the  past.  Finally,  he  says, 
the  unusual  plant  startup  expenses  will 
moderate  sharply. 

It  is  customary,  when  things  go 
awry,  for  management  to  talk  optimis- 
tically about  the  future.  The  future 
may  turn  out  to  be  as  bright  as  Hart 
says,  but  in  these  days  the  future  often 
has  to  be  now.  Goodrich  cannot  aflord 
the  old-time  luxury  of  a  poor  year.  For 
the  stock  market  today  is  performance- 
minded.  And  Wall  Street  is  full  of  hun 
gry  conglomerates,  looking  for  com- 
panies with  low  price  earnings  ratios 
to  acquire  (see  p.  30).  ■ 
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LIFT 


liere's  more  room  on  the  road  for  the 
iind  of  driving  you  like... 

» hen  highway  trailers  ride  piggyback- 
tie  modern  rail  way 


Ijjin  of  100  flat  cars  carries  200  highway 
'^:rs  piggyback. ..and  we're  carrying  about 
■million  trailers  a  year. 
'•  ybacking  and  its  new  cousin,  container- 
ton,  unclog  highways... save  you  money 
'tp  you  buy  the  things  you  like  for  the  kind 
"f|'ing  you  like. 

V  e  constantly  improving.  And  that's  why 

ivjage  rail  freight  charges  are  lower  today 

I  ten  years  ago. 

n;st  one  more  generation  there'll  be  300 

ni:>n  Americans  — 50%    more  people  re- 

;u  ng  more  production  of  everything . . .  and 

n«]i  good  transportation. 

^undence  on  railroads  will  grow  and  grow. 

«  railroads  will  be  ready. 


ASSOCIATION  OF 


American 
Railroads 


TV.  :  "T"   !!•"   '•":  •••.•!•;       ••  :  :. 

.D  •    iHE  KHxL  vV£ 


\  masterpiece  from  the  master  craftsmen 


3eautifully  new,  distinctively  Cadillac. 

Cadillac  craftsmen  are  accustomed  to  building 
he  finest  of  motor  cars,  but  even  they  have  never 
)uilt  one  like  this  before! 

A  single  glance  at  this  automotive  masterpiece 
eveals  striking  new  poise  and  beauty.  There  is  a 
lewly  contoured  "control  center"  instrumenl 
janel  and  a  unique  Dual  Comfort  front  scat,  avail- 
tble  on  most  models,  thai  permits  separate  driver 
ind  passenger  seat  adjustment.  And  the  list  of 
:adillac  conveniences  is  even  more  remarkable. 


Cadillac  Motor  C. 

An  improved  472  V-8  engine  makes  Cadilla' 
performance  truly  exciting.  Mechanical  refin< 
ments  for  1969  include  front  disc  brakes  on  a 
models  and  an  exclusive  new  "closed"  engin< 
cooling  system.  An  improved  Climate  Control  ai 
conditioning  system  is  available. 

There  are  eleven  different  models,  each  craftet 
in  the  Cadillac  tradition  of  excellence,  each  truly ; 
masterpiece  from  the  master  craftsmen 
of  cars.  See  your  authorized  Cadillac 
dealer  ^nd  drive  a  1969  Cadillac  soon. 


GM 


The  Missionary 

With  missionary  zeal,  Litton  Industries'  Roy  Ash 
is  spreading  the  gospel  these  days.  His  mess- 
age.-   We're   not  like    the    other   conglomerates 


As  PRESIDENT  ot  Beverly  Hills'  Litton 
Industries.  Inc.,  Roy  Ash  oversees  one 
of  the  biggest  and  most  diverse  con- 
glomerate companies.  Nowadays  Roy 
Ash  has  more  on  his  mind  than  usual. 

For  one  thing,  it's  been  a  bad  year 
for  conglomerates  in  general.  Most 
have  suffered  stock-market  declines 
Analysts  and  accountants  have  been 
taking  a  harder  look  at  their  acquisi- 
tions and  bookkeeping  methods.  The 
Federal  Trade  Commission  has  n 
ly  begun  an  antitrust  investigation  of 
conglomerates,  an  event  that  prompted 
an  angrv  and  well-publici/ed  outburst 
last  month  from  Ling-Temco-Vought's 
Jim  Ling. 

For   another,    it's    been    an    abysmal 

year  for  Litton  itselt.  Large  shipbuild- 
ing and  office-equipment  losses  have 
caused    profits    to    tumble    tor    the    first 

time  in  the  company's  15-yeat  historj 
—from  $2.64  to  $1.83  pei  share  For  the 

year  ended  |ul\  31  Litton 's  stock  has 
plunged  from  IIS  late  last  year  to  a 
recent  76 

MI  this  is  very  much  on  \sh\  mind 

these  da>s.  So  much  so  that  he  invited 

Forbes'  Stephen  Quickel  to  his  office 
for  a  lengthy  discourse  on  why  Litton 
is  not  just  any  old  conglomerate  He 
complained  that  Litton  has  been 
lumped  b)  the  investing  public  into  the 
same  group  as  some  ot  the  less  savory 
conglomerates.  Ash  calls  them  "arith- 
metic conglomerates,"  though  he  flatly 
declines    to    list    them    by    name     Such 

conglomerates,  he  says,  are  primarily 
interested  in  "the  appearance  ol   the 

numbers  that  result  from  the  transac- 
tion' when  they  make  their  man)  a<  - 
quisitions  "If  the  price  is  right,  it 
doesn't  make  ver)  much  difference  to 
them  what  businesses  then  acquisitions 
get  them  into,''  Ash  says.  It  is  not  only 
unfair  to  classify  Litton  with  these 
companies.  Ash  argues,  but  also  incor- 
rect. To  him  Litton  is  an  altogether  dif- 
ferent kind  of  conglomerate— a  "struc- 
tural conglomerate"  in  his  parlance. 

By  structural  conglomerate  \sh 
means  a  multi-industry  company  whose 
different  product  lines  have  some  com- 
mon threads,  or  "symbiotic  values." 
Among  them  he  lists  General  Electric, 
du  Pont— and  Litton.  He  admits  that 
the  arithmetic  of  acquisitions  is  not  ig- 
nored by  Litton  which  has  taken  fre- 
quent advantage  of  the  same  pooling  of 
interest  techniques  in  accounting  for 
acquisitions  as  the  other  conglomer- 
ates. But  in  Ash's  kind  of  conglomerate, 
he  insists,  the  numbers  come  second, 
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the  so-called  "fit"  of  the  acquired  com- 
panies first. 

"We've  actually  acquired  several 
companies  whose  price  earnings  mul- 
tiples were  equal  to  or  higher  than  our 
own,"  Ash  says.  "We  bought  them  be- 
cause they  had  close  interrelationships 
with  our  present  business." 

W  Ash  delivers  his  arguments,  the 
question  naturall)  arises  as  to  just  how 
neatly  Litton's  extremely  diverse  prod- 
uct lines  fit  together.  What,  for  ex- 
ample, has  shipbuilding  got  to  do  with 
typewriters?  What  relationship  does 
prepackaged  food  have  with  electron- 
ics? Is  it  realistic  to  claim  that  Litton 
integrated  as  du  Pont? 

To  such  questions  Roy  Ash  has 
read)  answers.  The  common  threads, 
it  seems,  often  lie  deep  in  the  vast  tech- 
nology Litton  has  amassed  through  its 
70-plus  acquisitions.  He  insists,  for  ex- 
ample, that  the  technology  lor  the 
impactless  typewriters  Litton  will  one 
d.i\  make  will  have  been  in  large  part 
derived  from  its  defense  business.  Its 
microwave  technology  is  being  used  to 
make  ovens  for  mass  food  preparation. 

Turning  Tide? 

\sli  contends  that  investors,  espe- 
cial]} institutional  investors,  are  be- 
ginning  to  recognize  the  distinctions 
between  arithmetical  and  structural 
conglomerates.  His  aides  offer  as  evi- 
dence the  fact  that  Litton's  stock,  even 
al  the  reduced  price  ol  76.  sells  lor  12 
limes  earnings  while  that  ol  Gulf  & 
Western,  another  large  conglomerate, 
sells  for  only  lour  limes  earnings. 

"The  last  three  to  nine  months  have 
marked  a  turning  point,"  Ash  says. 
"Thai  which  concerned  us  six  months 
ago  about  the  use  of  the  word  'con- 
glomerate' doesn't  concern  us  so  much 
today. 

"I  don't  think  what  Litton  has  to  say 
about  conglomerates  makes  any  differ- 
ence. It's  what  we  do  as  a  company 
that  counts."  But  he  remains  ready  to 
argue  at  the  drop  of  a  hat  about  the 
soundness  of  Litton's  structure.  And 
this  suggests  a  continuing  nervousness 
at  the  company. 

The  doubts  about  conglomerate  ac- 
quisitions and  bookkeeping  methods 
promise  to  persist.  The  FTC  investiga- 
tion will  help  keep  them  alive.  What's 
more,  Litton's  own  profit  problems  ap- 
parently are  not  submitting  to  easy  so- 
lution. The  odds  are  that  Roy  Ash  will 
have  a  great  deal  on  his  mind  for  some 
time  to  come.  ■ 


Bad  Word.  Conglomerators  love 
to  talk  about  "synergism" — rivo 
plus  two  equal  five.  "It  makes 
them  sound  so  good,"  says  Roy 
Ash,  "but  it  is  a  bad  word 
now  and  we  are  giving  it  up." 


We  help  keep 

America's 
"best  selling" 
drink  on  tap 


You  don't  have  to  be  thirsty  to  know 
that  cool,  clear  water  is  the  most  pop- 
ular drink  around.  But  what  you  may 
not  know  is  that  Americans  are  gulp- 
ing it  down  at  the  rate  of  137  mil- 
lion gallons  every  day.  And  that's 
just  drinking  water. 

When  you  include  the  needs 
of  industry  and  agriculture, 
the  figure  jumps  to  a  daily 
water  requirement  of  12  bil- 
lion gallons. 

To  keep  this  vital  natural 

resource  flowing  throughout 

W   the  country  takes  an  army  of 

W    reliable  pumps.  And  that's 

W   where  FMC  Corporation  comes 

y     into  the  picture. 

As  a  leader  in  the  field  of  hydro- 
dynamics, FMC  builds  pumps  to  lift 


water  from  deep  beneath  the  earth's 
surface.  Or  move  it  from  rivers  and 
lakes  to  city  reservoirs. 

In  fact,  there  are  FMC  pumps  for  all 
kinds  of  water  service:  to  irrigate 
farms,  wash  trucks  and  autos,  cool 
buildings,  green-up  parks,  fight  fires, 
or  control  floods. 

And  that's  not  all.  FMC  pumps  help 
propel  chemicals  and  petroleum  prod- 
ucts, while  others  are  used  in  the 
boiler  rooms  of  ships  and  in  waste 
treatment  plants. 

Providing  the  pumps  to  satisfy  the 
increasing  needs  of  people  and  indus- 
try is  just  one  way  that  FMC  puts  ideas 
to  work. 

To  learn  more  about  us,  write  for  a 
copy  of  "Dimensions,"  FMC  Corpora- 
tion, San  Jose,  California  95106. 


FlttC  CORPORATION1 

Putting  ideas  to  work  in  Machinery  Chemicals  Defense- Fibers  &  Films 

PRINCIPAL  PRODUCTS:  AVISCO  fibers;  packaging  films;  industrial  strappings  o  BOLENS  compact  tractors  □  CHICAGO  waste  treatment  systems  o  CHIKSAN,  O-C-T,  WECO 
oil  industry  equipment  O  FMC  food  processing  equipment;  packaging  4  converting  machinery;  systems  engineering  □  FMC  industrial  4  specialty  chemicals  □  FMC  de- 
fense materiel  □  GUNDERSON  railcars  4  marine  vessels  D  JOHN  BEAN  agricultural,  automotive,  airline,  i  fire  fighting  equipment  a  LINK-BELT  power  transmission,  materials 
handling    4  construction   equipment  O  NIAGARA  agricultural  chemicals  4  seeds  □  PEERLESS  4  COFFIN  pumps  D  SYNTRON  4  STEARNS  electromagnetic  equipment 


Another  Year,  Another  Billion 

Sears  will  increase  sales  by  about  $1  billion  this  year 
on  capital  expenditures  of  less  than  $200  million. 


Any  company  with  sales  of  $1 'billion 
a  year  is  a  giant.  That  is  true  even  of 
merchandising  firms.  Allied  Stores' 
sales  were  only  about  SI  billion  last 
year.  So  were  May  Department  Stores' 
and  Winn-Dixie's.  W.  T.  Grant's,  the 
nation's  eighteenth-biggest  merchan- 
diser, were  just  short  of  $1  billion. 

Yet,  it's  a  good  bet  that  Sears,  Roe- 
buck &  Co.  will  increase  sales  by  about 
that  much  this  year.  The  increase  will 
be  approximately  as  great  as  the  com- 
bined increase  of  the  next  nine  general 
merchandise  and  variety  chains,  which 
include  such  prestigious  names  as  J.  C. 
Penney,  Montgomery  Ward  and  F.  W. 
Woolworth. 

Alread\-  the  nation's  largest  mer- 
chandiser by  far,  with  sales  last  year 
of  $7.3  billion  as  compared  with  the 
A  &  P's  $5.5  billion,  Sears  will  leap 
even  further  ahead. 

Even  more  significant:  At  a  time 
when  most  of  the  large  retailers,  es- 
pecially department  stores,  are  huffing 
and  puffing  to  maintain  earnings  at 
last  year's  levels,  Sears  will  show  a  sig- 
nificant rise.  So  far  this  year,  despite 
the  10%  surtax,  its  earnings  have  been 
about  10?  ahead  of  last  year's.  Last 
year  it  earned  $384  million,  over  four 
times  as  much  as  its  nearest  competitor, 
J.  C.  Penney. 

Sears  has  long  been  the  phenomenon 
of  the  merchandising  business,  but  the 
Sears  story  is  getting  more  and  more 
spectacular  each  year.  It  took  Sears  59 
years  to  reach  sales  of  $1  billion  in 
1945.  After  that,  things  picked  up. 
Sales  passed  82  billion  in  1948;  zoomed 
to  $3  billion  in  1955;  $4  billion  in 
1959;  $5  billion  in  1963;  $6  billion  in 
1965;  $7  billion  in  1967,  and  now, 
bang!,  they  will  jump  to  over  $8  billion 
in  just  12  months. 

And  the  end  is  mil  yet  in  sight.  Ac- 
cording to  President  Arthur  M.  Wood, 
Sears  will  spend  about  8190  million 
this  year  on  expansion,  about  $4  mil- 
lion more  than  last  year,  By  the  end 
of  the  year,  it  will  have  opened  33  new 


395"" 


Sears  Made  Autos.  And  kept 
pace  with  them.  Back  in  the 
early  1900s,  Sears  put  an  auto 
on  the  market:  "Fourteen  horse 
power,  weighs  only  1,000 
pounds,  V/2  horsepower  per 
100  pounds."  The  one  illus- 
trated, Model  H,  sold  for  $395. 
Then  Sears  was  primarily  a 
mail-order  business.  It's  now 
primarily   a    drive-in    business. 


retail  stores,   including  five  complete 
department  stores  in  the  East. 

Part  of  the  $190  million  is  being 
spent  to  expand  Sears'  catalogue  busi-' 
-ness.  In  the  past  four  years  the  com- 
pany has  added  more  than  4  million 
square  feet  to  its  catalogue  plants  and 
warehouses  and  it  will  add  more  this' 
year.  For,  although  the  catalogue  busi- 
ness was  started  at  a  time  when  most 
Americans  lived  on  farms  and  in  small 
towns,  it  has  continued  to  grow  even 
though  most  of  them  now  live  in  cities 
and  suburbs  within  easy  drive  of  a 
Sears  store.  Once  primarily  a  mail-or- 
der business,  the  catalogue  business 
has  become  largely  a  telephone  busi- 
ness. The  suburban  housewife  sees 
what  she  wants  in  the  catalogue  but,  in- 
stead of  filling  out  and  mailing  an  or- 
der blank,  she  simply  telephones  the 
nearest  Sears  store. 

Buy  Now;  Pay  Later 

One  of  the  reasons  for  Sears'  profit- 
ability is  the  fact  that  it  has  been  ex- 
tremely successful  in  encouraging  its 
customers  to  buy  on  credit.  Last  year, 
57%  of  all  its  sales  were  on  credit.  Sears 
charges  the  customary  1/2%  a  month. 
This,  along  with  Sears'  wholly  owned 
Allstate  Insurance  Co.,  probably  ac- 
counted for  an  estimated  30%  of  the 
company's  earnings,  as  compared  with 
15%  to  18%  a  decade  ago. 

Sears'  gross  sales  last  December  were 
$1  billion,  the  highest  for  any  one 
month  in  Sears'  history.  Even  if  they 
don't  reach  that  figure  this  December, 
it  still  will  be  a  Merry  Christmas  for 
Sears  investors  and  employees. 

Sears'  194,000  employees— who  are 
members  of  Sears'  profit-sharing  fund, 
which  owns  36  million  shares,  23%  of 
Sears  stock— will  become  richer  by 
some  $80  million  in  additional  profit 
contributions.  That  excludes  the  in- 
creased worth  of  Sears  stock  during  the 
year  so  far,  which  comes  to  something 
like  $460  million. 

Nor  have  Sears'  outside  shareholders, 
257,500  of  them,  been  neglected.  The 
stock  has  appreciated  in  value  this  year 
by  about  20%.  In  July  Sears  manage- 
ment increased  the  dividend  for  the 
eighth  time  in  the  last  ten  years. 

Happiness  is  a  thing  called  Sears.  ■ 
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Gianthood—or  Bust 

Its  merger  with  American  Tobacco  having  fallen  through, 
Russ  Togs  now  thinks  it  can  become  a  giant  on  its  own. 


Is  the  garment  business  about  to  leave 
behind  forever  the  little  Seventh  Ave- 
nue job  shops  and  enter  the  world  of 
big  business?  Ask  Henry  Benach.  51. 
executive  vice  president  of  Russ  Togs 
(1967  sales  S96  million),  after  Jona- 
than Logan  ( S203  million  j  and  Bobbie 
Brooks  ($115  million),  the  biggest 
ladies  garment  maker  in  the  U.S. 
Benach  has  a  quick  answer.  "Yes.  we 
see  the  clothing  industry  eventually  be- 
ing  dominated  by  a  relatively  few,  real- 
lv  large,  giant  companies."  Why,  then, 
did  the  deal  fall  through  for  Russ  Togs 
to  be  acquired  by  American  Tobacco, 
a  giant  if  ever  there  was  one?  Benach 


gets  a  little  vague  on  this  point,  but  he 
insists  Russ  Togs  now  has  the  muscle 
to  become  a  giant  company  on  its  own. 
'We  feel  now  we  can  go  it  alone."  he 
says."  "We  are  very  well  financed;  have 
lots  of  banking  facilities  and  lines  of 
ci  edit." 

"A  Virgin  Field" 

Benach,  therefore,  has  gone  on  a 
buying  spree.  He  already  lias  acquired 
Charrnfit  of  Hollywood,  a  manufactur- 
er of  foundation  garments  and  Royal 
Mist,  a  manufacturer  of  ladies'  rain- 
wear, and  he's  completing  the  acquisi- 
tion of  Andrew  Geller,  a  shoe  manu- 


facturer. With  all  this,  Russ  Togs 
should  do  in  excess  of  $140  million 
this  year,  50%  more  than  last.  Benach's 
goal  is  a  company  that  has  a  complete 
line  of  clothing,  like  Genesco,  with 
sales  of  $1  billion. 

Eli  Rousso,  president  and  a  founder, 
is  completely  behind  Benach.  He 
doesn't  believe  it  will  be  difficult  to 
achieve  this  goal  because,  he  points 
out,  there  are  so  many  thousands  of 
companies  in  the  industry  to  acquire. 
"This  is  a  virgin  field  for  acquisitions," 
he  says.  He  thinks  the  handwriting  is 
on  tlie  wall  now  that  Penn  Central  is 
about  to  acquire  Kayser-Roth. 


r 


HONOR  THY  FATHER 
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BORN  on  Manhattan's  lower  East 
Side  in  the  Twenties,  Eli  and  liv- 
ing Rousso  left  school  in  their  teens 
to  work  for  their  father's  clothing 
company.  The  two  brothers  got  most 
of  their  education  in  the  middle  of 
the  Depression  running  errands  and 
pushing  clothes  racks  along  the 
teeming  streets  of  New  York  City's 
famous  Seventh  Avenue  garment 
district. 

When  they  got  back  from  the 
\.i\\  aftei  World  War  11,  they  were 
drawn  back  to  the  garment  center. 
But  they  refused  to  work  for  some- 
one else,  not  even  their  father  Louis, 
the  head  of  a  small  sportswear  com- 
pany. Off  to  a  classic  start  in  the 
garment  industry,  they  borrowed 
$20,000  from  their  father  and  went 
into  business  themselves.  They 
made  children's  clothes  so  as  not  to 
compete  with  their  lather.  The  first 
year  Russ  Togs  did  more  business 
than  their  father  ever  did.  "We 
grossed  over  $1  million  in  1946," 
sav  s  Eli,  now  47.  "Even  in  his  best 
year  our  father  never  grossed  more 
than  8800,000  or  $900,000.  He 
couldn't  believe  it." 

But  father  knew  a  good  thing 
when  he  saw  it.  Two  years  later  he 
dissolved  his  own  company  and 
went  into  business  with  his  sons.  But 
not  as  an  employee.  "We  are  Se- 
phardic  Jews  and  there  is  simply 
no  question  that  the  father  is  boss, 
no  matter  what,"  Eli  says.  In  a 
grand  gesture  of  filial  respect,  the 
two  sons  signed  over  the  controlling 
interest  of  the  company  they  found- 
ed to  their  father. 


The  company  went  public  in  1960 
but  the  Rousso  family  still  controls 
30%  of  the  stock  (worth  about  $50 
million).  Louis  Rousso  remains  the 
biggest  single  stockholder  with  306,- 
000  shares  worth  about  $13  million 
and  jokes  that  his  sons  haven't  paid 
him  back  the  $20,000  he  lent  them 
to  get  started. 

By  1962  the  Rousso  family  real- 
ized that  their  family  shop  was  get- 
ting too  big  to  handle  at  $21  million 
a  year.  Management  was  getting 
thin;  they  couldn't  decide  whether 
or  not  to  advertise;  decisions  be- 
came difficult;  and  they  wanted  to 
acquire  other  companies  but  didn't 
really  know  how  to  go  about  it.  They 
needed  outside  help. 

Enter  Henry  Benach,  vice  presi- 
dent and  heir  apparent  to  the  presi- 
dency of  Robert  Hall.  The  Roussos 
met  him  over  dinner  one  night  and 
shortly  thereafter  lured  him  to  Russ 
Togs  with  what  was,  at  that  time, 
the  biggest  offer  ever  made  in  the 
garment  industry— a  $500,000  five- 
year  contract  plus  liberal  retirement 
benefits.  Shortly  after  becoming  ex- 
ecutive vice  president  Benach  called 
the  Roussos  into  his  office  and  said, 
in  regard  to  the  advertising  issue, 
"Let  me  make  the  decisions  and  I'll 
be  responsible  for  them."  The  Rous- 
sos obliged  and  Benach  was  off  and 
running.  Most  of  the  company's 
numerous  acquisitions  and  expan- 
sion plans,  including  the  abortive 
American  Tobacco  venture,  and  ad- 
vertising ideas  originated  in  Ben- 
ach's office.  Louis  Rousso  now  calls 
him  his  third  son.  ■ 
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...a  factor  you  should 
consider  in  selecting  a 
new  location 

There's  more  to  a  location  than  topog- 
raphy and  climate.  The  many  factors  that 
produce  and  reflect  people's  attitude 
were  studied  recently  by  Midwest  Re- 
search Institute,  Kansas  City. 

This  study  ranks  all  50  states  on  nine 
criteria  established  by  the  Eisenhower 
Commission  on  National  Goals.  The 
comparison  is  contained  in  a  booklet 
we've  prepared,  "The  Quality  of  Life  in 
Minnesota."  We'll  send  a  complimentary 
copy  upon  receiving  your  request. 

Incidentally,  Minnesota's  overall  rank 
is  number  2.  So  we're  still  trying  to 
improve. 


Please  send  a  free  copy  of 
Life  in  Minnesota." 

Name 

'The  Quality  of 

Company 

Addiess 

Cilv                               Slat* 

-       Zip 

rmnnesota! 

lO.OOO   LAKES 

C    M   Towle  Suite  202 

Department  of  Economic  Development 

67  West  Seventh  Street,  St.  Paul,  Minn.  55102 


No  Risk.  Henry  Benach 
(left)  has  no  time  for  peo- 
ple who  dismiss  the  gar- 
ment business  as  overly 
risky  and  too  frothy. 
"Everybody  has  to  have 
food,  shelter  and  cloth- 
ing and  Russ  Togs  is  in 
the  most  profitable  of 
the  three,"  he  claims. 
"We  make  basic  clothes 
for  every  woman  and  you 
don't  need  some  mysteri- 
ous flair  to  do  it.  There 
isn't  any  guesswork  at 
all  to  it.  All  this  high-fash- 
ion jazz  is  simple  bull." 


Certainly,  Russ  Togs  lias  the  where- 
withal for  acquisitions.  Its  cash  flow  is 
now  running  around  $7  million  a 
year  as  against  capital  expenditures  of 
under  $1  million.  Its  stock,  moreover, 
sells  at  a  level  where  it  can  pay  high 
prices  for  acquisitions;  recently  at  near- 
ly ten  times  book  value  and  well  over 
20  times  earnings. 

Russ  Togs'  earnings  last  year 
amounted  to  a  return  cf  over  40%  on 
hook  value.  One  reason  is  that  the 
company  does  not  need  much  capital. 
For  one  thing  it  operates  no  factories, 
cutting  its  clothes  hut  letting  others 
sew  them  under  contract.  On  a  gross 
plant  account  of  $4.7  million  it  netted 
SO. 7  million.  With  this  kind  of  profit- 
ability and  management  it  can  also  pa\ 
high  salaries  (.see  box,  p.  51)  to  attract 
topnotch  marketing  people. 

The  garment  business  lias,  of  course, 
always  been  highly  profitable— in  a 
good  year.  But  in  had  years  mam  com- 
panies   went    broke.    Russ    Togs    has, 


partly  at  least,  beaten  this  rap.  It  em- 
phasizes sports  clothes,  skirts,  blouses 
and  sweaters,  where  the  vagaries  of 
fashion  are  less  dangerous. 

The  kind  of  expansion  now  under- 
way, of  course,  poses  some  dangers. 
It  will  inevitably  put  Russ  Togs  into 
different  lines  of  business  than  it  is  ac- 
customed to;  it  is  already  moving  into 
shoes  and  corsets  for  the  first  time. 
At  this  point  a  good  deal  depends 
on  cost  control.  "Most  companies  in 
this  business,"  says  Benach,  "have 
their  selling  and  administrative  costs 
inn  around  19%  to  20%  of  sales.  At  Russ 
Togs  we  have  our  costs  at  13%  of  sales. ' 

If  Russ  Togs  can  retain  that  kind  of 
profitability  in  related  businesses,  one 
of  two  things  is  almost  certain  to 
happen:  It  will  attract  acquisitions  so 
last  that  it  will  itself  become  a  giant 
company  within  a  relatively  few  years; 
or  it  will  become  so  attractive  some 
other  company  will  come  along  with  an 
oiler  that  will  be  irresistible.  ■ 
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Ask  the  man 
who  likes  a  leader 
in  a  growth 
industry 

about  /Etna. 


More  people  are  buying  more  insurance  than  ever  before 
in  history.  And  more  are  choosing  JEtna. 

The  result?  Since  1960  jEtna  premium  income  has 
doubled.  The  increase  is  over  a  billion  dollars.  In  the  past 
five  years  iEtna  has  grown  nearly  50  percent  faster  than 
the  expanding  insurance  industry. 

Where  there's  growth  there's  value.  And  through  better 
service,  new  products — and  expansion  into  new  product 
lines — ./Etna  is  strengthening  its  leadership  as  one  of  the 
world's  largest  companies  handling  all  kinds  of  insurance. 


OUR  CONCERN  IS  PEOPLE 
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Band-Aid  or  "Total  Marketing  Concept?" 

With  the  lustre  gone  from  the  airline  business,    TWA   is 
trying  to  get  down  to  the  business  of  selling  its  product. 


Among  airlines,  TWA  has  problems. 
Its  routes  in  the  U.S.  make  it  second  or 
worse  in  nearly  every  area.  Abroad,  it 
is  a  poor  second  to  Pan  Am  and  has  to 
fight  two  dozen  foreign  airlines.  Until 
1966,  it  had  to  live  under  the  spectre 
of  Howard  Hughes  and  a  potential 
power  struggle.  Its  position  hasn't  been 
helped  in  recent  years  by  a  very  check- 
ered marketing  program.  "Gimmick  - 
ery"  is  the  only  word  Blaine  Cooke, 
senior  marketing  vice  president,  can 
think  of  that  describes  TWA's  previous 
marketing  methods.  Gimmickery  such 
as  "Foreign  Accent"  flights— domestic 
service  gussied  up  with  stewardesses  in 
outlandish  costumes  representing  dif- 
ferent countries.  That  campaign  ended 
in  September— six  months  after  Cooke 
left  the  job  of  marketing  vice  president 
of  United  Air  Lines  to  join  TWA. 
"When  I  was  working  at  United," 


says  Cooke,  "I  thought  that  TWA  must 
have  the  view  that  marketing,  rather 
than  being  an  integral  and  essential 
element  of  the  corporate  management, 
was  a  kind  of  external  mystique— a  kind 
of  Band-Aid  that  you  applied  as  needed 
to  sore  spots  in  the  hope  that  something 
good  would  happen."  But  marketing 
medication  wasn't  curing  the  airline's 
declining  market  share.  From  16.6%  in 
1953,  its  domestic  share  will  be  at 
14.15?  by  the  end  of  this  year;  its  hunk 
of  the  nation's  transatlantic  market 
(shared  with  Pan  American)  will  be 
down  to  46.2%  from  a  high  of  47%  in 
1953.  Even  more  cause  for  worry  is 
last  year's  payload  factor  (percentage 
of  available  passenger  miles  actually 
sold)  of  45.3%.  United,  the  largest  U.S. 
airline,  last  year  had  a  passenger  pay- 
load  factor  of  59.8%. 

Cooke's  move  to  TWA  in  March  was 


Marketing  is  a  broad  term.  At  TWA 
it  now  includes  the  decision  on  the 
style  of  outfits  the  airline  hostesses 
wear.  Before  Blaine  Cooke  (below) 
charged  into  TWA  as  marketing  vice 
president,  hostesses,  their  training 
and  dress,  were  the  responsibility  of 
the  Transportation  Department.  One 
of  Cooke's  first  announced  market- 
ing moves  was  to  abandon  TWA's 
three-year-old  blue,  prison-type  uni- 
forms and  to  clothe  the  girls  in  new 
wardrobes  of  green,  orange  or  gold 
with  turtle-neck  tops  and  A-line  skirts. 


the  first  sign  of  corporate  reorganiza- 
tion in  which  marketing  was  transr 
formed  from  a  secondary,  almost  inci- 
dental management  concept,  to  a  prime 
function  of  the  company.  "Marketing 
used  to  be  fragmented  within  the  com- 
pany, with  its  most  visible  work  in  sales 
promotion  and  advertising,"  Cooke 
says.  Now,  under  Cooke's  direction, 
marketing  is  responsible  for  everything 
about -the  air  service  from  route-struc- 
ture research  and  flight  scheduling  to 
passenger  and  cargo  sales  and  service, 
advertising  and  sales  promotion.  "As 
corny  as  it  may  sound,  we're  returning 
our  emphasis  to  marketing  basics,  and 
to  eschew  for  awhile  the  gimmickery," 
Cooke  says.  "A  second  approach  we're 
taking  is  treating  marketing  much  more 
as  a  problem-solving  function." 

Offering  Service 

In  other  words,  through  Cooke, 
TWA  President  Charles  C.  Tillinghast 
Jr.  is  getting  around  to  a  marketing 
concept  in  running  an  airline  that 
United  adapted  in  the  early  Sixties. 
United  realized  about  1960  that  its 
business  was  not  just  that  of  getting 
a  plane  from  one  airport  to  another. 
Rather,  it  was  offering  a  service:  routes, 
schedules,  reservations,  tickets  and 
wining  and  dining.  United  studied  the 
changing  nature  of  the  airline  business 
for  two  years  and  then  took  three  years 
to  implement  the  changes. 

But  while  United  and  others  were 
making  slow,  orderly  changes  in  their 
management  organization,  Tillinghast 
and  his  men  were  still  worrying  over 
Hughes  who,  although  he  had  signed 
over  control  of  the  company  to  them, 
still  owned  most  of  the  stock.  After 
Hughes  sold  his  stock  in  1966,  Tilling- 
hast began  rebuilding  and  raiding  oth- 
er airlines— United  for  Cooke  and 
Northeast  for  President  F.C.  Wiser  Jr., 
who  will  be  TWA's  No.  Two  man. 
"Now,"  says  Cooke,  who  will  be  report- 
ing to  Wiser,  "we'll  see  if  it  works." 
One  phase  of  the  change  is  already  at 
work:  In  August,  Cooke  moved  TWA's 
$18-million  advertising  account  from 
Foote,  Cone  &  Belding  to  Wells,  Rich, 
Greene.  Neither  the  new  agency  nor 
Cooke  is  saying  what  the  theme  will  be 
for  TWA's  new  ad  campaign,  but 
Cooke  goes  as  far  as  to  say:  "This 
theme  'Up,  Up  and  Away,  TWA'  is 
clever,  catchy  and  popular— but  it 
doesn't  sell  tickets." 

Yet.  to  date  there's  nothing  visibly 
new  in  TWA's  marketing  scheme  other 
than  additional  regional-sales  opera- 
tions, new  employee  wardrobes  and 
new  reservations  centers.  Meanwhile, 
earnings  (including  TWA's  Hilton  In- 
ternational subsidiary)  are  only  $41 
million,  or  4%  of  total  revenues,  and  the 
stock  is  selling  around  45— way  down 
from  its  high  of  101  in  1966.  ■' 
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Mother  Corn  Tries  Harder 

Big  Corn  Products  is  going  to  take  another  crack  at  making  earn- 
ings grow,  but  it's  having  a  hard  time  kicking  the  stagnation  habit. 


Chance  comes  slowly  in  a  billion  dol- 
lar corporation  but  even  a  conservative 
outfit  like  Com  Products  (  1967  sales: 
$1.1  billion)  can  get  impatient  with 
disappointing  results  in  todays  take- 
over climate.  On  Sept.  18  there  was  a 
surprising  change  of  command  in  the 
new  Englewood  Cliffs,  N.J.  head- 
quarters—it was  roughly  five  years 
ahead  of  schedule.  In  came  a  genial 
Texan  named  Howard  C.  Harder,  52. 
the  first  finance  man  to  become  chief 
Executive  in  the  company's  placid  62- 
year  history,  and  out  went  moody 
Chairman  Alexander  \.  McFarlane, 
59.  who  plans  to  retire  next  year. 

Harder  surprises  no  one  when  he 
sa\  s  that  his  No.  One  job  is  to  make 
Corn  Products'  per-share  earnings 
growth  "at  least  equal  to  the  com- 
panies with  whom  I'm  competing  for 
capital.'  After  all,  despite  an  active 
acquisition  program  and  considerable 
■verseas  growth,  Corn  Products'  net 
fell  from  $58. 8  million  to  S51  million 
last  year  (from  $2.64  to  $2.30  per 
And  preliminary  1968  results 
are  little  better. 

Never  Strong 

Earnings  growth  lias  never  been  a 
Com   Products  strong  point.   Indeed, 

before  William  T.  Brady  tame  along  as 
chief  executive  in  1957,  old  Mother 
Corn  provided  almost  as  dismal  a  study 
in  stagnation  as  that  other  turn-ol-the- 
century  near-monopoly,  U.S.  Steel.  In 
■early  thirty  years  between  1917  and 
1945,  sales  inched  up  from  SI 00  mil- 
lion to  $106  million,  while  earnings 
inched  down  from  $11.3  million  to 
$8.6  million.  As  recently  as  1954,  Corn 
Products  earned  only   S15.S  million. 

Brady  got  Com  Products  off  dead 
center  with  the  well-conceived  best 
Foods  merger  of  1958,  among  others. 
CP  was  an  almost  exclusively  corn- 
based  product  company,  with  7~ 
its  sales  in  starches  and  sweeteners. 
It  was  tied  to  tow-margin  industrial 
bulk  markets,  best  Foods  i  Skippy  pea- 
nut butter,  Hellmann's  mayonnaise, 
H-O  oats)  was  90$  in  the  more  profit- 
able (and  more  competitive)  consumer 
market.  With  the  help  of  an  active,  if 
not  always  inspired,  acquisition  pro- 
gram. Corn  Products  net  climbed  to 
$50.2  million  on  sales  of  $857  million 
by  1963.  But  today  on  oxer  $200  mil- 
lion more  volume,  earnings  are  back 
down  again  to  $51  million.  The  mo- 
mentum seems  to  have  gone. 

Howard  Harder  isn't  one  to  waste 
his  breath  on  excuses.  "Sure,"  he  says, 


Horatio  Harder.  Howard  Hard- 
er started  at  $75  a  month  as 
an  office  boy  for  Mother  Corn 
in  1937  when  such  jobs  were 
not  to  be  scorned.  He  rose 
through  finance,  is  a  firm  be- 
liever in  the  "tree  form"  (i.e. 
interchangeable  jobs)  type  of 
management. 


"we  had  a  hell  ol  a  lime  with  this  corn 
syrup  price  war  last  year,  and  the  corn 
starch  price  war  this  year.  And  wc 
swallowed  hard  on  devaluations  [Ar- 
gentina 'and  England].  But  you  have 
to  take  the  good  with  the  bad." 

Instead  he's  working  to  correct  more 
fundamental  problems.  Oik1  is  bureau- 
cracy. "We  had  an  executive  vice  pres- 
ident-international, and  an  executive 
vice  president-domestic,"  he  explains. 
"Both  had  large  stall  groups.  Last  fall 
I  eliminated  that  entire  level  ol  man- 
agement and  had  the  six  profit-center 
men— one  in  Europe,  one  in  Latin 
America,  one  in  the  Far  East,  and  three 
in  this  country  representing  industrial, 
consumer,  and  research  and  develop- 
ment—report to  me  directly  instead  of 
having  to  fight  their  way  through  a 
staff  level."  lie  has  also  managed  lo 
reduce  the  average  age  ol  top  manage- 
ment to  5 1 . 

But  Harder  refuses  to  be  panicked 
into  faster  expansion  in  the  consumer 
market.  "We  could  bring  out  a  stream 
of  new  products  like  other  companies," 
he  says,  "but  that's  not  what  you  want. 


We've  been  adding  products  such  as 
Niagara  spray  starch.  During  the  year 
and  a  half  that  we  were  testing  it 
there  were  probably  five  or  six  new 
products  across  the  country  that  earned 
a  substantial  return  lor  all  the  effort 
and  ours  was  one  of  them.  Mazola 
margarine  was  another  one  and  we 
believe  our  new  Skippy  nuts  line  will 
be  another.  You  see,  Skippy  peanut 
butter,  Hellmann's  mayonnaise,  Karo 
syrup,  our  laundry  starches— each  is 
No.  One  in  its  field,  a  premium-priced, 
branded  item."  But  the  Knorr  dehy- 
drated-soups failure  in  this  country- 
fit's  quite  successful  overseas)  taught 
Harder  a  lesson:  He's  set  aside  a  re- 
serve of  $10  million  for  predicted  new- 
product   losses. 

Not  So  Easy 

It's  no  secret  that  Corn  Products  has 
been  having  difficulty  learning  the 
tricks  of  the  trade  in  the  consumer 
field  and  Harder  frankly  admits  he's 
trying  to  buy  talent  and  new  ideas. 
"We're  buying  expertise,"  he  says. 
Then  he  licks  off  the  key  growth  areas 
for  his  firm:  the  extension  of  the  gro- 
cery-products line,  the  education  field, 
public  and  institutional  feeding,  and 
aerosol  products. 

Public  and  institutional  feeding  rep- 
resents  $30  billion  of  the  $100-billion 
loocl  industry,  says  Harder,  and  Corn 
Products  recently  invested  in  an  ex- 
perimental but  slightly  profitable  firm 
called  Dutch  Pantry  (1967  sales:  $21 
million)  because  Haider  feels  the  firm 
has  promising  ideas  in  hospital  cater- 
ing as  well  as  growing  talent  in  the 
restaurant   business. 

The  Peterson  Packaging  acquisition 
in  1966  added  knowhow  in  aerosol 
packaging.  "The  aerosol  container  is 
technically  changing  night  by  night," 
says  Harder.  "You  don't  just  take  a 
product  and  put  it  in  a  can.  It's  prob- 
ably got  lo  be  different  from  the  pro- 
duct you  sold  in  liquid  form." 

Harder  also  has  great  hopes  tor  the 
much-publicized  Corn  Products  invest- 
ment in  such  manpower  training 
and  educational  systems  companies  as 
MIND,  and  Woolman  Systems.  "We 
think  in  five  years  these  companies 
should  be  worthy  ol  an  equal  share  at 
the  (able.  The  opportunity  is  there,  if 
we're  smart  enough,  we'll  get  it." 

As  one  Corn  Products  executive  says 
ol  Harder:  "He's  no  creampuff."  Strong 
steps  are  being  taken  to  get  old  Mother 
Corn  on  the  move  again.  Says  Harder: 
"We're  certainly  investing  enough 
manpower  and  money  to  get  the  job 
done  —  provided  we've  selected  the 
right  programs  —  and  that's  my  job." 
II  Harder  doesn't  make  the  right 
choice.  Corn  Products  is  likely  to  re- 
main something  very  like  a  public  util- 
ity in  a  field  with  very  little  growth.  ■ 
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John  Goodale  Hall 


Only  His  Wife  Has  the  Key 

In  moving  up  into  the  presidency 
of  New  York's  giant  Anaconda  Co. 
last  month,  John  Goodale  Hall,  51, 
a  mining  engineer  by  trade,  becomes 
the  first  outsider  ever  to  break  into 
the  very  top  management  ranks  of 
what  is  now  the  world's  largest  cop- 
per company.  But  don't  get  the 
wrong  idea:  Hall  is  only  a  relative 
outsider. 

"I'm  not  exactly  a  stranger  to 
the  company,"  he  says.  Anaconda 
executives,  including  President  C. 
Jay  Parkinson,  got  to  know  Hall  well 
during  the  Thirties  and  Forties 
when  lie  was  working  in  Utah  for 


U.S.  Smelting  and  Chief  Consoli- 
dated Mines.  In  1952  Hall  moved 
over  to  National  Lead  to  head  up  its 
Tahawus,  N.Y.,  titanium  operation, 
and  joined  Anaconda  in  1965  as 
assistant  to  the  vice  president,  new 
mines  department. 

A  chunky,  rather  owlish-looking 
man,  with  curly  dark  hair  and  dark- 
rimmed  glasses,  Hall  assumes  the 
presidency  at  a  time  when  Anacon- 
da is  engaged  in  the  most  ambitious 
and  expensive  expansion  program  in 
its  history— a  $750-million  effort  to 
expand  Anaconda's  copper  produc- 
tion capacity  by  more  than  50%  by 
1972.  Hall  will  have  to  see  to  it  that 
the  new  capacity  works  perfectly. 


Money:  The  Root  of  a 
Man's  Trouble 

John  M.  Fox,  chairman  of  the 
United  Fruit  Co.,  once  remarked 
that  "the  modern  corporate  execu- 
tive Faces  sufficient  grief  and  trou- 
ble in  1 1 is  everyday  job  ...  to  take 
tlic  <jas  pipe  once  a  week."  Fox' 
biggest  trouble  is  a  pile  of  cash  that 
lias  grown  from  S3S.5  million  in 
1964  to  nearly  $100  million.  His 
latest  grief  apparently  steins  from 
this— Eli  M.  Black,  a  Long  Island, 
N.Y.,  rabbi-turned-financier,  tempt- 
ed in  part  h\  all  this  lovely  cash, 
went  out  ami  bought  733,000  shares 
ol  IT.  nearlj  10',  el  the  outstand- 
ing. Black  bought  the  stock  for  a 
conglomerate  lie  runs  called  AMK 
Corp.  Total  cost:  $  1 1  million. 

Conglomerates    love    Id   acquire 
companies    with    cash,    leveraging 

cash  and  credit  is  their  thi 

Fox  has   long   been  aware  .)!   the 
danger  his  company's  pile  of  cash 

presented  to  manag  menl  He  at- 
tempted to  use  the  monej    foi 


L 
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Since  joining  the  company  Hall  has 
devoted  himself  to  the  job  of  re- 
ducing Anaconda's  operating  costs 
and  to  bringing  the  most  modern 
planning  methods  to  the  company. 
The  result  is  that  Anaconda's  costs 
have  been  gradually  dropping— by 
$3  million  in  its  aluminum  subsid- 
.  iary  alone— and  all  its  operating 
divisions  have  been  put  on  at  least 
five,  and  sometimes  ten-or-fifteen 
year  plans. 

In  tandem  with  Hall's  assump- 
tion of  the  presidency,  an  appoint- 
ment effective  next  January,  Chair- 
man Charles  M.  Brinckerhoff,  67, 
becomes  chairman  of  Anaconda's 
all-powerful  executive  committee; 
vice-president-finance  William  E. 
Quigley,  55,  becomes  vice  chair- 
man; and  President  Jay  Parkinson, 
59,  chairman  and  chief  executive 
officer. 

One  thing  has  not  changed, 
however.  It  is  the  dedication  that 
Anaconda  expects— and  gets— from 
its  top  men.  At  a  party  in  Salt  Lake 
City  last  June,  a  group  of  Jack  Hall's 
Utah  friends  clapped  a  copper  col- 
lar labeled  Property  of  the  Ana- 
conda Co.  around  his  neck  and 
threw  away  the  key.  Well,  they 
didn't  exactly  throw  it  away.  "They 
did  worse  than  that,"  Hall  says,  dis- 
playing the  collar  proudly,  "they 
gave  the  key  to  my  wife."  ■ 
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John  M.  Fox 


quisitions.  His  problem  was  that,  in 
these  days,  most  sellers  don't  want 
money;  they  want  stock. 

Fox,  who  helped  make  Minute 
Maid  a  power  in  the  orange  juice 
business,  joined  UF  as  executive 
vice  president  in  1961  after  Coca- 
Cola  acquired  his  company.  Of  the 
sale,  he  once  said:  "It  was  like  mar- 


rying oft  your  daughter."  Fox  made 
it  clear  he  disapproves  of  his  second 
daughter's  new  suitor  and  that  he 
would  far  prefer  someone  else,  per- 
haps Zapata  Off-Shore  or  Dilling- 
ham Corp.,  which  have  already 
made  offers.  Meanwhile,  Black's 
holdings  in  United  Fruit  have  in- 
creased by  $10.7  million.  ■ 
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Pity  the  Poor  Americans 

Most  British  businessmen  find  plen- 
ty to  grouse  about  in  the  way  their 
own  government  treats  them,  but 
Sir  Mark  Turner  last  month  took 
time  out  to  shed  a  tear  for  his  Ameri- 
can colleagues.  Sir  Mark  is  a  kind 
of  British  Sidney  Weinberg.  He  is 
deputy  chairman  of  Kleinwort.  Ben- 
son Ltd.,  the  powerful  London  mer- 
chant bank  I  somewhat  like  New- 
York  s  Brown  Brothers  Harriman), 
chairman  of  another  company, 
deputy  chairman  of  yet  another  and 
director  of  about  a  dozen  more.  He 
has  had  endless  experience  dealing 
on  both  sides  of  the  Atlantic. 

"Your  businessmen  over  here," 
moans  Sir  Mark  in  London,  "often 
seem  to  be  lost  in  a  maze  of  regula- 
tions in  dealing  with  their  custom- 
ers, subsidiaries  and  affiliates.  They 
don't  have  time  to  run  their  busi- 
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Sir  Mark  Turner 

ncsses.  The)  may  be  headquartered 

in  New  York  or  Chicago  or  Detroit, 
but  they  can't  do  much  without  ha\  - 
ing  their  counsel  check  with  the 
Securities  &  Exchange  Commission 
and  antitrust  bodies  in  Washington. 

"Don't  misunderstand  me— you 
have  to  have  a  certain  amount  of 
control.  We  don't  have  anything  like 
your  SEC,  but  we  do  have  regula- 
tions. But  there  is  a  problem  when 
you  legislate  to  the  point  that  the 
government,  not  the  corporation, 
runs  the  business." 

What  is  Sir  Mark's  solution?  An 
old-fashioned  but  rather  appealing 
one.  "Hire  honest  men  and  give 
them  the  responsibility  of  conduct- 
ing an  honest  business.  You  have  to 
trust  people— you  certainly  have  to 
in  banking,  or  you'd  never  be  a 
banker.  That's  the  sensible  way.  Not 
the  way  of  the  SEC.  That  way  looks 
like  a  return  to  the  inquisitions."  ■ 


Stuart  Perkins 


Calculated  Modesty? 

Late  last  month  an  official  of 
the  Treasury  Department  accused 
Detroit  of  ignoring  the  compact-car 
market  and  thereby  worsening  the 
U.S.  balance  of  payments.  He  didn't 
say  so,  but  a  major  cause  of  the  trou- 
ble is  Stuart  Perkins,  the  dapper 
quiet-spoken  mechanical  engineer 
who  has  built  Volkswagen's  U.S. 
subsidiary  into  this  country's  fourth- 
biggest  auto  company,  with  nearly 
6%  of  the  total  market.  This  is  quite 
an  international  story,  considering 
that  Perkins  is  English-born  and 
educated  (University  of  Birming- 
ham )  and  worked  in  Canada  before 
coming  to  the  U.S.  in  1955,  when 
he  was  just  27.  Three  years  ago, 
when  Perkins  was  only  37,  he  be- 
came president  of  Volkswagen  of 
America,  now  a  $l-billion-a-year 
organization. 

Early  this  year,  Perkins  predicted 
sales  of  475,000  VW's  in  the  U.S. 
The  final  figures  will  be  closer  to 
550,000.  "Oh,"  says  he,  modestly, 
"the  extra  75,000  will  be  mostly 
beetles  with  automatic  stick  shifts; 
we  really  didn't  sell  any  more  regu- 
lar beetles  than  we  expected." 

There  are  those  who  think  that 
this  modesty  springs  from  a  reluc- 
tance to  attract  attention  to  VW's 


prosperity  and  the  consequent  drain 
on  the  balance  of  payments.  VW 
successfully  rode  out  Detroit's  inva- 
sion of  the  compact  field  in  1959 
but  faces  new  compacts  from  Ford 
and  American  Motors  next  spring 
and  from  General  Motors  later  in 
the  year. 

However,  VW  is  not  really  shak- 
ing in  its  boots.  Last  time  Detroit 
hit  with  its  compacts,  nearly  all  of 
the  other  low-priced  imports  were 
clobbered,  but  VW  kept  right  on 
climbing.  It  may  do  so  again.  For 
one  thing,  Detroit  will  have  a  hard 
time  competing  on  price:  Major 
tooling  and  engineering  costs  on  the 
beetle  have  long  since  been  written 
off.  The  car  is  manufactured  and  as- 
sembled in  Germany,  where  labor 
costs  are  enough  below  those  in  the 
U.S.  to  more  than  offset  the  ship- 
ping costs.  As  a  result,  VW  has  had 
the  profits  to  set  up  a  first-class 
service  and  distribution  organiza- 
tion and  to  make  its  dealers  both 
tough  and  rich.  Says  Perkins:  "If 
Detroit  embarks  on  a  massive  ad- 
vertising campaign,  as  I'm  sure  they 
will,  it  can  only  help  us.  They  can't 
say  'buy  a  small  car'  without  making 
people  think  of  VW."  All  in  all,  he's 
predicting  a  typically  modest  sales 
gain  for  1969:  up  4%,  to  570,000 
units.  ■ 
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Faces  Behind  the  Figures 


Into  the  Home 

The  furniture  industry  is  big 
(1967  sales.  $4  billion),  but  it  is 
almost  totally  fragmented  (no  single 
compan)  has  even  3%  of  the  mar- 
ket). Inevitably,  this  attracts  big 
business,  which  thinks  that  there  is 
mone)  to  he  made  in  bringing  the 
economies  of  size  and  better  dis- 
tribution into  the  industry.  The 
latest  lo  catch  this  itch  is  Karl  R. 
Bendetsen,  61,  chairman  and  chief 
executive  officer  of  giant  (1967 
sales,  $1  billion)  U.S.  Plywood- 
Champion  Papers,  Inc. 

In  July  Plywood-Champion  ac- 
quired Drexel  Enterprises,  whose 
sales  of  $78  million  made  it  the  third 
largest  U.S.  home  furniture  maker 
(after  Kroehler  Manufacturing  and 
Bassett). 

"Drexel  is  the  first  step  in  form- 
ing an  interior  furnishings  group 
that  will  produce  a  diversified  prod- 
uct line  lor  homes,  offices,  institu- 
tions, hotels  and  motels,"  Bendetsen 
says.  "Ultimately,  the  sales  of  this 
group    will    he   substantial." 

Bendetsen  is  counting  on  home 
furnishings  to  help  his  company 
grow  I  aster  than  its  industry.  His 
opportunities  to  grow  within  the 
forest  products  industry  are  some- 
what hampered  by  the  company's 
very  size;  the  Justice  Department 
has  already  forced  him  to  begin 
selling  at  least  23  of  his  paper  mer- 
chants (i.e.,  wholesalers).  Wary  of 
the  antitrusters  in  his  new  venture, 
Bendetsen  hastens  to  say:  "Our  in- 
terest in  Drexel  has  no  relation  at  all 
to  the  fact  that  some  furniture  is 
made  of  wood.  We  make  no  signifi- 
cant sales  o(  wood  to  Drexel."  ■ 


Karl  R.  Bendetsen 


Jack  I.  Straus 


Change  of  Faces 

R.  H.  Macy  &  Co.  has  been  a  rela- 
tive laggard  in  the  retailing  indus- 
try. For  fiscal  1968  (ended  July),  its 
best  year  ever,  Macy's  earned  only 
2.7%  on  sales,  12.8%  on  stockholders' 
equity.  On  both  counts  it  is  below 
archrival  Gimbel  Brothers  (3.5% 
and  13.5%  respectively)  and  other 
chains  such  as  Federated  Depart- 
ment Stores  (4.6%  and  14.2%);  and 
Associated  Dry  Goods  (4.2%  and 
13.3%) .  This  in  spite  of  the  fact  that 
Macy's  has  nearly  doubled  per-share 
earnings  in  the  past  four  years. 

Was  a  desire  for  a  change  behind 
last  month's  announcement  of  a 
change  at  the  top?  Apparently  not. 
Jack  I.  Straus,  third  generation  of 
his  family  to  head  Macy's,  was  mov- 
ing up  from  chairman  to  chairman 
ol  thi'  executive  committee.  Hut  he 
was  at  pains  to  insist  that  this  was 


merely  a  normal  succession,  inas- 
much as  he  was  68,  past  the  65-year 
retirement  age  that  is,  theoretically, 
mandatory. 

"From  the  outside,  this  looks  much 
more  important  than  it  does  to  us 
on  the  inside,"  Straus  told  the  New 
York  Times,  insisting  that  he  in- 
tended to  remain  active  in  the  busi- 
ness. His  successor  as  chairman  is 
Donald  B.  Smiley,  an  attorney  who 
has  been  with  Macy's  23  years.  The 
title  of  chief  executive  officer  goes 
to  Ernest  L.  Molloy,  a  39-year 
Macy's  veteran  and  former  head  of 
the  California  division.  Moreover, 
there  is  another  Straus  who  is  very 
much  in  the  picture:  Kenneth 
Straus,  Jack's  43-year-old  son  who  is 
a  senior  corporate  vice  president.  Al- 
though the  family  now  votes  only  5% 
of  the  stock,  the  Straus  tradition 
looks  strong  at  Macy's  for  many 
more  \  ears  to  come.  ■ 
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William   White 


"They  Don't  Know  How 
Much  Money  They're  Losing" 

TRUCKS  can't  Hy.  and  planes  can't 
ride  the  highways.  So  why  should  a 
trucker  be  petitioning  the  Civil 
Aeronautics  Hoard  this  month  for 
permission  to  get  into  the  air-freight 


That 


s    precisel) 
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William  White,  the  55-year-old 
president  and  chairman  of  Consoli- 
dated Freightways,  the  nation's 
largest  trucking  company,  is  doing; 
and  his  reason  is  that  he  believes 
his  own  business  and  the  air-freight 
business  aren't  really  too  different. 

Consolidated  is  a  big  company  by 
trucking-industry  standards.  Reven- 
ues last  year  were  S3 12  million 
(two-thirds  from  carrier  opera- 
tions); net  earnings,  S10.7  million. 
It  specializes  in  less-than-truckload 
freight  (that  is.  under  10,000 
pounds)— freight  with  high  value 
and  small  bulk.  On  freight  like  this 
shippers  are  willing  to  pay  higher 
rates.  White  admits  that  the  rail- 
roads   carry    tons    of   freight   more 


cheaply  but  says  his  customers  don't 
care  because  the  trucks  offer  more 
flexible  and  direct  service. 

White  thinks  his  trucking  opera- 
tion would  fit  neatly  into  an  air- 
freight forwarding  setup.  "Air- 
freight forwarding  is  nothing  but  a 
pickup  and  delivery  service  and 
that's  our  business,"  he  says.  Eighty 
per  "ent  of  the  delivery  time  is  spent 
on  the  ground.  As  White  says,  "the 
simplest  part  of  the  whole  operation 
is  flying  the  plane." 

The  big  problem  with  air  freight 
is  the  terminals.  The  volume  of  busi- 
ness has  grown  much  faster  than 
the  terminals'  capacity  to  handle  it. 
The  resulting  delays  are  often  so 
long  that  air  freight  can  take  as  long 
to  arrive  as  can  truck  freight. 


White  points  out  "most  of  the  air- 
freight forwarders  are  small  and  so 
are  their  financial  resources.  Their 
cost-accounting  systems  aren't  very 
detailed;  they  often  don't  even  know 
where  they  are  losing  money." 

Consolidated's  size  will  give  it  a 
big  advantage.  It  has  the  financial 
wherewithal  to  invest  in  new  termi- 
nal facilities.  "Of  course,"  White  ex- 
plains, "we  expect  to  take  a  loss  for 
a  while  but  we  can  absorb  it.  In  the 
end  it  could  be  quite  profitable." 

The  CAB  originally  approved 
Consolidated's  petition  thirteen 
months  ago,  but  later  decided  to  re- 
consider it.  Though  Consolidated 
claims  its  operation  will  be  rather 
small,  the  air-freight  forwarders  may 
have  cause  to  worrv.  ■ 


Rude  Awakening 

Tin:  old-line  blue  chips  haven't 
been  very  popular  lately,  but  at 
least  their  stockholders  could  sleep 
well.  They  weren't  likely  to  wake 
up  some  morning  and  hear  that 
their  company— like  some  overex- 
tended conglomerate— had  suddenly 
plunged  into  the  red.  The  102,800 
stockholders  of  giant  Allied  Chemi- 
cal, however,  were  rudely  awakened 
from  that  pleasant  dream  late  last 
month.  John  T.  Connor,  Allied's 
president  since  February  1967,  in- 
formed them  that  the  company 
would  be  in  the  red— for  the  first 
time  in  the  venerable  corporation's 
17-year  history— in  the  third  quar- 
ter of  this  year. 

Theoretically,  big  companies  like 
Allied  are  immune  to  running  in  the 
red  because  of  their  diversity;  if  one 
division  gets  sick  the  others  make 
up  for  it.  But,  as  Connor  now 
knows,  it  is  possible  for  just  about 
everything  to  go  wrong  at  once. 
And  it  did.  Part  of  the  problem  was 
big  write  offs  on  an  ammonia  plant 
and  oil  properties,  but  operating 
results  were  weak,  too.  A  company 
statement  blamed,  "heavy  startup 
expenses  in  new  plants,  a  poor  ferti- 
lizer season  and  oversupply  and  re- 
duced price  conditions  for  propane 
and  butanes,  a  variety  of  industrial 
chemicals  and  some  plastics." 

With  that  catalogue  of  woes,  it 
became  clear  that  all  has  not  been 
well  at  Allied  and  it  helped  explain 
why  the  board  of  directors  went 
crutside  the  company  to  hire  Connor, 
54,  former  Secretary  of  Commerce 
and,  before  that,  president  of  Merck 
&Co.  ■ 


John  T.  Connor 


ORBES.  OCTOBER  15,  1968 


65 


¥ 


i 
i 


i 


Our  marketing  experts 
are  searching  for  clues 
to  serve  you  better. 


The  old  way  of  serving  shippers  was  to 
provide  information  on  available  railway 
services.  And  then  to  match  those  services 
to  the  shippers'  transportation  needs. 

But  Northern  Pacific  has  a  new  way. 

We'ye  established  a  Market  Development 
Department.  And  divided  it  into  major  industry 
areas  including  forest  products,  grain  and 
grain  products,  and  construction  materials.  And 
into  specialized  product  areas  such  as 
piggybacking,  container-on-flat-car  and 
export-import  services. 

The  marketing  experts  in  each  of  these  areas 
are  conducting  research  in  their  specialized 
fields.  And  making  recommendations  to 
NP  management  on  new  programs. 

So  instead  of  adapting  shippers'  needs 
to  existing  railway  services,  we'll  develop  and 
provide  new  services  tailored  to  individual 
shippers  in  their  various  commodity  areas. 

For  more  information  on  Northern  Pacific's 
new  marketing  group,  contact 
C.  Duane  Carley,  Director  of  Market 
Development,  Northern  Pacific  Railway, 
St.  Paul,  Minnesota  55101. 

This  is  the  way  to  run  a  railroad. 
The  way  we  run  the  Northern  Pacific. 
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Faces  Behind  the  Figures 


Re-Evaluation 

Representing  one  of  the  company's 
largest  single  blocks  of  stock  (about 
147,830  shares)  and  working  quiet- 
ly behind  the  scenes,  Philadelphian 
Howard  Butcher  III  played  a  major 
role  in  changing  Penn  Central  from 
a  big  sleepy  railroad  into  a  giant 
company-on-the-move.     As    senior 


Howard  Butcher  III 


partner  of  the  prestigious  old  invest- 
ment house  of  Butcher  &  Sherrerd, 
Butcher  put  himself-,  his  customers 
and  companies  he  controlled  into 
the  predecessor  company's  stock  on 
a  big  scale  when  it  sold  for  a  frac- 
tion of  its  present  value.  A  director 
since  1962  of  the  Pennsylvania  Rail- 
road, Butcher  served  on  Penn 
Central's  executive  committee. 

Last  month  he  resigned  from  the 
board.  The  immediate  cause  of  his 
resignation  was  a  "stockholder  suit" 
charging  that  Butcher's  firm  gave 
customers  advance  information  in  a 
brokerage  letter  that  Penn  Central 
earnings  would  be  disappointing 
this  year.  On  top  of  that  the  news 
drove  the  stock  down.  This  proved 
highly  embarrassing  to  the  Penn 
Central,  particularly  because  it  is 
preparing  a  merger  with  the  Kayser- 
Roth  Co. 

Denying  any  wrongdoing  ("I  was 
fishing  in  Canada  at  the  time  the 
letter  came  out,"  he  told  Forbes), 
Butcher  nevertheless  declared:  "For 
some  time  I  have  been  re-evaluating 
how  an  investment  banker  might 
best  serve  a  publicly  owned  corpor- 
ation and  this  is  my  first  move." 

Butcher's  resignation  could  start 
a  trend.  Indeed,  all  Butcher  &  Sher- 
rerd partners  plan  to  resign  from 
their  38  directorships.  Disturbed  by 
the  Texas  Gulf  suit  and  recent  Se- 
curities &  Exchange  Commission 
moves,  many  investment  bankers 
have  been  wondering  whether  they 
could  continue  to  serve  their  clients 
and  on  the  board  of  directors  of 
major  corporations  at  the  same 
time.  ■ 


Biting  the  Hand 

i  MONTH,  Richard  A.  Cantor, 
who  had  just  quit  his  job 
:  billion  of  advis- 
ory al  Chase  Manhattan 
Bank  Lid  the  banking  fraternity 
hopping  mad-and  red  in  the  face. 
In  / ' -  Inst itutional  Investor,  a  Wall 
Strei  tor  ripped  into 
big-bai  philosophy. 
Fourteen  I  lion  dollars,  said  Cm- 
tor,  referring  .]  trust  as; 
of  die  Chase  V  m  Bank, 
aevei  perform  1          than  th<  Dow- 

[ones    industrial 
institution  can,  lie  aj  [lies 
(  'anlor  is  not  exactly  a  (lisp, 

ate  observer.   Four  montl 
( lhase  had  picked  anothei  m 
head  its  entire  investment  oper  ition. 


Cantor  was  offered  a  senior  vice 
presidency  and  a  50%  jump  in  salary 
to  $42,000  a  year.  But  he  decided 
to  leave  and  set  up  Cantor  Manage- 
ment Associates,  an  investment  ad- 
visory group.  So  far  he  claims  he 
has  $120  million  in  funds.  "Obvi- 
ously," says  Cantor,  "I  told  this  story 
because  if  someone  reads  it  and 
agrees  with  me  I'm  going  to  get 
more  business." 

Cantor  is  being  listened  to.  He 
has  received  mail  from  as  far  as  Cal- 
ifornia applauding  his  stand.  A  port- 
folio manager  in  a  Detroit  bank  said 
that  Cantor's  article  "did  more  to 
shake  top  management  than  the  de- 
parture of  20%  of  the  stall." 

i     Forbes    interviewed 

tor  lor  a  cover  story  {June  15, 

1967)  on  "Wall  Street's  Bright  New 


Richard  A.  Cantor 


Money  Managers."  Cantor,  along 
with  a  number  of  other  bankers, 
said  that  big  banks  could  deliver 
performance.  Now  he  says  that  they 
can  only  do  this  by  drastic  restruc- 
turing. Even  then,  says  Cantor,  for 
the  bulk  of  their  accounts,  "They 
have  to  be  willing  to  say  that  they 
will  probably  grow  only  as  fast  as 
the  U.S.  economy."  ■ 
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COUNT  EV-RY  STAR-    in  the  mid- night   sky, 


Count 


one         two  buckle  my         shoe,         three  four         knock  at         the  door, 


When  counting  counts,  you  can't  afford  to  play  games. 

It's  all  business  when  you're  counting  checks,  labels,  tickets  or  money 
and  you're  counting  way  up  into  the  hundreds  or  thousands.  You 
can't  afford  a  mistake.  A  Pitney-Bowes  Tickometer  never  makes  one. 
It  counts  up  to  1500  items  a  minute;  it  can  number,  code,  date,  imprint, 
cancel  and  handle  a  dozen  other  jobs  you  may  not  even  know  about. 
Our  salesmen  can  probably  find  loads  of  places  where  you  can  use  it 
profitably.  Call  one  and  let  him  show  you.  If  the  kids  on  the  street 
had  one,  they'd  be  playing  one  million  potato,  two  million  potato. . . 


@Pitney-Bowes 


Pitney-Bowes,  Inc. 
9846  Walnut  Street 
Stamford,  Conn.  06904 
Please  send  free  brochure 
on  Pitney-Bowes  Tickometers. 

Name 

Company 

Address 


City- 
State. 


•    Postage  Meters,  Addresser-Printers,  Folders,  Inserters,  Counters  &  Imprinters,  Scales,  Mailopeners,  Collators,  Copiers 


Panhandle  Eastern 
is  moving  ahead 


...building  the  nation's  largest  marine  pipeline  system 


'^#6$i. 


—  to  attach  a  potential  of  several 
trillion  cubic  feet  of  new  natural 
gas  reserves  in  the  Gulf  of  Mexico. 
The  new  gas  supply  from  beneath 
the  sea  will  flow  into  the  transmis- 
sion system  of  our  major  subsid- 
iary, Trunkline  Gas  Company,  and 
strengthens  our  total  capability  to 
serve  the  growing  gas  energy  needs 
in  our  market  area  of  22  million 
people  in  12  states  and  Canada. 


The  Wide  Horizons  of  Panhandle  Eastern 

Now  in  its  39th  year,  the  Panhandle 
Eastern  system  is  one  of  the  nation's 
major  diversified  natural  gas  compa- 
nies, serving  the  premier  gas  energy 
market  in  Ohio,  Michigan,  Illinois,  In- 
diana, Missouri  and  Eastern  Canada. 
Subsidiary  Anadarko  Production  Com- 
pany explores  and  develops  new  reserves 
of  gas  and  oil  throughout  the  important 
producing  areas  of  North  America.  In 
addition  Panhandle  Eastern  owns  a 
substantial  common  stock  interest  in 
National  Distillers  and  Chemical  Corpo- 
ration and  jointly  with  National  Distillers 
owns  National  Helium  Corporation. 
Panhandle  Eastern  is  a  billion  dollar  sys- 
tem with  ever  widening  horizons. 


For  more  details  on  the  growing  Panhandle 
Eastern  System  companies,  write  Dept.  K, 
Post  Office  Box  1642,  Houston,  Texas  77001. 


£  1968  Panhandle  Eastern  P.oe  Line  Company 


The  wide  horizon  system 

Panhandle  Eastern 

Pipe  Line  Company  /  Houston,  Texas 


At  the  Throttle 

Another  of  the  new  generation  that 
is  slowly  taking  over  the  hide-bound 
railroad  business.  John  S.  Reed 
is  not.  however,  like  so  main  ot  the 
others  of  his  generation,  a  lawyer. 
He  is  a  lifelong  railroadman.  Presi- 
dent since  last  year,  the  51-year-oW 
Reed  this  month  became  chief  ex- 
ecutive officer  as  well  of  the  Atchi- 
son, Topeka  &  Santa  Fe  Railway 
Co.  Meanwhile,  his  predecessor, 
Chairman  Ernest  S.  Marsh,  will  con- 
centrate on  Santa  Fe  Industries,  the 
holding  company  tor  the  railroad, 
and  search  for  several  nonrailroul 
acquisitions. 

Reed  recalls  riding  the  Santa  Fe 
as  a  small  child  when  lie  traveled 
from  his  Chicago  home  to  the  Cali- 
fornia home  of  his  namesake,  grand- 
father John  Shedd.  head  of  Marshall 
Field's  department  store.  "  \s  In 
back  as  I  can  remember  I  wauled  to 
work  on  the  railroad.'"  he  sa\  s.  "Like 
a  lot  of  kids  I  was  a  frustrated 
locomotive  engineer.*'  Fresh  from 
Yale  in  1939,  he  joined  the  Santa  Fe 
making  performance  tests  on  equip- 
ment, worked  his  way  through  the 
ranks  to  financial  vice  president 
when  he  was  just    1 1 

The  Sante  Fe  is  one  ol  the  finest 
railroads  in  the  world,  bul  in  com- 
mon with  the  rest  ol  the  industry 
it  has  tremendous  problems.  \s  a 
result,  it  earned  onK  3.73  on  stock- 
holders' equity  last  year,  much  ol 
this    from    nonrailroad   operations- 


John  S.  Reed 


oil.  gas.  pipe  lines,  timber,  real 
estate  and  trucking,  which  last  year 
accounted  lor  30V  ol  profits  on  1  \% 
ol  revenues.  In  fact,  the  Santa  Fe 
no  longer  has  one  big  advantage  it 
once  held— long  hauls  ol  freight 
throughout  its  western  territory. 
"The  West  is  growing  by  leaps  and 
bounds,"  Reed  points  out,  "bul  at 


the  same  time  it's  becoming  more 
sell-supporting.  We're  getting  rela- 
tively fewer  long  hauls  of  finished 
products,  because  there's  so  much 
manufacturing  in  the  West  now." 
John  Reed  has  his  work  cut  out  for 
him,  but  he  has  a  splendid  property 
to  work  with.  lie  intends  to  make  it 
pay.  ■ 


Why  Nobody  Else  Does  It 

l\  lnehaoI  mergers,  takeovers  and 

conglomeration,  the  spinoff  has  be- 
come industry's  forgotten  technique. 

Almost,  that  is.  Early  this  year,  in 
January,  Ohn-Mathieson  spun  oil  its 
highly  profitable  subsidiary,  E.  R. 

Scjuibb  &  Co.,  by  distributing  its 
shares  to  Olin  stockholders.  \t  the 
time,  Olin  President  Cordon  Grand 
explained  that  his  stockholders 
would  benefit  from  the  separation. 

The  idea  was  that  Squibb,  as  a 
proprietary  drug  company  and  un- 
mixed with  Olin's  chemicals,  forest 
products,  metals  and  firearms  busi- 
nesses, would  sell  at  a  high  price.' 
earnings  ratio.  Further,  once  the 
market  settled  down.  Olin's  own 
stock  would  command  just  as  high 
a  P  E  as  before  the  spinoff. 

That  was  the  idea.  It  didn't  work. 
True,    Squibb    (now    merged    with 


Gordon  Grand 


Beech-Nut)  is  now  selling  for  21 
times  earnings.  But  Olin  is  now  at 
just  10  times  earnings,  down  from 
I  1  before  the  spinoff.  As  a  result, 
last  month  the  combined  package 
was  worth  about  $67  on  the  New 
York  Stock  Exchange,  down  from 
O-M's  pre-spinoff  price  of  $71. 

Grand,  according  to  a  former 
high-ranking  Olin  employee,  was 
not  entirely  happy  with  the  spin- 
off. Nevertheless,  he  has  to  live  with 
it.  Ironically,  Olin's  board  recently 
upgraded  Grand's  duties  to  let  him 
concentrate  on  corporate  develop- 
ment, including  acquisitions.  About 
the  Squibb  spinoff,  Grand  some- 
what sadly  told  Forbes:  "I  really 
think  no  useful  purpose  can  be 
served  by  reviewing  what's  already 
been  said."  But  he  also  said,  "I 
think  the  conglomerate  is  the  most 
effective  form  for  today  and  the 
future."  ■ 


FORBES.  OCTOBER  15,  1968 


71 


A  border  in* 
cident  occurs 
and  our  men 
comment  on  the 
market  reaction 
direct  from  the 
floor  of  the 
Newlfork  Stock 
Exchange. 


Twice  each  trading  day,  Dean 
Winer's  six  members  on  the  Moor  of 
the  New  York  Stock  Exchange 
report  their  opinions  on  the  stock 
market's  reactions  to  the  day's  news. 

These  reports  are  flashed  over  our 
50. 000-mile  private  leased  wire 
system  and  are  available  to  clients  at 
all  64  Dean  Witter  offices  nationwide 
-from  Wall  Street  to  Waikiki. 

Perhaps  as  a  long-term  investor, 
you  don't  require  day-to-day  market 
opinions.  But  the  information  is 
there  if  you  want  it-along  with  a  full 
range  of  market  know-how  to  help 
you  achieve  your  investment  goals. 

Call  the  manager  of  the  nearest 
Dean  Witter  &  (  o.  office  today.  He'll 
arrange  an  appointment  for  you, 
without  cost  or  obligation,  of  course. 

You're  close  to  men  who  know 
...when  you  invest  with 

Dean  Witter  Sz  Co. 

INCORPORATED 

Member  New  York  Stock  exchange 

SAN  FRANCISCO  •   LOS  ANGELES 
NEW  YORK   •    CHICAGO 
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Giving  Them  Alternatives 

FCC  Commissioner  Nicholas  Johnson  is  telling  the  com- 
munications industry  that  it  has  a  constituency,   too. 


Government  Nettle.  Nick  John- 
son, before  he  came  to  the  FCC 
in  1965,  served  as  head  of  the 
Maritime  Administration  and 
gadfly  to  the  U.S.  maritime 
industry.  There,  says  Johnson, 
"I  was  pilloried  for  preaching 
the  doctrine  of  free  enterprise." 


Whoever  is  President  next  January, 
the  communications  industry  is  going 
to  have  to  continue  living  with  one  of 
its  principal  gadflys,  Iowa-born,  Uni- 
versity of  Texas  law  graduate  Nicholas 
Johnson,  34,  an  LBJ-appointee  intel- 
lectual whose  term  as  one  of  the  seven 
Federal  Communications  Commission- 
ers runs  until  1973.  It  was  Nicholas 
Johnson's  stubborn  resistance  more 
than  any  single  factor  which  broke  up 
the  proposed  merger  between  ITT  and 
American  Broadcasting  Cos.  More  than 
one  broadcaster,  his  license  up  for  re- 
newal, has  smarted  under  Johnson's 
probes  into  the  licensee's  public-spirit- 
edness— or  lack  of  it. 

Johnson  denies  being  "antibusiness" 
—whatever  that  means.  "I've  encoun- 
tered some  mighty  fine  gentlemen  and 
solid  citizens  in  the  business  commu- 
nity and  [ITT  Chairman]  Harold  Ge- 
neen  is  one  of  them."  But  Johnson 
thinks  that  business  is  going  to  have  to 
learn  what  politicians  and  university 
administrators  are  currently  learning  to 
their  dismay:  That  their  customers,  like 
the  voters  in  government  and  the  stu- 
dents in  schools,  want  a  bigger  voice 


in  the  conduct  of  private  business. 
"The  appeal  of  the  New  Left  and  of 
the  Old  South  have  something  in  com- 
mon. Both  want  a  world— to  use  George 
Wallace's  phrase— in  which  our  lives 
are  not  dictated  by  'briefcase-carrying 
bureaucrats,' "  says  Johnson.  "The 
problem  is  that  individuals  have  great 
difficulty  in  translating  their  own 
deeply  felt  needs  and  frustrations  into 
action  that  achieves  results." 

Stopping  the  Bulldozer 

The  corporation,  he  feels,  is  feeling 
the  same  pressure:  "I  think  Balph 
Nader  spoke  for  the  people's  desire  to 
participate  in  the  decisions  about  a 
technology  that  affects  their  very  life. 
This  is  the  same  spirit  we  see  in  private 
citizens  who  try  to  stop  the  bulldozer 
from  constructing  a  highway  through  a 
national  park." 

Johnson  intends  to  keep  the  TV  in- 
dustry aware  of  all  this.  He  rejects  the 
argument  that  banal  programming  is 
democratic  because  "it  gives  the  public 
what  they  want."  Says  Johnson:  "The 
broadcasters  who  say  this  miss  the 
point.  The  people  must  be  offered  real 
alternatives.  They  want  to  choose  be- 
tween more  than  just  three  different 
rock-and-roll  stations  or  three  west- 
erns. Once  the  public  can  be  made 
aware  of  the  full  spectrum  of  program- 
ming possibilities,  then  they  are  in  a 
position  to  make  intelligent  choices. 

"The  people  should  also  know  that 
the  owners  and  operators  of  their  local 
stations  are,  in  effect,  elected  public 
officials.  They  are  using  the  airwaves 
which  belong  to  the  people  to  make 
private  profit  and  they  must  'stand 
election'  every  three  years  when  their 
license  expires." 

To  the  public  he  says:  "If  you  don't 
like  the  station's  programming,  write 
the  FCC.  Tell  us  what  you  don't  like- 
specifically,  with  the  station's  call  let- 
ters and  the  time  and  date  of  broadcast 
and  as  much  of  the  content  as  possible. 
Know  the  legal  basis  for  your  com- 
plaint: inadequate  local  survey  of 
needs,  violation  of  the  fairness  doc- 
trine, or  what  not.  And  ask  for  the  ap- 
propriate specific  relief:  that  a  license 
not  be  renewed,  or  that  equal  time  be 
provided  for  opposing  views.  The  same 
principles  apply  to  all  Americans  deal- 
ing with  government  at  all  levels,  busi- 
nessmen and  consumers  alike." 

If  Johnson  has  his  way,  TV  may  be 
the  next  institution  to  feel  the  wave  of 
dissatisfaction  that  is  sweeping  the  U... 
at  nearly  every  level.  ■ 
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We  don't  put  much  stock 
in  your  business. 


•   o.   • 


mm 


lit 


'< 


t^t3f'' 


■         .  .:-:?':f  ?■   ■■ 


3 


m  little,  in  fact.  Detroit  Diesel  engines  start  out 
m  fewer  parts.  And  you  won't  have  trouble  with 
•  pi  very  often.  That  means  fewer  replacements, 
'id  easier  replacements.  Up  to  70%  of  all  mov- 
n  parts  are  interchangeable  within  a  series.) 
■er  parts  mean  less  inventory,  too.  With  less 
rney  invested  in  it. 

ie  story   is   more   when   it  comes  to   power. 

roit   Diesels   deliver   greater   payloads.    More 


work.  At  lower  cost.  Month  after  month.  Mile  after 
mile.  Add  less  maintenance  to  more  performance 
and  what  do  you  get?  A  quick  glimpse  into  what 
keeps  Detroit  Diesel  sales  on  the  rise.  Check 
into  the  full  story.  Detroit  Diesel  Engine  Division, 
General  Motors,  Detroit,  Michigan  48228. 

You  can  stock  a  lot  of  parts  for  your  Detroit 
Diesel  if  you  really  want  to.  But  don't  say  we 
didn't  warn  you  about  the  cobwebs. 


The  Best  of  Both  Worlds  —  Industrial  Revenue  Bonds 


Would  you  like  to  buy  a  tax-free  bond  guaranteed  by  a 
l>ig  solid  corporation?  That's  exactly  what  you  get  with 
the  industrial  revenue  bonds  listed  below.  These  bonds 
are  issued  by  municipalities,  so  they  are  tax-free.  Yet  the 
municipalities  issue  them  solely  for  the  purpose  of  help- 
ing big  corporations  finance  the  construction  of  local 
plants.  The  municipality  may  be  only  a  small  village  but 


it  doesn't  matter:  the  bond  is  safe  because  the  company, 
usually  a  blue  chip,  guarantees  payment.  The  Treas- 
ury regards  it  as  a  wide-open  and  unjustified  tax  loop- 
hole. Earlier  this  year-,  a  bill  passed  Congress  which 
restricted  the  tax  advantage  to  issues  under  $1  million, 
effective  next  Jan.  1st.  But  the  big  issues  featured  below 
will  not  be  affected. 


The  Guarantor 
or   Lessee 

Air  Reduction 
Allied  Paper 
Allied  Supermarkets 
American  Greetings  Corp. 
Armco  Steel 

Armco  Steel 
Armour  &  Co. 
Ashland  Oil  &  Refining 
Automatic  Electric  (o. 
Beech-Nut  Life  Savers 

Calgon  Corp. 
Carborundum  Co. 
Carrier  Corp 

Chicago  &  North  Western  Ry. 
Combustion  Engineering 

Control  Data 
Cooper  Tire  &  Rubber 
Diamond  Alkali 
Fairmont  Foods 
Firestone  Tire  &  Rubber 

Fruehauf  Corp. 
Georgia-Pacific 
Glen  Alden  Corp. 
B.F.  Goodrich 
Goodyear  Tire  &  Rubber 

Hammermill  Paper 
Harvey  Aluminum 
Hercules,  Inc. 
Hoover  Ball  &  Bearing  Co. 
Litton  Industries 

Mead  Corp. 

Minnesota  Mining  &  Mfg. 
Monogram  Industries 
National  Steel  &  Southwire 

NeKoosa  Edwards  Paper 

Olin-Mathieson 
Packaging  Corp.  of  America 
Phelps  Dodge 
Phillips-Van  Heusen  Corp. 
Phoenix  Steel 

Radio  Corp.  of  America 
Ralston  Purina 
Rand  McNally  &  Co 
Reliance  Electric  &  Engineering 
Revere  Copper  &  Brass 

Revere  Copper  &  Brass 

Rockwell-Standard 

Rubbermaid 

Sinclair  Petrochemicals 

Skelly  Oil 

Springs  Mills 

Stanley  Warner 

Textron 

Trans  World  Airlines 

U.S.  Plywood  Champion 

U.S.  Steel 

Union  Bag-Camp  Paper 

Uniroyal 

Uniroyal 

West  Virginia  Pulp  &  Paper 


Issuer 
of   Bonds 


County  Court,  Hancock  County,  West  Virginia 
Industrial  Development  Board,  Jackson,  Alabama 
Livonia,  Michigan 
Corbin,  Kentucky 
Middletown,  Ohio 

Ashland,  Kentucky 

Cherokee,  Alabama 

Ashland,  Kentucky 

Industrial  Development  Board,  Huntsville,  Alabama 

Holland,  Michigan 

Ashland,  Kentucky 
Hickman,  Kentucky 
Warren  County,  Tennessee 
Escanaba,  M'chigan 
Harrison  County,  Mississippi 

Douglas  County,  Nebraska 

Texarkana,  Arkansas 

Delaware  Industrial  Building  Commission 

Coshocton,  Ohio 

Albany  Dougherty  Payroll  Devel.  Auth.,  Georgia 

Delaware  County,  Ohio 

Crossed,  Arkansas 

Industrial  Develop.  Board,  Opp..  Alabama 

Lawrence,  Kansas 

Industrial  Develop.  Board,  Union  City,  Tennessee 

Industrial  Develop.  Board,  Selma,  Alabama 
Lewisport,  Kentucky 
Iberville  Parish,  Louisiana 
Cadiz,  Kentucky 
Florence,  Kentucky 

Cornell  Township,  Michigan 

Trustees  of  Weatherford,  Indusf.  Auth.,  Oklahoma 

Mentor,  Ohio 

Hancock  County,  Industrial 

Ashdown,  Arkansas 

Industrial  Develop.  Board,  Bradley  County,  Tennessee 

Macon-Bibb  County,  Indust.  Auth.,  Macon,  Georgia 

Calcasieu  Parish,  Louisiana 

Cuyahoga  County,  Ohio 

Northern  Delaware  Indust.  Develop.  Corp.,  Delaware 

Marlborough,  Massachusetts 

Clinton,  Iowa 

Versailles,  Kentucky 

Athens-Clarke  County  Indust.  Develop.  Auth.,  Georgia 

Industrial  Develop.  Board,  Scottsboro,  Alabama 

Industrial  Devel.  Board,  Scottsboro,  Alabama 

Winchester,  Kentucky 

Industrial  Devel.  Authority,  Winchester,  Virginia 

Fort  Madison,  Iowa 

Clinton,  Iowa 

Chester  County,  South  Carolina 

Delaware  Industrial  Building  Commission 

Harrodsburg,  Kentucky 

Overland  Park,  Kansas 

Industrial  Development  Board,  Courtland,  Alabama 

County    I  Lorain,  Ohio 

development  Board,  Prattville,  Alabama 
Industrial  Development  Board,  Opelika,  Alabama 
Ardmore,  Oklahoma 
Wickliffe.  Kentucky 


Coupon 

Standard 

Amount 

Rate  8 

Recent 

Current 

&  Poor's 

(millions) 

Maturity 

Price 

Yield 

Rating 

S24.0 

43/8  —  '83 

90 

4.9% 

BBB 

10.0 

5  5/8  — '89 

100 

5.6 

NR 

33.0 

6 -'97 

102 

5.9 

BB 

7.0 

5.60— '92 

102V2 

5.5 

NR 

82.5 

41/2  —  '92 

96 1/2 

4.7 

A 

34.4 

4.20—91 

90 

4.7 

A 

25.0 

43/4  —  '86 

91 

5.2 

NR 

27.0 

6  — '93 

107 

5.6 

NR 

18.0 

5.40—  '92 

100 

5.4 

A 

12.5 

4.40—  '92 

86 

5.1 

A 

10.5 

5%  —'82 

105 

5.5 

A 

3.6 

5  — '87 

96V2 

5.2 

NR 

12.5 

5</8  — '87 

100 

5.1 

A 

16.0 

6V2  —  '96 

106 

6.1 

NR 

3.7 

4%  —  '87 

101  1/2 

4.7 

NR 

12.5 

51/2  — '87 

99 

5.6 

BBB 

14.0 

SVi  —  '97 

100 

5.5 

B 

17.0 

SVa—'SI 

100 

5.3 

BBB 

5.8 

5%— '97 

981/2 

5.5 

NR 

53.0 

5V4—  '92 

103 

5.1 

A 

2.8 

5% -'87 

101 

5.7 

NR 

75.0 

55/8  —  '92 

1 03  V2 

5.4 

BB 

2.5 

5'/2  — '89 

971/2 

5.6 

NR 

3.7 

51/2 -'97 

103 

5.3 

NR 

46.0 

53s  — '92 

I04V4 

5.1 

A 

25.5 

4  — '90 

79 

5.1 

NR 

50.0 

5  —  '88 

97 

5.2 

NR 

25.0 

53/4  — '87 

104 

5.5 

BBB 

3.3 

4  — '85 

83 16 

4.8 

NR 

8.0 

5% -'92 

104 

5.6 

NR 

56.7 

5V2  — '95 

105 

5.2 

NR 

9.5 

5  —  '92 

100 

5.0 

NR 

9.8 

51/2  — '92 

100 

5.5 

NR 

116.0 

53/8-'93 

IOP/2 

5.3 

A 

46.0 

AVt  —  '88 

88 

5.4 

BB 

13.5 

53/8  —  '87 

1011/2 

5.3 

BBB 

4.4 

43/s  —  '86 

87 

5.0 

NR 

62.7 

5'/8  —  '89 

I OOI/2 

5.1 

A 

3.8 

534  — '93 

101 

5.7 

NR 

35.0 

5% -'91 

95 

6.1 

B 

12.0 

5.40—  '93 

1 02 1/2 

5.3 

A 

10.0 

55/8-'97 

102 

5.5 

NR 

7.0 

5.40— '87 

101  1/4 

5.3 

NR 

12.0 

5'/2  — '93 

1 02 1/2 

5.4 

NR 

55.0 

4  — '87 

84 

4.8 

BBB 

97.0 

6  —  '90 

105 

5.7 

BBB 

38.0 

SVi  —  '91 

102 

5.4 

BBB 

3.0 

5% -'92 

1021/2 

5.6 

NR 

60.0 

4V2  -  '85 

96  V4 

4.7 

A 

60.0 

4.20—  '91 

89 

4.7 

A 

35.0 

53/4  — '93 

105 

5.5 

BBB 

11.2 

6'/2  —  '92 

103 

6.3 

NR 

2.8 

53/4— '92 

104 

5.5 

NR 

9.9 

5'/8  -  '92 

103 

5.7 

NR 

85.0 

53/4  — '97 

104 

5.5 

BBB 

80.0 

53s— '88 

105 

5.1 

A 

45.0 

4  — '87 

80 

5.0 

NR 

45.0 

53/4 -'93 

103V2 

5.6 

NR 

73.0 

SVi  —  '93 

IOOV2 

5.5 

NR 

80.0 

51/s  —92 

100 1/4 

5.1 

BBB 

Source:  McDonold  *.  <  Forbes.     NR — Not  Rated. 
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Pick  a  napkin,  any  Fort  Howard  Paper  napkin.  Get 
quality  you  can  depend  on,  time  after  time.  Soft, 
embossed  dinner  napkins  with  a  luxury  feel.  Or 
luncheon  napkins  and  dispenser  napkins  in  a  variety 
of  sizes,  folds  and  colors— all  at  a  sensible  price.  Get 
service  you  can  depend  on,  too,  from  the  Fort  Howard 
Paper  Man.  He's  "Mr.  Dependable,"  the  paper  wholesaler 
who  makes  sure  you  get  service  as  dependable  as 
the  quality  of  our  paper  napkins,  towels,  toilet  tissue 
and  printed  paper  place  settings. 


Fort  Howard 
Paper  Company 


'MR.    DEPENDABLE" 


Green  Bay,  Wisconsin 


AMERICA'S  MOST  USED  PAPER  PRODUCTS  AWAY  FROM  HOME 


FORT  HOWARD 
PAPER  MAN 


a:  one  of  the  gre 


ur  copper. 

You  should. 

We're  one  of  the  largest  copper 
producers  in  the  world.  We're  the 
world's  largest  fabricator  of  copper 
and  copper  alloy  mill  products.  Which 
means  we  have  something  to  do  with 
the  coins  you  spend.  The  house  you 
own.  The  car  you  drive.  The  world 
you  live  in.  (It  takes  more  copper  to 
run  that  world  than  you'd  imagine.) 

But  copper  alone  doesn't  make 
the  company  that  mines  it  a  great 
natural  resource.  What  does  is  people. 

Skill. 

Imagination. 

Determination. 

Without  them,  metal  lies  hid- 
den, useless.  For  instance,  today 
Anaconda  is  mining  copper  from  low- 
grade  ore  we  couldn't  have  mined  a 
few  years  ago.  But  there  was  a  grow- 
ing need  for  copper.  So  we  had  to  find 
an  economical  way  to  get  it  out  of  the 
ground  and  extract  it.  And  we  did. 


In  Chile  we  negotiated  an  agree- 
ment with  the  government  under 
which  we  will  expand  our  copper  pro- 
ducing capacity  50%  by  1970. 

At  Twin  Buttes,  Arizona,  it  has 
taken  six  years  and  many  millions  of 
dollars  (and  methods  so  advanced 
they  are  rewriting  mining  history)  to 
bring  into  production  next  year  an 
untapped  copper  ore  deposit. 

Our  resources  include  one  of  the 
largest  uranium  ore  reserves  in  the 
hemisphere. 

Our  production  of  primary  al- 
minum  is  growing  rapidly.  We're  one 
of  the  largest  producers  of  aluminum 
foil  and  an  important  producer  of 
aluminum  mill  products. 


We  are  a  leading  manufac 
of  wire  and  cable,  in  both  coppe 
aluminum. 

We  are  an  important  proc 
of  zinc. 

We  even  come  up  with  a  i 
silver  and  gold,  with  over  a  hun 
million  ounces  to  our  credit 
last  decade. 

And  now  Anaconda  will  alsi 
come  a  significant  producer  of  n 
Further  exploration  and  develop) 
of  a  high-grade  deposit  of  nicke 
phide  in  Australia  and  a  nickel-c< 
deposit  in  Montana  are  progrej 
rapidly. 

Behind  all  this  are  the  skillil 
imagination  of  Anaconda  rr' 
teams  of  earth  scientists,  mete 
gists,  mining  engineers,  fabric; 
marketing,  and  financial  specie 

And  here  is  Anaconda's  com 
ment:  to  use  these  human  resca 
backed  by  our  faith  in  the  future 
our  money,  to  meet  the  growing 
for  metals. 

In  the  Americas. 

And  the  world. 
The   Anaconda   Co.,   25  Broao 
New  York,  New  York  10004 
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Send  the  most  cynical  member 
of  your  Plant  Location  Team 

SOUTHEAST  PENNSYLVANIA 


We'll  send  you  back  a  man  steeped  in  the  essential 
facts  and  figures  to  help  you  make  your  next  plant  site 
decision  a  lot  easier.  First-hand  knowledge  of  Southeast 
Pennsylvania  will  convince  the  most  cynical  that  we 
have  a  lot  going  for  industry.  Pending  his  visit,  here 
are  a  few  of  the  facts  and  figures  to  provide  a  quick 
preview. 

A  Market  of  25,735,000.  Inside  a  100-mile  radius 
of  Philadelphia  live  25.735,000  people.  This  works  out 
to  13%  of  the  population  of  the  whole  United  States/0 
These  Southeast  Pennsylvanians  have  more  than  75 
billion  dollars  a  year  to  spend(2) 
(15%  of  the  country's  total  buying 
power).  Philadelphia  by  itself  takes 
fourth  place  in  the  nation  in  general 
retailing  activity. 


And  surely  this  is  the  place  to  point 
out  that  Southeast  Pennsylvania 
stands  at  the  heart  of  the  world's 
greatest  megalopolis,  midtcay  between 
New  York  and  Washington. 

Transport.  Labor.  Land.  Three 
major  railroads  and  400  trucking 
firms  criss-cross  Southeast  Pennsyl- 
vania, where  120  shipping  lines  dock 
12%  of  U.S.  imports  and  expo 
at  48  piers.  4  million  persons  use  14 
aii-lines  yearly. 


PENNSYLVANIA 


OOYLESTO 
POTTSTOWI 
NORRISTi 
KING  OF  PRi 

PHILA 

COATESVIUJ 


MD. 


Living  costs  less  than  in  10  other  industrial  centers. 
15,000  scientists  and  engineers  do  more  than  $500 
million  worth  of  R  &  D. 

There's  still  land  available  in  more  than  500  individual 
sites  and  65  industrial  parks,  though  43  new  companies 
arrived  here  in  1967. 

And  Living  at  its  best.  Between  renascent  Phila- 
delphia and  its  beautiful  suburbs,  commuting  is  easy. 
Name  your  sport.  It's  here  in  Southeast  Pennsylvania. 
Drive  to  ocean  beaches  in  90  minutes.  It's  the  same 
to  mountain  skiing  and  fishing. 

So  send  us  your  man.  He  may  remain 
a  cynic  in  most  areas,  but  he  should 
have  warm  praise  for  Southeast 
Pennsylvania. 

Source: 

(,)  U.S.  Bureau  of  the  Census. 
*2>  "Survey  of  Buying  Power," 

5(j/<\s  Management,  6/10/67. 
<s>  U.S.  Department  of  Commerce, 

Bureau  of  the  Census. 
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Southeast  Pennsylvania  (area  in  red)  stands  at 

the  heart  of  America's  megalopolis.    Midway 

between  New  York  and  Washington. 


PHILADELPHIA    ELECTRIC 
COMPANY 

1000  Chestnut  Street,  Philadelphia,  Pa.  19105 

A  forward-looki ng ,  inrestor-owned  company 

with  more  than  100,000  stockholders. 

Serring  Southeast  Pennsylvania  with 

the  help  of  atomic  power. 


The  Tourist  Gap 


They're  not  the  only  reason  for  the  balance-of-payments  gap.  They're 
not  even  the  principal  reason.  Still,  the  Administration  wants  to  curtail 
the  number  of  Americans  going  abroad.  It's  an  act  of  desperation. 


Concress  swept  the  problem  under  the 
rug  this  year;  but  it  will  be  right  back 
again  next  year,  bigger  and  nastier 
than  ever.  Secretary  of  the  Treasury 
Henry  H.  Fowler  already  has  warned 
the  nation  of  that. 

The  problem  is  the  stenographer, 
working  in  a  Chicago  brokerage  house, 
who  visited  Expo  '67;  the  middle-aged 
couple  in  Kansas,  who  have  decided  to 
escape  the  winter  by  taking  a  tour  of 
the  Greek  Islands;  the  high  school 
teacher  who  is  using  her  sabbatical  to 
soak  up  the  culture  of  Spain;  the  steel 
worker  who  is  going  to  Italy  to  see  the 
village  where  his  father  was  born  and 
to  meet  his  cousins  for  the  first  time. 
The  problem  is  the  nearly  20  million 
Americans,  who  last  year  spent  $4.74 
billion  for  travel  abroad. 

They  do  not  consider  themselves  a 
problem.  When  they  go  abroad,  they 
exercise  what  they  consider  is  a  funda- 
mental right  of  every  U.S.  citizen. 
Unfortunately,  they  also  help  to  widen 
the  balance-of-payments  gap,  that  is, 
the  difference  between  the  amount  of 
money  that  goes  abroad  every  year  and 
that  amount  that  comes  back.  Last 
year  this  amounted  to  $3.57  billion 
In  the  past  ten  years,  it  totalled  ^27  I 
billion.  Since  the  U.S.  Treasurj  is 
pledged  to  redeem  dollars  held  by  for- 
eigners in  gold,  everj  dollar  that  goes 
abroad  and  doesn't  come  back  consti- 
tutes a  claim  on  Fort  Knox.  And,  in 
fact,  in  those  ten  years  the  amount 
of  gold  in  Fort  Knox  dwindled  from 
6  billion  to  $12.1  billion. 

The  tourist  is  not  the  only  contribut- 
ing factor  in  the  balance-of-payments 
gap:  he's  not  even  the  biggest  one. 
Still,  he's  a  factor.  While  businessmen 
and  tourists  last  year  were  spending 
$4.74  billion  on  travel  abroad,  foreign 
businessmen  and  tourists  were  spend- 
ing only  $1.9  billion  on  travel  in  the 
U.S.  Part  of  the  money  the  Americans 
spent  was  for  round-trip  tickets  on  U.S. 
airlines  or  shipping  lines  and,  there- 
fore, it  did  not  leave  the  country.  Even 
so,  the  balance-of-tourists  gap  totalled 
$2.1  billion.  This  was  60%  of  that  $3.57 
billion  deficit  in  the  balance  of  pay- 
ments. 

In  a  way,  that  60%  figure  is  mis- 
leading. The  balance-of-payments  gap 
is  a  complex  of  many  factors— some 
plus,  some  minus,  some  a  mixture  of 
both.  Last  year,  for  example,  U.S.  ex- 
ports  exceeded  imports  by  $4.8  bil- 


lion. About  $3.1  billion  of  this  came 
from  transactions  financed  by  the  U.S. 
Government  and  so  did  not  contribute 
toward  closing  the  balance-of-pay- 
ments gap.  Of  the  remaining  $1.7  bil- 
lion, how  much  actually  was  financed 
by  American  tourists?  No  one  can  say. 
American  tourists  last  year  spent  $1 
billion  in  Canada  and  $590  million  in 
Mexico.    Meanwhile,   Canada   bought 
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$9.7  billion  worth  of  U.S.  products, 
Mexico,  $1.2  billion.  If  they  didn't 
have  the  dollars  they  got  from  Ameri- 
can tourists,  they  obviously  could  not 
have  purchased  that  much.  It's  quite 
possible  that,  if  fewer  Americans  went 
abroad,  U.S.  exports  would  shrink,  and 
that,  while  the  balance-of-tourists  gap 
might  close,  the  effect  on  the  balance 
of  payments  would  not  be  too  con- 
sequential. 

The  60%  figure  is  misleading  for 
another  reason:  A  substantial  percent- 
age of  travel  abroad  is  for  business  rea- 
sons. Some  business  trips  may  not  be 
necessary  but  certainly  the  vast  majori- 
ty of  businessmen  who  go  abroad  not 
only  spend  money  there,  they  also 
make  money  for  their  companies. 

Nevertheless,  Fowler  is  determined 
to  curtail  American  travel  abroad. 
There's  nothing  he  can  do  about  the 
fact  that  last  year  the  Defense  De- 
partment spent  $4.34  billion  in  foreign 
countries  to  maintain  the  forces  sta- 
tioned there,  including  $1.6  billion  re- 
lated to  Vietnam,  while  foreign  gov- 
ernments purchased  only  $1.24  billion 
worth  of  U.S.  military  equipment,  leav- 
ing a  deficit  of  $3.1  billion.  The  Gov- 
ernment already  has  placed  severe 
restrictions  on  corporate  investments 
abroad,  on  the  purchase  of  foreign 
stocks,  and  on  U.S.  banks  making  for- 
eign loans,  but,  even  so,  the  U.S.  cor- 
porate money  flowing  out  this  year  will 
probably  exceed  foreign  corporate  in- 
vestments here  by  more  than  $1.5  bil- 
lion. There's  little  Fowler  can  do  about 
that,  either. 

Endangering  the  Dollar 

Curtailing  travel  abroad  may  seem 
an  act  of  desperation  that  will  not  work 
but,  in  the  Administration's  view,  the 
situation  is  desperate:  For  the  amount 
Americans  spend  on  travel  abroad  is 
growing  at  a  tremendous  rate. 

The  payments  to  foreign  countries 
last  year  were  18%  greater  than  in 
1966.  By  contrast,  foreign  expendi- 
tures in  the  U.S.  rose  by  only  5.4%. 
Thus  the  tourism  gap  was  32%  greater. 
Unless  something  is  done  about  it,  by 
1975,  according  to  the  U.S.  Treasury's 
Robert  Pelikan,  who  served  as  the  ex- 
ecutive director  of  the  President's  Task 
Force  on  Travel,  it  will  reach  some- 
where between  $4  billion  and  $5  bil- 
lion. Fort  Knox  would  be  empty  long 
before  then. 
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C.  Total  Paid  Circulation 
I).  Free   Distribution    (including 

samples)    by   mail,   carrier  or 

other  means 
E    Total  Distribution 

(sum  ol  ('  and  in 
F    Office  "so.  Left-over, 

Unaccounted,  Spoiled 

Bfter  printing 
I.    Total    is of  K  &  F — 

shquld  equal  net  press 

run  shown  in  A) 

I  certify   that   the  statements    made   by  me  above  are 

c oi    and  complete. 

I. LSI. IF  C.   (HH'K  JR. 

Business  .Manager 
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BOSTON  EDISON 
COMPANY 

EARNINGS  STATEMENT 
TWELVE  MONTHS 
ENDED   JUNE   30,    1968 
Boston  Edison   Company,  pursuant 
to  the  provisions  of  Section  11    (a) 
of    the   Securities    Act   of    1933,    as 
amended,  has  made  generally  avail- 
able to  its  security  holders  an  earn- 
ings     statement     for      the      twelve 
months     ended     June     30,      1968. 
Copies  of  such   earnings  statement 
will  be  mailed  to  any  of  the  Com- 
pany's   security    holders    and    other 
interested     persons     upon     request 
addressed  to: 

JOSEPH  P.  TYRRELL 

Vice  President  and  Treasurer 

800  Boylston  Street 

Boston,  Massachusetts  02199 


For  Top  Quality 

GLASS  BEADS 

of  any  type 

WE  KNOW  OF  ONLY 
ONE  PLACE  TO  GO... 

MICROBEADS  DIVISION 

CATAPHOTE  CORP. 
Post  Office  Box  2369  Kj 
Jackson,  Miss.  39205-U.S.A. 

Wnlr/l.irkson  Mim  60I9J946JI 
oi  Cilll  lulrdn  0lui)-4l9/744  JOOJ 
Collect  I  Inmnlo  Onl  ConjdJ     4  Id 


Underfinanced,  the  U.S.  Travel  Service  has  concentrated  mainly  overseas 
and  done  little  to  improve  the  way  the  USA  receives  and  treats  visitors. 
The  troubles  begin  with  bedlam  at  the  airports.  Much  remains  to  be  done 
for  the  non-English  speaking  tourist,  such  as  hotel  information  service. 


The  result  would  be  a  world  finan- 
cial crisis. 

There  are  two  ways  to  close  the 
balance-of-tourists  gap.  The  first:  To 
increase  foreign  travel  in  the  U.S. 
The  second:  To  restrict  U.S.  travel 
abroad.  The  first  is,  clearly,  the  best. 
It  would  leave  untouched  a  right 
Americans  consider  inalienable.  Also, 
it  would  increase,  rather  than  decrease, 
the  business  of  the  airlines,  the  ship- 
ping lines,  the  hotels,  the  restaurants 
—of  all  those  industries  that  live  on 
tourism  both  here  and  overseas.  Any 
decrease  in  business  would  be  extreme- 
ly painful  for  them,  and  especially  for 
the  airlines.  The  jumbo  jets  are  coming 
in.  By  1971,  according  to  James  Mont- 
gomery, vice  president  of  Pan  Ameri- 
can World  Airways,  there  will,  as  a 
result,  be  18,000  more  seats  on  the 
transatlantic  routes.  Curtailing  travel 
abroad  would  murder  airlines  like  Pan 
Am  and  Trans  World  Airlines,  which 
flv  the  Atlantic  skyways.  It  also  would 


have  a  disastrous  effect  on  such  coun- 
tries as  Spain  and  Italy,  which  depend 
on  tourism  for  much  of  their  revenues. 
Spain  last  year  had  a  balance-of-tour- 
ists surplus  of  more  than  $1  billion,  and 
Italy,  of  more  than  $1.1  billion.  With- 
out these  revenues,  both  countries 
would  be  bankrupt  in  a  balance-of-pay- 
ment  sense. 

The  U.S.  actually  has  been  making 
valiant  efforts  in  recent  years  to  attract 
more  foreign  tourists  in  order  to  avoid 
the  necessity  of  putting  restrictions  on 
Americans  going  abroad.  In  1961  Con- 
gress created  the  U.S.  Travel  Service 
for  just  that  purpose.  The  criticism  has 
been  made  that  Congress  backed  its 
good  intentions  with  a  yearly  appro- 
priation too  measly  to  make  the  USTS 
effective— $3  million  as  compared  with 
the  $10  million  spent  by  Canada,  Spain 
and  Ireland,  the  $7  million  spent  by 
Mexico,  the  $5  million  spent  by  France 
and  Greece.  However,  this  criticism  is 
not  the  whole  story  since  the  really 
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rHE  INDIVIDUALIST 

\T  KIDDER,  PEABODY 


TALKS  ABOUT  OUR 
INVESTMENT  ADVISORY  SERVICE 

...AND  YOU 


involvement  in  investments  and  finance — 
from  participation  over  the  last  five  years 
in  more  corporate  and  municipal  under- 
writings  than  any  other  firm,  to  leader- 
ship in  effecting  block  sales  and  private 
placements,  to  locating  venture  capital. 
All  of  this  activity  is  backed  by  an  exten- 
sive research  department  that  concen- 
trates in  depth  on  a  manageable  number 
of  issues  and  industries  we  consider  most 
attractive. 

There  is  still  another  important  ingredi- 
ent beyond  careful  statistical  research: 
interpretive  market  judgment  that  is  sen- 
sitive to  day-by-day,  hour-by-hour  eco- 
nomic and  political  developments.  For 
those  with  a  major  position  in  the  market 
— individuals  or  institutions — we  believe 
that  the  professionalism,  flexibility  and 


atmosphere  within  our  Investment  Ad- 
visory Department  can  lead  to  advice 
tailored  to  specific  situations  and  require- 
ments. 

Should  you  consider  the  added  poten- 
tial of  Kidder's  Investment  Advisory 
Service?  Probably — if  you're  an  individu- 
alist, too,  who'd  like  his,  or  his  organiza- 
tion's, quarter-million-plus  portfolio 
managed  by  another  individualist. 


Kidder,  Peabody 

II  OLOt   INCORPORATED 
foundtd  1865 
iMimkrs  NcwYork  and  Amtritan  Stock  txchangts 

20  EXCHANGE  PLACE  •  NEW  YORK,  N.Y.  10005 
Boston  •  Philadelphia  *  Chicago  •  Los  Angeles  •  San  Francisco 
Atlanta  '  Dallas  and  24  other  cities  across  the  country 


The  first  public  escalator  (left)  was  awarded  a  grand  prize  at  the  Paris 
Exposition  of  1900.  The  new  glass-sided  version  (right)  is  called  the 
Escal-Aire®  escalator.  The  word  "escalator",  an  Otis  trade  name  for  50 
years,  is  now  in  everyday  use.  Our  contribution  to  the  English  language. 
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s'ca-la'tor  (es'ka-la'ter),  n. 
•ademark,  for  a  moving 
airway.  Originated  and 
sgistered  by  Otis,  but  now 
generic  term.  Also  see 
;cal-aire,  a.  Trademark,  for 
e  glass-sided  escalator  in- 
oduced  by  Otis.  Highest  ex- 
ession  of  modern  escalator 
ichnology.  Widespread  usage 
department  stores,  trans- 
>rtation  terminals,  banks, 
Draries,  hospitals,  etc.  For 
rther  information,  see  OTIS. 
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lntroducing:Tank  Cars  on  Tap, 

It's  C&O/B&O's  new  liquid  distribution  program  —  TBS.  Through 
Bulk  Service.  Here's  how  it  works.  You  consign  a  carload  to  one 
of  our  TBS  terminals  at  low  bulk  rates.  After  rail  shipment,  the 
car  is  sampled,  then  stored  till  you  give  us  the  word.  We  then 
transfer  your  product  to  trucks  for  delivery  direct  to  the  receiver. 
Five  miles  away,  or  fifty.  Or  more.  We  do  all  the  co-ordinating. 
You  get  one  bill  for  each  delivery.  From  us. 

Don't  ship  bulk  liquids?  No  problem.  We  have  lots  of  other 
new  distribution  programs  to  get  you  into  new  markets.  And  to 
reduce  your  distribution  costs,  too.  Call  our  local  salesman  or 
write:  Vice  President,  Merchandise  Freight  Group,  One  Charles 
Center,  Baltimore,  Maryland  21201. 

THE  C&O/B&O  RAILROADS    Cleveland  44101    •    Baltimore  21201 


IDEAS  DE  )  TO  HELP  PORTFOLIOS  GROW  LARGER. 

TESSEL,  I  L  QSTRAU,  INC.  MEMBERS:  NEW  YORK  AND  / 


AMERICAN  STOCK  EXCHANGES.  61  BROADWAY,  NEW  YORK,  N.Y.  V_^9 


great  expenditures  for  promoting  tour- 
ism are  made  by  the  companies  that 
profit  from  it. 

This  year  U.S. -flag  transatlantic  and 
domestic  airlines  will  spend  $16.5  mil- 
lion outside  the  Western  Hemisphere 
to  promote  tourism  in  the  U.S., -an  in- 
crease of  $5.5  million,  or  50%,  over  last  I 
year.  In  addition,  they  are  bringing 
more  than  2,000  travel  agents,  tour  op- 
erators and  travel  editors  here  to  fa- 
miliarize them  with  the  attractions  the 
U.S.  has  to  offer  to  foreign  tourists. 

At  the  recommendation  of  a  Presi- 
dential task  force  on  tourism,  headed 
by  Robert  M.  McKinney,  former  Un- 
dersecretary of  the  Interior,  both  U.S. 
and  foreign  airlines  have  cut  the  costs 
of  round-trip  tickets  to  the  U.S.,  pur- 
chased in  Europe  and  the  Middle  East, 
from  11%  to  38%.  Domestic  airlines 
have  cut  their  fares  by  50%  for  foreign- 
ers traveling  in  the  U.S.,  the  railroads 
by  25%.  The  three  largest  car  rental 
companies  in  the  U.S.  offer  foreign! 
tourists  discounts  of  10%;  seven  of  the 
major  hotel-motel  chains,   10%-50%. 

Still,  the  charge  that  Congress  has 
been  niggardly  does  have  some  valid-! 
ity.  No  doubt  there  is  more  the  U.S. 
could  do.  In  the  words  of  the  Treasury 
Department's  Robert  Pelikan,  "foreign 
countries  still  consider  the  U.S.  an  un- 
derdeveloped nation  in  terms  of  tour- 
ism. We  had  an  official  offer  from  the 
Swiss  government  to  give  us  technical 
assistance." 

The  U.S.  still  requires  visas,  a  nui- 
sance that  has  been  eliminated  by  ev- 
ery non-Communist  European  nation, 
even  by  Franco's  Spain.  Entering  the 
U.S.  still  is  a  snarl  of  red  tape.  And  the 
U.S.  is  not  really  geared  to  receive 
tourists.  A  Kansan,  who  can't  speak 
any  known  language  except  English, 
won't  have  any  difficulty  in  checking 
into  a  hotel  in  Athens,  but  a  Greek, 
who  speaks  only  Greek,  may  have  the 
devil's  own  time  at  a  hotel  in  Kansas 
City.  In  Mexico  City,  the  police  acad 
emy  now  teaches  all  rookies  basic 
English,  enough  so  that  if  a  visiting 
American  asks,  "How  do  I  get  to 
Chapultepec?"  he  can  give  him  direc- 
tions. Few  Boston  cops  can  speak 
Spanish. 

It  Could  Help,  but— 

The  fact,  nevertheless,  remains  thai 
no  matter  how  good  a  job  the  U.S.  doe; 
of  attracting  foreign  tourists,  it  still  wil 
have  a  balance-of -tourists  gap.  A  bal 
ance-of -tourists  gap  is  a  direct  and  in 
escapable  consequence  of  affluence 
Only  poor  nations  like  Spain,  Italy,  Ire 
land  and  Portugal  run  a  surplus  or 
tourism.  The  richer  countries  mostlj 
run  a  deficit.  West  Germany  last  yea: 
had  a  balance-of-tourists  gap  of  $6 
million.  Although  the  United  Kingdon 
restricts  the  amount  of  money  an  Eng 
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The  biggest  crude  oil 
pipeline  in  the  country 
has  started  flowing, 
and  Marathon 
has  a  piece  of  the  action 

Capline,  it's  called.  A  giant,  40  inches  in  diam- 
eter, that  stretches  630  miles  up  the  map  from 
Louisiana  to  Illinois. 

Why  is  our  subsidiary,  Marathon  Pipe  Line 
Company,  a  part  owner?  Capline  connects  in 
Illinois  with  the  Marathon  trunkline  system. 
Gives  us  a  new  way  to  move  Gulf  Coast  crude 
oil— at  low  cost— to  our  expanding  midwest 
refineries.  Helps  us  supply  them  more  effi- 
ciently and  more  flexibly  now  and  for  years 
to  come. 

Marathon  pipeliners  work  round  the  clock  to 
keep  crude  oil  and  products  moving  through 
5,000  miles  of  line— to  keep  up  with  our  grow- 
ing production,  growing  refineries,  growing 
markets. 

Our  participation  in  Capline  is  one  more  step 
to  mold  that  growth  into  steady,  meaning- 
ful progress. 


Xmarathon/ 


MARATHON  OIL.  COMPANY 


FINDLAV    OHIO 
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Fiberglass 


HATTERAS 

28,  31,  34,  38,  41,  4-4,  45  and  50  Ft. 
Motor  Yachts 


34  foot  fiberglass  Hatteras  Convertible 

The  Hatteras  is  remarkably  com- 
fortable. With  fiberglass  it  is  pos- 
sible to  mold  a  hull  shape  which 
virtually  eliminates  pounding, 
yawing  and  broaching.  Write  for 
the  name  of  nearest  dealer.  For 
portfolio  of  color  literature,  en- 
close SI. 00. 

HATTERAS  YACHT  DIVISION 
NORTH  AMERICAN  ROCKWELL 

2199  Kivett  Drive 
High  Point,  N.  C.  27261 


THE  DIAMOND  OF  HER  DREAMS 

at  investment  prices 


Buy  Diamond  Jewelry  direct  from  one 
America's  well  known  diamond 
3ay  only  actual  market  price. 
We  refund  all  monies  unless  your 
own  appraisal  shows  value  1A  to  % 
higr.c 

Over  5,000  tiylet  $100  to  $100,000 

Sena  for   p?E£  80-PAGE  CATMOg"  ' 

I   EMPIRE  DIAMOND  CORP.,  DEPT.  46  I 

|   Empire  State  Bldg.,  New  York,   N.Y.   10001 
,    NAME 

I  I 

,   ADDRESS 

I 

I '^  _____> 
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Besides  seeing  American  Indians  and  eating  hot  dogs,  foreign  visitors 
are  interested  in  viewing  the  American  way  of  life:  the  affluence,  the 
melting-pot  society  and  also  where  the  melting  hasn't  worked — the  ghettos. 
Among  Europeans,  Scandinavians  are  especially  intrigued  with  the  latter. 


lishman  can  take  abroad  to  $120,  it 
still  had  a  negative  tourism  gap  of  $  1 1 1 
million.  Even  France  had  a  negative 
tourism  gap,  though  a  small  one. 

The  reason  affluent  nations  have  a 
balance-of-tourists  gap  is  obvious:  An 
Iowa  farmer  can  afford  to  visit  Mexico 
City;  a  Mexican  farmer  has  trouble 
even  feeding  his  family.  A  New  York 
stenographer  can  afford  to  vacation  in 
Rome;  an  Italian  stenographer  can  only 
dream  of  going  to  New  York.  The 
United  Steelworkers'  contract  has  a 
provision  for  extended  vacations  for 
members  who  want  to  holiday  in  Eu- 
rope. It's  meaningful  because  a  U.S. 
steel  worker  earns  $160  a  week.  In 
France,  it  would  be  a  joke  because  a 
French  steel  worker  earns  only  about 
$80. 

In  1963,  the  U.S.  Department  of 
Commerce  made  a  study  of  the  poten- 
tialities for  drumming  up  tourism  in 
eight  different  countries.  Only  those 
cainiiig  $5,000  and  over  were  ques- 


tioned. There  were  30  million  such  fam- 
ilies in  the  U.S.,  most  of  which  had  not 
yet  traveled  overseas.  The  department 
estimated  there  were  only  24,100  such 
wage  earners  in  Belgium,  21,800  in 
Denmark,  50,000  in  Argentina,  92,100 
in  Holland,  13,100  in  Finland,  143,400 
in  Sweden  and  22,500  in  Norway.  The 
department  could  not  come  up  with  an 
estimate  for  Colombia.  Obviously,  the 
potentialities  for  attracting  tourists 
from  those  eight  countries  are  limited. 

The  U.S.  suffers  from  another  dis- 
advantage in  drumming  up  foreign 
tourism:  distance.  When  people  go 
abroad,  they  are  far  more  likely  to  visit 
a  country  nearby  than  a  country  4,000 
miles  away;  a  West  German  is  far  more 
likely  to  decide  to  spend  his  vacation 
in  Spain  than  in  the  U.S.,  even  if 
money  is  not  a  consideration. 

Americans  are  like  that,  too.  Of  the 
$4  billion  Americans  spent  for  travel 
abroad  last  year,  they  spent  more  than 
$1  billion  in  Canada  and  $590  million 
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This  advertisement  is  neither  an  offer  to  sell  nor  a  solicitation  of  offers  to  buy  any  of  these  securities. 
The  offering  is  made  only  by  the  Prospectus. 

NEW  ISSUE  September  18, 1968 

$250,000,000 

International  Bank  for  Reconstruction 

and  Development 

Twenty-Six  Year  Bonds  of  1968,  Due  October  1,  1994 

Interest  Rate  6%% 


Price  99.25% 

Plus  accrued  interest  from  October  1,  1968. 


Copies  of  the  Prospectus  may  be  obtained  from  any  of  the  several  underwriters , 
including  the  undersigned,  only  in  States  in  which  such  underwriters  are  qualified 
to  act  as  dealers  in  securities  and  in  which  the  Prospectus  may  legally  be  distributed. 


The  First  Boston  Corporation  Morgan  Stanley  &  Co. 

First  National  City  Bank     Morgan  Guaranty  Trust  Company     The  Chase  Manhattan  Bank,  N.A. 
New  York  of  New  York 

Bankers  Trust  Company        The  First  National  Bank        Manufacturers  Hanover  Trust  Company 

of  Chicago 
Chemical  Bank  New  York  Trust  Company  Bank  of  America 

N.  T.  &  S.  A. 

The  Northern  Trust  Company  Continental  Illinois  National  Bank 

and  Trust  Company  of  Chicago 
Harris  Trust  and  Savings  Bank  Mellon  National  Bank  and  Trust  Company 

Dillon,  Read  &  Co.  Inc.  Kuhn,  Loeb  &  Co. 

Blyth  &  Co.,  Inc.  Discount  Corporation  of  New  York  Drexel  Harriman  Ripley 

Incorporated 

Eastman  Dillon,  Union  Securities  &  Co.    Glore  Forgan,Wm.  R.  Staats  Inc.    Goldman,  Sachs  &  Co. 
ey,  Stuart  &  Co.  Inc.  Hornblower  &  Weeks-Hemphill,  Noyes         Kidder,  Peabody  &  Co. 

Incorporated 

La*-  &  Co.  Lehman  Brothers  Loeb,  Rhoades  &  Co. 

Merrii  re.  Fenner  &  Smith  Paine, Webber,  Jackson  &  Curtis 

■  I  ted 


Salomon  rs  &  Hutzler        Smith,  Barney  &  Co.        Stone  &  Webster  Securities  Corporation 

Incorporated 

Wertheim&  White,  Weld  &  Co.  Dean  Witter  &  Co.  Paribas  Corporation 


Incorporated 


in  Mexico.  Australia  and  New  Zealand, 
two  countries  with  very  great  tourist 
attractions,  suffer  from  the  fact  of  dis- 
tance. They  earned  only  $18  million 
from  U.S.  tourism  last  year.  The  attrac- 
tion of  tourists  for  nearby  countries  is  a 
fact  of  life  that  no  amount  of  promotion 
could  possibly  overcome. 

Experience  shows  that  no  matter 
how  fast  the  number  of  foreigners  vis- 
iting the  U.S.  may  increase,  the  num- 
ber of  Americans  going  abroad  will 
be  greater.  In  1960,  visiting  foreigners 
spent  SI  billion  in  the  U.S.  The  na- 
tion's balance-of-tourists  gap  that  year 
was  $1.2  billion.  Last  year,  spending 
In  foreigners  in  the  U.S.  totaled  $1.9 
billion.  The  gap  meanwhile  had  widen- 
ed to  S2.1  billion. 

The  Administration  believes  this  is  a 
situation  which  cm  be  corrected  only 
by  making  travel  abroad  more  difficult. 
bj  making  it  more  expensive.  That  is 
why  the  President  earh  this  year  asked 
U.S.  citizens  to  deter  foreign  travel  and 
asked  Congress  to  put  a  graduated  tax 
on  overseas  tourist  spending  above  ST 

a  da)  .  And  that  is  why  Secretary  bow- 
ler recently  reiterated  the  President's 
request. 

The  Dilemma  Congress  Faces 

However,  there  is  grave  doubt 
whether,  even   it   Congress  passed  the 

legislation  the  President  and  Secretary 

asked  tor.  it  would  have  an)  greal  el- 
icit on  the  balance-of-tourists  gap.  The 

taxes  would  not  (over  travel  in  Canada. 
Mexico,  the  Caribbean  and  Latin 
America,  and  those  are  the  places  most 
American  tourists  visit.  They  might 
dissuade  some  Americans  from  vaca- 
tioning in  Europe,  but  this  would  not 
necessarily  lessen  die  balance-of-tour- 
ists gap:  Those  Americans  might  simply 
vacation  in  the  Western  Hemisphere, 
instead.  Or  find  other  loopholes. 

Moreover,  restrictions  on  traveling 
abroad,  like  trade  restrictions  generally, 
might  onK  invite  retaliation.  Spending 
b)  foreigners  in  the  U.S.  would  then 
drop,  and  the  U.S.  balance-of-tourists 
gap  would  increase. 

It's  a  sticky  problem,  to  say  the 
least,  and  for  that  reason  Congress  may 
ignore  the  President.  It  certain!)  will 
be  under  great  pressure  to.  This  will 
come  not  only  from  airlines,  shipping 
lines  and  travel  agencies,  but  also  from 
the  secretary  in  Chicauo.  the  middle- 
aged  couple  in  Kansas,  the  high  school 
teacher  and  the  steel  worker,  who  have 
been  poring  over  travel  literature  all 
year  and  saving  every  cent  they  could 
for  a  vacation  abroad.  They  are  not 
about  to  give  up  a  dream  just  to  solve 
a  balance-of-pavments  problem  they 
probably  don't  understand  anyway. 

So  what's  to  be  done?  There  are  no 
easy  answers,  but  the  next  Administra- 
tion is  going  to  have  to  find  some.  ■ 


Reform  Now 

Stock  Exchange  President 
Robert  Haack  wants  his 
members  to  cut  commission 
rates    on    big    blocks    now. 

Robert  Haack,  the  new  president  of 
the  New  York  Stock  Exchange,  is 
touring  the  country  on  a  major  selling 
job.  The  job  will  take  all  of  his  con- 
siderable charm  and  a  bit  of  muscle  as 
well.  He  is  trying  to  sell  his  member- 
ship on  accepting  a  new  set  of  rules 
which  would  trim  their  gross  revenues 
by  something  like  $150  million  a  year 
and  involve  the  redirection  of  another 
$125  million. 

Basically,  there  are  two  things  in- 
volved: 1  )  a  reduction  of  commissions 
on  orders  over  1,000  shares  and  allow- 
ing tor  a  negotiated  sum  when  the 
commission  exceeds  $100,000;  2)  abo- 
lition of  "give-ups"  or  commission- 
splitting. 

The  recommendations  have  been 
submitted  to  the  641  member  firms. 
Beginning    this    month,    die    members 

will  vote  on  them.  By  early  November, 

the  results  will  be  known. 

Haack.  president  since  September  of 
last  year,  is  putting  his  prestige  on  the 
line  tor  the  proposals.  He  has  reminded 
members  that  the  Securities  &  Ex- 
change  Commission  has  the  power  to 
make  them  swallow  even  greater  con- 
cessions. Still,  he  faces  opposition  from 
die  membership.  As  he  recently  put  it: 
"It's  never  easy  to  recommend  to  your 
membership  rules  which  affect  their  in- 
come." He  estimates  that  the  proposed 
rates  would  have  reduced  last  v  ear's 
SI. 7  billion  in  commissions  by  about 
$150  million.  9%.  And  that  the  ban  on 
give-ups  will  involve  a  redirection  ol 
another  SI 25  million  in  commissions, 
but  he  is  telling  the  membership  that 
the  Exchange's  right  to  set  its  own  fee 
schedule  is  contingent  on  the  rates  be- 
ing "fair  and  reasonable." 

Radical   Change 

Present  commission  rates,  which 
come  to  slightly  less  than  VI  of  the  av- 
erage  transaction,  were  set  nine  years 
ago.  Since  then,  Haack  reminds  the 
members  he  has  been  addressing  at 
closed  meetings  throughout  the  U.S., 
the  business  has  changed  radically. 
"We're  now  at  a  point,"  he  tells  them, 
"where  probably  35-40%  of  all  our  busi- 
ness comes  from  institutions  and  the 
proportion  of  big  orders  is  way  up  over 
what  it  was.  But  the  commission  rate 
structure  has  not  recognized  this  devel- 
opment." 

Then  he  reminds  them  that  they 
have,  informally  at  least,  recognized 
the  change  by  the  increased  use  of 
give-ups.    The    big    orders    are    more 


Most 

accidents 

happen  within 

25  miles 

of  home 

It's  a  fact.  According  to  the 
National  Safety  Council,  4 
out  of  5  auto  accidents  hap- 
pen within  25  miles  of  home. 
Happen  during  those  local 
shopping  trips,  or  while  tak- 
ing the  children  to  school. 
Happen  on  the  way  to  work 
...  or  the  way  home.  So 
be  smart.  Always  buckle 
your  seat  belt — every  time 
you  drive. 

Remember,  according  to 
the  National  Safety  Council, 
if  everyone  had  seat  belts  and 
buckled  them  all  the  time,  at 
least  5,000  lives  could  be 
saved  each  year  and  serious 
injuries  reduced  by  one-third. 

Always  buckle 
your  seat  belt 


Published  to  save  lives  in 

cooperation  with  The 

Advertising  Council  and 

the  National  Safety  Council.  *</C  rff* 
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Night  life.  Lynda  Gloria  at  Le  Chateau  Champlain,  Montreal. 


Convention, 
anybody? 

A  convention  isn't  all  spangles  and  seltzer, 
you  know.  The  body  corporate  needs  space 
for  grouping  in  a  body.  And  more  space  for 
getting  away  from  bodies.  And  all  kinds  of 
audio-visual  paraphernalia  to  help  you  take 
the  big  view  of  things. 

Maybe  that's  why  more  conventions  con- 
vene at  Canadian  Pacific  hotels  (all  11  of 
them,  coast  to  coast)  than  at  any  other 
hotels  in  Canada.  Of  course,  it  may  not  be 
just  that  we  have  more  of  the  conventional 
trappings  to  give  you.  It  just  may  be  the 
unconventional  way  we  go  about  it. 

Convention,  anybody?  Contact  Bill  Gray, 
National  Sales  Manager,  Royal  York  Hotel, 
Toronto,  Ontario. 

Canadian  Gaelic  hotels 


profitable,  much  more  profitable,  than 
the  smaller  ones  and  so  members  can 
afford  to  split  the  commissions.  Thus 
a  mutual  fund  will  place  an  order 
through  one  firm  and  instruct  it-  to 
give  up  part  of  the  commission  to  an- 
other firm.  The  second  firm  is  re- 
warded in  this  way,  not  for  brokerage 
but  for  some  other  service  it  has  per- 
formed: Giving  stock  advice,  invest- 
ment advice,  or  selling  its  customers 
shares  in  the  fund.  In  some  cases,  the 
give-ups  ran  as  high  as  90%  of  the  total ' 
commission. 

Some  really  noisome  abuses  in- 
volved in  give-ups  were  revealed  in 
last  summer's  SEC  hearings.  Some 
member  firms  were  even  violating  the 
Stock  Exchange's  own  firm  ban  on 
splitting  commissions  with  nonmember 
firms.  "I  don't  think,"  Haack  says,  "that 
I'd  care  to  defend  the  practice  of  give- 
ups  after  the  testimony."  He  adds, 
"What  some  people  have  done  is  to 
make  their  own  ad-hoc  revision  of  the 
minimum  rate  structure." 

To  objections  that  member  firms 
need  the  money  from  give-ups  and 
from  institutional  business  to  meet 
rising  costs,  Haack  has  been  replying: 
"Sure,  costs  have  risen,  but  volume  has 
risen  more  rapidly  than  costs." 

In  his  affable  and  persuasive  way, 
Haack  reminds  recalcitrant  members 
of  a  very  unpleasant  situation:  That 
outside  of  Stock  Exchange  ranks  but 
within  the  securities  industry  there  are 
a  good  many  people  who  would  like  to 
see  fixed  commissions  done  away  with 
entirely.  Commissions  on  big  transac- 
tions Would  be  negotiated.  The  De- 
partment of  Justice  has  already  argued 
in  favor  of  such  a  system.  The  practice 
of  give-ups,  Haack  argues,  really 
amounts  to  a  form  of  cutting  commis- 
sions through  negotiations  and  indi- 
rectly strengthens  the  arguments  of 
proponents  of  negotiated  commissions. 
Haack  regards  maintenance  of  a  fixed 
commission  schedule  as  a  major  ob- 
jective. "Without  it,"  he  says,  "we 
would  have  chaos." 

"We  propose,"  he  says,  "to  set  a  min- 
imum that  is  a  hue  minimum.  As  the 
testimony  showed  this  summer,  the 
give-up  practice  has  degenerated  into 
a  maze  of  devices  which  make  a  mock- 
ery of  the  whole  minimum  rate  struc- 
ture." 

A  good  part  of  the  membership  al- 
ready buys  Haack 's  arguments.  They 
realize  that  the  present  commission 
structure— both  the  theoretical  and  the 
actual— is  full  of  holes  and  has  already 
resulted  in  scandals.  Certainly  some 
firms  will  be  hurt  by  these  changes, 
particularly  those  who  get  commission 
give-ups  without  actually  executing 
the  big  orders.  Haack  argues,  how- 
ever,    that   the   smarter   regional   firms 


President  since  late  last  year 
of  the  New  York  Stock  Ex- 
change, Milwaukee-born,  Har- 
vard Business  School  graduate 
Robert  W.  Haack  is  a  very  dif- 
ferent man  than  his  predeces- 
sor, Keith  Funston.  Where 
Funston  was  an  aloof,  almost 
Olympian  former  president  of 
Trinity  College,  Haack  is  a 
cheerful,  warm  midwesterner 
who  was  former  president  of 
the  National  Association  of  Se- 
curities Dealers.  Haack's  mes- 
sage to  his  membership  is,  in 
effect,  this:  Go  along  with  re- 
forms and  concessions  now  or 
you  may  well  have  far  stiffer 
and  more  objectionable  ones 
forced  down  your  throats  later. 
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We  sifted, 


l-UI 

JL^; 

itii 

liz 

analyzed, 
computed  and 

evaluated 
2,086  stocks. 

About  50  rate  a  place  in  our  book, 


Our  book'  [nvestment  Values 

For  Today.  In  it,  you'll  find  the 
select  stocks  we  rate  outstanding, 
also  the  reasons  why. 

What's  more,  in  IVT  you'll  find 
perspective:  our  analysis  of  the 
current  economic  climate  and 
appraisals  of  major  industry 
developments  affecting  investment 
opportunities.  __,_ 

Since  securities  values  change 
constantly.  IVT  represents  a 
constant  service.  We  do  our 
checking,  scrutinizing,  analyzing, 
computing  and  evaluating 

FORBES,  OCTOBER  15,  1968 


continuously— adding  or  deleting 
stocks  as  value-ratings  change. 

If  comprehensive  research-in- 
depth  and  a  finely  tuned  sense  of 
timing  can  help  you  in  your 
investment  selections,  then  IVT 
may  be  your  book,  too.  We  invite 
you  to  obtain  a  copy  of  the  new 
IVT  Fall  Edition  at  any  of  our 
1 10  offices -with  our  compliments. 

0  FRANCIS  I.  duPONT  &  CO. 

Your  investment  success  is  our  business 

OVER  110  OFFICES  IN  THE  LI  S     CANADA  Alit  -  :  ■  »S  N  ' 

STOCK  EXCHANGE  PRINCIPAL  SECURITY  AND  COMMODITY  EXCHANGES 
ADMINISTRATIVE  OFFICES  ONE  WALL  STKEET   •. 
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One  out  of 
twenty-four 
is  a 

MILLIONAIRE 


According  to  our  latest  subscriber  study  which  subscribers  have  net  worths  of  $1,000,000 

has  just  been  completed  (September,  1968)  or  more.  Sound  amazing?  Well  some  other  facts 

by   the   independent   research   organization,  from  this  same  subscriber  study  may  make  it 

Don  Bowdren  Associates,  4.2%  of  all  FORBES  seem  logical. 

For  instance: 

8.7%  of  Forbes  subscribers  are  Board  Chairmen,   Presidents  or  Chief 
Executive  Officers  of  their  companies. 

13.4%  of  Forbes  subscribers  have  household  incomes  of  $50,000  a  year  or 
more  (our  average  is  $31,238). 

95.1%  of  Forbes  subscribers  own  corporate  stock,  and  27.4%  of  these  own 
$100,000  or  more  (our  average  owned  is  $114,454). 

24.8%  of  Forbes  home-owning  subscribers  own  homes  valued  at  $50,000  and 
over  (our  average  value  is  $40,046). 

46.2%  of  Forbes  subscribers  own  real  estate  other  than  their  own  home,  and 
the  average  amount  owned  by  these  subscribers  is  $92,344. 

It  might  seem  that  FORBES  subscribers  comprise  the  most  affluent 
market  in  the  nation.  In  addition  to  affluence,  they  have  influence. 


Forbes  readers  don't  just  own  American  business.  They  run  it. 
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and  the  good  small  research  firms 
needn't  be  badly  hurt.  'They  could," 
Jie  said,  "be  paid  directly  for  research. 
And  there  is  no  prohibition  against  an 
institution  giving  an  order  to  any  of 
the,  number  of  regional  firms." 

Even  as  Haack  was  defending  the 
proposed  new  rules.  Stock  Exchange 
members  got  another  jolt.  This  time 
it  came  from  their  No.  One  competi- 
tion—the so-called  Third  Market. 

The  Third  Market  already  does 
what  Haack  says  would  cause  chaos 
if  it  became  widespread.  Firms  oper- 
ating in  this  market  handle  large  trans- 
actions on  a  "net"  basis;  that  is  they 
tack  a  modest  profit  onto  the  price 
they  paid  for  the  stock,  a  profit  which 
is  usually  less  than  stock  exchange 
commissions.  A  leading  firm  in  this 
market  is  bit/,  prestigious  First  Boston 
Corp.  Late  last  month  its  Chairman, 
Emil  Pattberg  Jr.,  challenged  the 
proposed  Stock  Exchange  reforms  as 
inadequate.  He  suggested  that  the  re- 
ductions in  commissions  on  large  vol- 
ume transactions  were  not  big  enough. 
Pattberg  also  struck  at  another  tradi- 
tion dear  to  the  heart  ot  many  stock 
exchange  members:  the  denial  of  mem- 
bership to  publicly  owned  corporations 
like  First  boston.  Said  he:  ".  .  .  ac- 
cording to  our  counsel  [this  practice] 
■ay  well  invoke  a  violation  ot  anti- 
trust laws."  It  is  not  only  the  SEC  and 
the  Justice  Department  who  threaten 
Wall  Street's  comfortable  status  quo. 

Hearings  Later 

Haack  himself  has  been  telling  his 
members  that  the)  Face  anothei  tough 
problem  only  a  little  further  down  the 
road:  Hight  now  nonmeuihei  firms  arc- 
not  allowed  to  use  the  facilities  of   the 

New    Voik    Stock    Exchange   without 

surrendering  the  entire  commission  to 
the  member  firm.  This,  in  effect,  lim- 
its nonmember  firms  to  the  over-the- 
counter  market.  "Many  years  ago," 
says  Haack,  "I  said  there  was  good 
reason  lor  granting  access  to  broker- 
dealers  doing  a  retail  business  with 
the,  public  and  giving  them  a  share  of 
commissions  on  business  that  they  gen- 
erated on  the  Exchange."  Haack  em- 
phasizes that  he's  not  pushing  this 
point  \et.  "There  will  have  to  be  hear- 
nus  before  the  SEC,"  he  says. 

Less  ol  a  standpatter  than  his  prede- 
cessor, retired  president  Keith  Funs- 
ben,  Haack  expected— and  is  getting— 
a  good  deal  of  flack  from  both  mem- 
bers and  institutional  customers  tor 
what  he  is  saying.  But  the  chances  are 
hat  a  majority  of  the  Stock  Exchange 
membership  will  go  along,  having 
earned  in  the  Thirties  that  a  little  ju- 
licious  reform  freely  adopted  is  the 
jest  possible  way  to  ward  off  massive 
etaliation  later  on.  ■ 
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700,000  Shares 


STP  Corporation 


Common  Stock 

($1    par  o.lu.) 


Price  $25  Per  Share 


Upon  request  a  copy  ol  the  Prospectus  describing  these  securities  and  the  business  ol  the 
Company  may  be  obtained  within  any  State  ttom  any  Underwriter  who  may  regularly 
distribute  it  within  such  State.  The  securities  are  offered  only  by  means  ol  the  Prospectus, 
and  this  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  ol  any  offer  to  buy. 


Goldman,  Sachs  &  Co. 
Blyth  &  Co.,  inc.  The  First  Boston  Corporation  Drexel  Harriman  Ripley 

Incorpotatrrf 

Eastman  Dillon,  Union  Securities  &  Co.  Glore  Forgan,  Wm.  R.  Staats  Inc. 

Halsey,  Stuart  &  Co.  Inc.         Hornblower  &  Weeks-Hemphill,  Noyes         Kidder,  Peabody  &  Co. 

Incorporated 

Lazard  Freres  &  Co.  Loeb,  Rhoades  &  Co.  Paine,  Webber,  Jackson  &  Curtis 

Salomon  Brothers  &  Hutzler       Smith,  Barney  &  Co.       Stone  &  Webster  Securities  Corporation 

Incorporated 

Wertheim  &  Co.  White,  Weld  &  Co.  Dean  Witter  &  Co.  Paribas  Corporation 

Incorporated 
September  27,  1968 


The 
future 
belong 
to  the  fit 


In  space  or  surgery,  farming  or  finance,  teaching  or  television,  the 

future  belongs  to  the  fit.  The  future  belongs  to  those  vigorous  enough 

to  live  it,  and  shape  it! 

Are  your  schools  providing  for  physical  fitness  as  part  of  the 
sound  education  your  children  need  to  carve  out  their  share  of 
the  future?  You  parents  can  help  see  that  they  do.  Write:  The 

rC        President's  Council  on  Physical  Fitness,  Washington,  D.C.,  for 

*■■■    PHE3  DE'.-  3 
|Sl|  COUNCIL  ON 
MAI   PM-fB.CAl 
■  ■■   CITNESS  __ 


information. 
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Scovill  Manufacturing  Company 

has  acquired 

Caradco  Incorporated 

Minnesota  Mining  and  Manufacturing 
Company 

has  acquiredthe  assets,  property  and  business  of 

Burgess  Cellulose  Company 

.    .             i  \  \ding  t6  tkii  transaction, 

Smith,  Barney  &  Co. 

Incorporated 
September,  1968 

Tht  under  signed  assist  id  Burgess  dllulosc  Company 
in  this  tr. ins.ii  i 

Smith,  Barney  &  Co. 

Incorporated 
Scpicmlvt,  L96S 

Zapata  Off- Shore  Company 

to  be  renamed 

Zapata  Norness  Incorporated 

has  acquired  i  maji  u  itj  ol  the 
Issued  and  outstanding  shares  oi 

Anglo  Norness  Shipping  Company 

Limited 

By  our  role  in  these 
recent  transactions, 
we  continue  to 
contribute  to  the 
planned  growth  of    f§? 
these  corporations.      \\ 

55?e^ 

Jas|.  f  / 

founded  Wrj/v    // 

Tbt  !'■.-                            .                     Merest* 
hi  tbt 

Smith,  Barney  &  Co. 

Incorporated 

September.  1968 

Smith,  Barney  &  Co. 

Incorporated 

International  Invest  Dion  Bankers 

Tracor,  Inc. 

■  quired 

Berkeley  Scientific  Laboratories 

The  merger  of 

The  Hartford  Gas  Company 

and 

The  New  Britain  Gas  Light  Company 

to  form 

Connecticut  Natural  Gas  Corporation 

i 
Smith,  Barney  &  Co. 

Incorporated 

Scptemt'. 

fus  become  effective. 

Ccmp.xny 

Tbe  mMftrsigntd  j./<\/  «J  fuMchi  ■Wwor  to  Tbt  Hertford  Cm 
i\tion  uitbtbt  I 

Smith,  Barney  &  Co. 

liuorportied 

**f\         **&    lOrUGS    InuGX.                                                                       preliminary  AUG                 115.6 

135  SEPT 115.8 

130  ^  —•"*  OCT 116.9 

125  J  NOV 118.8 

120  x-^^^S.         /  DEC 121° 

115  J*  \^r  JAN 122.4 

HO  S-*~*  FEB 124.3 

105  ^++~ 

^5  f^s  yt^  APR 1269 

qq  /  y  MAY     128.0 

85  /  f\f  JUNE  128'7 

80v      /  i  JULY  1300 

__\     J      Period  ot  Economic  Recession  as  defined  -lono 

75    '■•"         by  National  Bureau  ot  Economic  Research  AUG 130.8 

70  SEPT.  (pre.)  131.2 

Composed  of  the  following:                                    Commerce  private  nontarm  housing  starts)  service  price  index  related  to  the  consumer 

Production                                                              Consumption  price  index) 

•  How  much  are  we  producing?  (Federal  Re-   •  How  much  are  people  spending?  (Dept.  ol  Income 

serve  Board  Index  ot  Industrial  Production)       Commerce  retail  store  sales)  •  How  much  are  workers  earning?  (Dept.  ot 

•  What  volume  of  hard  goods  are  we  ordering?    •  To  what  extent  are  consumers  going  into  Commerce  personal  income,  wage  and  salary 
(Dept.  ol  Commerce  latest  three  months  new       debt?  (Federal  Reserve  net  change  in  con-  disbursements) 

orders  ot  durable  goods  related  to  inventories)       sumer  installment  debt)  •  How  many  people  have  been  laid  off?  (U.S. 

•  How  intensively  are  we  building?  (Dept.  ot   •  How  costly  are  services?  (Dept.  ot  Commerce  Dept.  ol  Labor  initial  unemployment  claims) 


It's  All  in  Their  Heads 

Many  economists  and  businessmen  watch  and  wait  for 
the  first  effects  ot  the  tax  increase  on  consumers.  One  man 
who  doesn't  wait,  and  one  who  has,  in  fact,  argued  that  the 
tax  hike  would  have  no  effect  on  consumers  is  George 

Katona,  professor  of  economics  and  psychology  at  the  Sur- 
\c\  Research  Center,  University  of  Michigan.  "The  talk- 
about  the  tax  increase,"  says  Katona,  "before  it  was  enacted 
ami  before  anybody  actually  paid  it  had  a  very  healthy 
effect  in  stopping  boom  tendencies  and  reducing  some 
expenditures."  Psychology  is  an  important  part  of  (Catena's 
economics.  Unlike  many  economists  who  abstractly  theorize 
about  the  results  of  fiscal  and  monetary  actions,  Katona 
periodically  feels  the  consumer's  pulsebeat.  Quarterly  sur- 
vr\  s  In  gangs  of  interviewers  give  him  measures  of  changes 
in  consumer  motives,  aspirations  and  uncertainties. 

Such  surveys  told  Katona  that  the  mere  discussion  of  the 
tax  increase  by  policymakers  as  early  as  1966  had  been 
heard  and  acted  upon  by  consumers.  To  the  consumers  who 
remembered  the  1964  tax  cut  as  a  "good  thing,"  the  talk  of 
a  tax  increase  was  regarded  as  a  "bad  thing."  Something  was 
wrong  with  the  economy.  What  better  reason  could  there  be 
to  delay  purchases?  "What  happened  to  consumer  durable 
goods  and  to  increases  in  installment  debt  in  the  winter  of 
1966-67,"  says  Katona,  "must  be  characterized  as  a  mini- 
recession.  The  first  law  of  consumer  psychology  is  only 
what  is  new  is  news.  If  it's  old  stuff,  it's  no  longer  news.  It's 
not  salient;  it  influences  consumers  much  less."  By  1968,  the 
tax  increase  was  old  stuff.  To  consumers  the  tax  bill  is  now 
a  dead  issue.  Now,  says  Katona,  only  economists  think  the 
most  important  economic  happening  in  the  last  year  was  the 
tax  hike. 

For  those  economists  who  watched  only  the  moves  of 
Washington  policymakers,  therefore,  Katona's  verdict  is 
short-sightedness.  Katona  refers  to  those  who  still  await 
the  surcharge's  effects  on  consumers  as  "the  mechanical 
school.  In  their  terms,"  he  says,  "economics  is  the  science  of 


impersonal  market  forces,  but  in  mine,  it  is  the  science  of 
human  behavior." 

"With  the  exception  of  a  few  people,"  says  Katona,  "who 
find  themselves  surprised  in  April,  1969,  because  their 
employers  did  not  withhold  enough  tax  money,  the  tax 
increase  is— contrary  to  what  you  have  heard— not  an  import- 
ant adverse  factor  for  consumer  demand." 

Income  Increases  Expected 

What,  then,  are  consumers  thinking  about?  "Today," 
says  Katona,  "roughly  two-thirds  of  American  families  either 
have  experienced  or  confidently  expect  income  increases. 
And  if  your  income  goes  up  3%,  you  can  maintain  gross 
expenditures  in  spite  of  the  increases  in  the  federal  income 
taxes.  People  know  that."  Inflation,  or  the  rise  in  prices,  has 
hurt  these  income  increases,  says  Katona,  but  it  has  not 
eliminated  the  willingness  of  consumers  to  buy.  "Income  in- 
creases," he  says,  "substantially  exceed  the  price  increases." 

Against  this  overriding  plus  factor,  however,  are  added 
uncertainties  that  have  brought  about  a  paradox:  That  we 
are  in  a  period  of  high  spending  and  high  saving.  By  this  he 
means  that  the  American  consumer  spends  at  a  high  rate  and 
generates  a  vast  amount  of  savings.  Right  now,  the  con- 
sumer is  letting  his  savings  accumulate  at  a  hefty  rate.  "The 
American  consumer  is  waiting,"  says  Katona.  "He  waits  be- 
cause he  is  uncertain."  First,  Katona  points  to  Vietnam. 
Rightly  or  wrongly,  the  general  conviction  of  consumers  is 
that  less  war  expenditures  will  permit  them  to  increase  their 
standard  of  living.  "Most  Americans,"  he  says,  "believe  that 
the  war  is  a  pain  in  the  neck."  Adding  more  uncertainty  is 
the  Presidential  election;  Katona's  surveys  show  that  con- 
sumers believe  it  will  have  an  important  effect  on  the 
economy  in  one  way  or  another. 

In  effect,  Katona  is  challenging  Keynes'  statement  that 
the  propensity  to  consume  is  fairly  stable— that  what  the 
consumer  gets  he  spends  on  a  stable  basis.  Katona  feels  that 
income  and  ability  to  spend  is  not  enough.  There  must  be 
willingness— the  human  factor— for  it  all  to  work.  ■ 
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MARKET  COMMENT 

By  L  0.  Hooper 


Appreciation  Possibilities 


I  am  more  and  more  impressed  with 
the  appreciation  possibilities  in  Penn 
Central,  selling  at  around  67M  as  this  is 
written.  Most  people,  I  think,  regard 
this  stock  as  proprietorship  in  a  great 
railroad,  the  largest  in  the  Western 
Hemisphere,  resulting  from  a  merger 
last  February  of  the  New  York  Central 
and  Pennsylvania  railroads.  It  is  much 
more  than  that.  The  new  company's 
nonrailroad  assets  constitute  one  of  the 
largest  real-estate  enterprises  in  the 
world,  and  it  soon  will  be  acquiring 
Kayser-Roth,  an  apparel  manufacturer 
employing  27,700  people. 

Some  of  the  real-estate  assets  of  this 
$6.5-billion  corporation  include:  29 
acres  in  the  Grand  Central  Terminal 
area  of  New  York  City  on  which  22 
large  structures  such  as  the  Pan  Amer- 
ican, Union  Carbide,  Bankers  Trust 
and  ITT  buildings  have  been  erected; 
four  hotels  including  the  Barclay,  Bilt- 
more,  Commodore  and  the  Roosevelt, 
as  well  as  a  lease  on  the  Waldorf  As- 
toria to  a  subsidiary  of  the  Hilton 
chain;  the  new  Penn  Station  and  the 
new  Madison  Square  Garden  Center 
which  is  a  part  of  it.  There  is  also  ex- 
tensive rail-related  property  outside  of 
New  York,  such  as  the  Penn  Center  in 
Philadelphia  and  87  acres  for  future 
development  near  the  30th  Street  sta- 
tion, the  148  acre  Penn  Central  Park 
adjoining  the  Golden  Triangle  area  in 
Pittsburgh,  a  half  interest  in  the  Union 
Station  in  Washington  which  is  being 
converted  into  a  4,000-car  parking  ga- 
rage, a  half  interest  in  the  air  rights 
over  the  Union  Station  in  Chicago 
where  two  large  office  buildings  have 
been  constructed  and  a  third  even 
larger  structure  is  on  the  drawing 
boards.  In  addition  there  are  the  old 
Buckeye  Pipe  Line;  three  nonrail- 
road associated  real-estate  subsidiaries, 
Macco  Realty  (Southern  California), 
Great  Southwest  (largely  around  San 
Francisco),  and  Arvida  (Florida). 

The  last  four  subsidiaries  earned  in 

1966  28%  more  than  in  1965,  and  in 

1967  34%  more  than  in  1966.  In  the 
first  half  of  1968,  net  of  all  four  was  up 
49.5%  from  the  same  period  a  year  ago, 
a  rate  of  gain  the  management  expects 
to  continue  in  the  second  half. 

While  not  apparent  to  any  consider- 
able extent  from  this  year's  figures,  the 

Mr.  Hooper  is  associated  with  the  New  York 
Stock   Exchange  firm  of  W.   E.    Hutton  &  Co. 
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benefits  and  economies  from  the  merg- 
er of  CN  and  PA  are  exceeding  ex- 
pectations. Furthermore,  Penn  Central 
is  in  an  enviable  federal-income-tax 
situation,  with  the  tax  credit  carry-for- 
ward (resulting  from  abandonments 
and  other  things)  probably  somewhere 
around  $400  million.  Per-share  earn- 
ings in  1969  almost  certainly  will  show 
an  important  increase  over  1968.  The 
stock  offers  a  most  interesting  combina- 
tion of  huge  assets  and  excellent  man- 
agement, and  it  involves  no  little 
leverage. 

This  column  from  time  to  time  has 
commented  on  Zayre  Corp.  (recently 
around  51)  as  a  growth  situation.  The 
company's  compounded  growth  rate  in 
recent  years  has  been  the  highest  of 
any  of  the  larger  so-called  discount 
chains.  Last  year  Zayre  suffered  some 
mild  growing  pains  (incident  to  a  huge 
new  warehouse  and  some  retail  let- 
down in  the  final  months ) ,  but  even  in 
1967  return  on  equity  was  19.8% 
(26.8%  in  1966).  In  the  52  weeks 
ended  July  31,  Zayre  earned  $2.97  a 
share  as  against  $2.45  in  1966.  It  looks 
as  if,  with  better  control  of  expenses 
and  more  rapid  growth,  Zayre  will  earn 
$3.20  to  $3.30  for  the  fiscal  year  end- 
ing in  January.  Nine  new  stores  have 
been  opened  this  year,  seven  more 
scheduled,  bringing  the  total  to  131. 
Sales  of  $450  million  or  more  seem  a 
reasonable  hope  for  this  fiscal  year. 
Zayre  is  the  type  of  "growth"  stock  you 
can  live  with.  The  founding  family  still 
owns  almost  half  of  the  equity. 

Not  for  Trading 

A  month  ago  most  of  this  column 
was  devoted  to  the  airlines  "as  a  specu- 
lation in  inevitability,"  and  that  group 
surprised  me  by  moving  ahead  faster 
than  I  had  expected.  It  should  be  made 
perfectly  clear  that  the  suggestion  to 
buy  airlines  was  not  made  on  a  trading 
basis.  The  problems  of  the  industry 
will  be  solved  only  gradually.  I  still  like 
the  idea  of  buying  them  for  a  pull  of 
six  months  to  two  years.  Probably  you 
can  buy  most  any  of  them,  but  my 
favorites  are  Trans  World  and  United. 

According  to  Vickers,  as  of  last  June 
30  the  mutual  funds  owned  16.7% 
of  the  outstanding  shares  of  Polaroid, 
28.4%  of  Control  Data,  25.4%  of  Bur- 
roughs, 22.8%  of  Sperry-Rand,  17.8%  of 
Penn  Central,  30.1%  of  General  Dy- 


namics, 28.4%  of  Philip  Morris.  They 
also  own  7.3  million  shares  of  IBM 
(but  this  is  only  about  6.5%  of  the  out- 
standing stock  of  the  company),  9  mil- 
lion shares  of  Royal  Dutch,  and  over 
5  million  shares  each  of  Standard  Oil 
of  New  Jersey,  Gulf  Oil  and  Texaco. 

The  above  figures  are  presented 
largely  to  show  how  important  institu- 
tions can  be  in  today's  stock  market. 
They  are  a  wonderfully  bullish  factor 
when  they  buy  in  volume,  but  they 
can  be  a  highly  disconcerting  influence 
when  a  few  of  them  suddenly  decide 
to  sell  ( and  try  to  get  out  quicker  than 
the  other  fellow).  Often  a  quick  move 
up  or  down  in  a  single  stock  is  caused 
by  sudden  fund  activity.  The  stock- 
market  commentator  often  is  at  great 
disadvantage  because  he  has  no  ad- 
vance notice  of  fund  intentions. 

Sold -Out  Situation 

Those  who  like  to  buy  unpopularity 
should  take  a  long  look  at  Freeport 
Sulphur  (recently  around  43).  This 
stock  is  down  from  a  high  of  around  78, 
and  has  been  the  subject  of  many  serv- 
ice-selling recommendations.  It  should 
be  pretty  well  sold  out.  In  addition  to 
the  sulphur  properties,  Freeport  has 
two  new  important  nickel  properties  in 
Australia  and  a  rather  large  rich  copper 
property  in  New  Guinea  (Oceania). 

While  many  stocks  have  been  doing 
well  recently,  the  blue  chips  have  been 
more  uniformly  strong  than  the  new 
fast-growth  stocks,  and  that  has  been 
reflected  in  the  DJ  industrials,  which 
are  a  better  measure  of  blue  chips  than 
of  what  so  many  people  have  come  to 
call  "the  market."  Speculation  has  been 
tamer  than  it  was  last  April,  May  and 
June.  This  is  documented,  too,  by  the 
lower  ratio  of  sales  on  the  American 
Stock  Exchange  as  against  the  New 
York  Stock  Exchange.  That  ratio  lately 
has  been  around  48%  to  50%  vs.  65%  to 
70%  last  spring.  The  amazing  specula- 
tion in  small  new  issues,  however,  con- 
tinues unabated. 

Philips'  Lamp  of  Holland  (41)  is 
having  an  excellent  year.  Sales,  profit 
margins  and  earnings  are  up.  .  .  .  There 
is  considerable  interest  in  the  directors 
meeting  of  Chrysler  (70)  which  is  due 
around  Oct.  24.  ...  I  am  always  in- 
trigued by  the  often  naive  and  usually 
emotional,  politically  inspired  trading 
ideas  that  are  apt  to  be  current  just  be- 
fore and  just  after  a  Presidential  elec- 
tion. I  don't  like  to  follow  them,  partly 
because  I  think  economic  trends  usu- 
ally govern  political  trends  instead  of 
political  trends  governing  the  economy. 
I  do  think,  however,  that  if  this  elec- 
tion goes  to  the  House  of  Representa- 
tives as  a  result  of  no  candidate  obtain- 
ing a  majority  of  the  Electoral  College, 
that  it  will  not  be  a  good  thing  for  in- 
vestment sentiment.  ■ 
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GOOD  AS  THEY  ALL  ARE 

not  one  of  these  stocks  should  be  held  or  bought  or  sold 


General  Motors 
American  Telephone 
Pan  American  Airways 
McDonnell-Douglas 
DuPont 


W.  H.  Rorer 

Union  Carbide 

Standard  Oil  (N.  J.) 

Great  Western 
Financial 


General  Electric 

U.S.  Steel 

Itek 

Sperry  Rand 

Goodyear 


nor  should  any  one  of  the  other  1400  stocks 
under  weekly  evaluation  by  Value  Line 


until  you  check  Value  Line's  objec- 
tive determinations  of  what  relative 
price  changes  you  can  reasonably 
xpect  of  each— and  when. 

Value  Line's  70  research  special- 
sts  devote  their  full  time  and  en- 
rgy  to  these  questions.  Every  week 
they  classify  all  the  stocks  covered 
the  year  round  by  Value  Line  into 
Dne  of  five  groups  indicating  how 
hey  are  likely  to  perform  in  the 
market,  relative  to  the  others,  in 
:he  next   12  months. 

The  five  groups  are  designated  I 

(Highest),   II   (Above  Average),   III 

(Average),  IV  (Below  Average),  and 

(Lowest).  When  Value  Line  rates 

stock  I   (Highest)  for  probable 

^ear-ahead  market  performance,  it 

neans  simply  that  this  stock  is 

)ne  of  the  group  that  will  probably 

;o  up  most  in  a  rising  market  or 

Jown  least  in  a  falling  market,  rela- 

ive  to  the  stocks  in  the  other  four 

roups;  II  (Above  Average)  stocks 

'ill  do  better  than  III  (Average),  III 

)etter  than  IV  (Below  Average),  and 

V  better  than  V  (Lowest). 

nd  for  the  next  three  to  five 

/ears,  the  same  determinations, 
■from  I  down  to  V.  And  for  dividend 
Income  in  the  next  12  months,  the 
feame  ratings,  from  I  (Highest) 
*down  to  V  (Lowest). 


NOTE:  Not  every  one  of  the  more 
than  1400  stocks  will  perform  in 
pthe  market  in  accordance  with  its 
fi'atings.  But  such  a  large  percent- 
age have  in  the  past,  for  reasons 
:hat  are  logical,  that  you  owe  it  to 
yourself  to  check  every  stock  that 
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you  now  hold  or  are  thinking  of 
buying  or  selling  with  Value  Line's 
objective  determinations  of  prob- 
ability. 

THE  COUPON  will  bring  you  for  the 
term  you  check  — one  year  for 
$167,  3  months  for  $44,  or  4 
weeks  for  $5— the  complete  weekly 
editions  of  The  Value  Line  Invest- 
ment Survey.  Each  edition  consists 
of  full-page  reports  and  ratings 
on  about  100  stocks,  the  24-page 
Weekly  Summary  of  Advices  &  In- 
dex, and  the  8-page  Selection 
&  Opinion  section  .  .  .  plus  the 
monthly  Special  Report  on  insider 
transactions  and  quarterly  Special 


Report  on  mutual  fund  transac- 
tions, as  issued. 

BONUS  •  With  the  annual  or  three- 
month  subscription,  Value  Line 
will  ship  to  you  immediately  the  2- 
volume  Investors  Reference  Library 
which  will  give  you  the  latest  re- 
ports on  all  stocks  that  have  been 
published  prior  to  your  subscrip- 
tion. During  the  subscription 
period  all  1400  reports  will  be  up- 
dated. 

MONEY-BACK  GUARANTEE:  If  you 

are  dissatisfied  with  Value  Line  for 
any  reason,  return  the  material 
within  30  days  for  a  full  and  prompt 
refund. 


In  fairness  to  regular  subscribers,  who  pay  $167  a  year  for  The  Value  Line 
Investment  Survey,  we  cannot  make  the  $5  introductory  subscription  avail- 
able to  those  who  have  had  such  a  4-week  subscription  within  the  past 
six  months. 


□  3  MONTH  TRIAL-*  44 
(13  EDITIONS) 


□  ONE  YEAR- $167 
(52  EDITIONS) 

Send  me  the  complete  service  for  the  term  checked  plus 
-as  a  bonus— the  2-volume  Investors  Reference  Library 
consisting  of  Value  Line  sections  published  during  the 
13  weeks  preceding  start  of  this  subscription. 
D  Payment  enclosed  D  Bill  me 


I      I  FOUR 


EDITIONS) 


Send  me  a  4-week  introduc- 
tory subscription  to  the  full 
service  for  $5.  I  enclose 
payment. 


If  dissatisfied  for  any  reason,  I  have  up  to  30  days  to  return  the  material 
for  a  full  refund  under  your  money-back  guarantee. 


Name  (please  print). 
Address  


AA16-21 


City. 


.State 


Zip 


(Subscription  fees  are  deductible  for  income  tax  purposes.  N.Y.C.  residents, 
please  add  5%  sales  tax;  other  N.Y.  State  residents,  add  applicable  safes  tax.) 

THE  VALUE  LINE 

INVESTMENT   SURVEY 

Published  by  Arnold  Bernhard  &  Co.,  Inc. 
5  EAST  44th  STREET,  NEW  YORK,  N.  Y.  10017 

(No  assignment  ol  this  igmement  will  be  midc  without  subscriber's  consent.) 
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Growth 
industry  ^ 
Shares, 
inc. 
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A  MUTUAL  FUND 

INVESTING  IN 

CROWING  COMPANIES 


You  Buy  Direct 

GIS  has  no  salesmen  . . . 
pays  no  commissions 

Prices:  Net  Asset  Value  per  share  plus 
3%  on  investments  under  $2000,  reduc- 
ing to  1%  on  $25,000  or  more. 


Mail  coupon  below  lor  copy  ol  prospectus. 


Growth  Industry  Shares, Inc., Room  1018 
6  N.  Michigan  Ave.,  Chicago,  III.  60602 


City 
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CONVERTIBLES 

577  convertible  bonds  and 

327  convertible  preferred  stocks 

now  currently  trading  cm  be  ignored  by  .in  in- 
vestor only  to  his  own  detriment.  In  many  cases 
.in  intelligently  selected  Convertible  can  sharply 
limit  risk  on  the  downside,  while  providing  just 
II  much  appreciation  as  the  common  on  the 
upside,  as  well  as  providing  a  much  higher  re- 
turn than  the  common  stock,  and  costing  far 
ItU   in   brokerage   commission    to   buy. 

Read:  "Investing  &  Spcculntinic  with 
CONVERTIBLES"  by  a  remarkably  welt- 
qutllfied  .uitlior,  Sidney  Fried,  to  get  the 
whole  story  of  Hie  Convertible,  and  out- 
line ■  method  by  which  you  can  profit 
from  the  904  Convertibles  currently  trad- 
ing. Coating  only  $3,  the  book  is  accom- 
panied by  a  thorough  statistical  description 
of  the  904  Convertibles,  plus  a  breakdown 
of  the  Convertibles  by  Industry  Group. 

If  vou  do  not  agree  with  us.  after  read- 
ing the  book,  that  it  has  opened  a  whole 
new  world  of  opportunity  for  you  in  to- 
il, iy's  stock  market,  we  will  immediately 
return  your  $3,  upon  your  instructions  to 
do    so. 

To  receive  "Investing  &  Speculating 
with  CONVERTIBLES"  by  Sidney  Fried, 
lend  $3  tod. iv  with  your  name  and  address, 
md  ilns  advertisement,  to  "Convertibles", 
Dept.  F-32,  R.H.M.  Associates,  220  Fifth 
lie.    New   York,    New  York    10001. 


MARKET  TIMING  and 
STOCK  SELECTION 

by  POINT  and  FIGURE  technique 

This  method  oi  market  analysis  builds  your 
independent  judgment  in  helping  to  select 
the  right  slinks  .it  the  right  time.  Widely 
used  hy  professional  traders  imd  investors 
in  their  market  operations. 

FREE  ON  REQUEST 
Literature  on  Figure  Charts  of  Storks  and 
Commodities.  ...  a  dailj    <>t    weekly  price 
change  service  .  .  .  uml  insti  uction  material. 
All  will  he  sent  free  on  i     lust  write 

for  Portfolio  l-Mll. 

MORGAN,    ROGERS   &    ROBERTS,    Inc. 
150  Broadway     •     New  York   38,   N.Y. 
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TECHNICIAN'S  PERSPECTIVE 

By  John  W.  Schulz 


The  Lion's  Share 


Institutional  investors,  according  to 
.i  recenl  statement  by  1 1 1  *  -  chairman  of 
the  New  York  Stock  Exchange's  Board 
ol  Governors,  now  account  for  50fl  ol 
all  transactions  done  on  the  Big  Board. 
Eight  years  ago,  a  NYSE  public  trans- 
actions study  Found  thai  institutions  did 

!  I  3%  of  total  share  turnover,  individu- 
al investors  52.6%,  and  NYSE  members 
( trading  For  their  own  accounts)  23.1%. 
Today,  members  do  about  24%-25%  of 
the  iin  nover,  individual  investors  about 
2551  28%,  and  institutions  all  die  rest- 

I Ik-  lion's  share. 

The  institutional  sector's  rise  to  pow- 
er has  wrought  a  great  change  in  the 
character  of  the  slock  market.  To  be 
sure,  short-run  swings  from  optimism 

to   pessimism,   and   vice  versa,  among 

institutional  investors  have  produced 

price  fluctuations  as  acute  as  those  that, 
in  a  more  distant  past,  were  traceable 

to  shifts  in  sentiment  among  the  mass 

ol   private  investors.  But  over  the  long 

term,  the  growth  of  institutional  de- 
mand seems  to  have  had  a  distinctly 
beneficial  effect  on  common  stock 
prices  and  valuations.  Between  1946 
and  1955,  investors  rarely  paid  more 
than  12-13  times  annual  earnings  for 
the  Dow  Jones  industrials  and  often  as 
little  as  7-10  times.  But  since  1955,  the 
Dow's  price  earnings  multiple  has 
rarely  been  less  than  14  and  quite  often 
more  than  18-19. 

The  Supply-Demand  Factor 

This  remarkable  up-shift  in  valua- 
tions can  be  correlated  with  the  fact 
that  annual  net  purchases  by  institu- 
tions of  preferred  and  common  slocks 
rose  from  $1.6  billion  in  1955  to  $10.5 
billion  in  1967.  This  represents  a  com- 
pounded annual  growth  rale  in  institu- 
tional demand  for  equity  securities 
overwhelmingly  for  common  stocks— 

of  more  than  16%,  on  average,  and 
cumulative     net      purchases     totaling 

$52. o  billion  oxer  these  12  years,  Dur- 
ing the  same  period,  annual  net  addi- 
tions to  the  supply  of  common  stocks 

from  new  issues  rose  only  from  $1.9 
billion  to  $2.3  billion,  for  an  average 
annual  growth  rate  of  less  than  2%, 
compounded,  and  a  cumulative  total  ol 

$19.4  billion.  This  extraordinarily  wide 
discrepancy  between  the  sharplj  rising 
Institutional  demand  and  nearly  stable 

Mr.   Schuli    is  a   partner  in   the  New  York  Stock 
Exchange  tirm  ot  Wolfe  &  Co. 


net  new  supply  has  unquestionably 
been  a  major  factor  in  raising  the  aver- 
age price/earnings  multiple  for  com- 
mon slocks  to  a  higher  range  and  in 
keeping  it    there. 

There  seems  to  be  no  reason  at  this 
time  why  the  long-term  growth  rate 
of  institutional  demand  for  common 
stocks  should  slacken  appreciably  in 
the  years  ahead  or  why  the  growth 
rate  in  the  net  new  supply  of  common 
slocks  should  begin  to  rise  at  anything 
like  a  similar  rate.  But  even  if  in- 
stitutional demand  were  to  rise  at  a 
compound  average  rate  of  only  10%  an- 
nually, it  would  still  reach  a  total  of 
$16.9  billion  by  1972-$6.4  billion 
above  last  year's.  What's  more,  dining 
this  five-year  span,  institutional  net 
buying  would  come  to  the  rather 
staggering  cumulative  total  of  $70.5 
billion.  If  net  new  issues  of  common 
shares  also  were  to  grow  at  a  com- 
pound average  rate  of  10%  a  year, 
which  seems  most  unlikely,  they  would 
reach  a  level  of  about  $3.7  billion  by 
1972,  for  a  five-year  cumulative  total 
ol  about  $15.5  billion.  So,  even  on  pre- 
mises that  should  be  needlessly  con- 
servative, the  average  annual  growth 
in  institutional  demand  could  be  ex- 
pected to  outstrip  the  rise  in  net  new 
Supply  of  common  stocks  by  an  enor- 
mous margin  (hiring  the  years  ahead. 

Although  the  mushrooming  mutual 
funds  have  had  most  of  the  publicity 
concerning  the  rise  of  institutional  de- 
mand lor  common  stocks,  the  fact  is 
that  their  share  of  the  total  has  dropped 
from  31%  in  1955  to  23%  in  1967.  In 
recenl   years,  the  private  noninsured 

pension  funds  have  been  dominating 
the  institutional  sector  as  net  stock 
buyers,  accounting  last  year  for  $5.2 
billion,  or  nearly  50%  of  the  total.  And, 
while  the  demand  for  common  stocks 
from  mutual  funds  is  likely  to  keep 
growing,  a  relatively  still  greater  ex- 
pansion of  demand  can  be  expected 
from  the  pension  funds.  The  reason  is 
that  pension  binds  have  been  unable 
to  earn  enough  from  fixed-income  in- 
vestments, like  bonds  and  mortgages, 
to  cover  their  continuously  growing 
payments  to  pensioners.  More  and 
more  pension  fund  managers  have 
conic  to  realize  that  they  need  price 
gains  from  common  stock  investment] 
to  cover  the  widening  difference] 
That's  why,  in  recent  years,  fund  man 
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agers  hav  e  placed  a  sharply  rising  share 
of  employer  and  employee  contribu- 
tions in  common  stocks— 67f  in  1966 
and  probably  well  over  80S  in  the  fol- 
lowing year. 

With  all  these  long-term  trends  un- 
likely to  abate  much,  let  alone  reverse, 
in  the  foreseeable  future,  the  market 
will  probably  continue  to  insist  on  valu- 
ing common  stock  earnings  at  ratios 
substantially  above  what  was  once  con- 
sidered normal  and  what  many  in- 
vestors still  regard  as  conservative. 

In  the  first  quarter  of  this  \  ear,  over- 
all institutional  demand  for  common 
stocks  fell  short  of  its  long-term  growth 
trend  because  the  mutual  funds  were 
selling  on  balance.  But  in  the  second 
quarter,  they  bought  unprecedented 
Quantities  of  stock,  and  there  are  pre- 
liminary indications  that  pension-tmul 
net  buying,  also  reached  a  new  high. 
Almost  certainly ,  the  mutual  funds  con- 
tinued to  buy  heavily  in  the  third 
quarter,  and  it  seems  quite  probable 
that  total  institutional  demand  will  re- 
main at  historic  -ally   high  levels  and  on 

the  upgrade  throughout  the  second 
hall  of  this  year. 

Brightening    Prospects 

One  reason  for  thinking  so  is  that 
mans  analysts  have  recently— and  rath- 
er abruptly— come  around  to  the  view 
that  the  economy  will  continue  to  ex- 
pand during  the  year's  second  ball 
and  will  not  turn  down  during  the  Brsl 
half  of  I960.    \  related  shift  from  deep 

pessimism  to  cautious  optimism  con- 
cerning corporate  aftertax  earnings 
for  the  12  months  to  mid-1968  lias  also 
become   apparent,    with    most    hands 

looking  for  a  new  cycle  ol  sustainable 
jprowth    thereafter. 

The  sudden  brightening  of  the  in- 
vestment climate  came  at  a  time  when 
the  Dow  was  selling  at  about  15X  times 
the  $59-$60  '"per  share"  earnings  that 

now     seem     achievable     for     calendar 

1968.    This  price  earnings  multiple  is 

Conspicuously  nearer  the  low  than  the 
high  end  of  the  range  investors  have 
been  Willing  to  pay  for  the  Dow  dur- 
ing most  of  the  past  13  years.  The  in- 
stitutions thus  should  have  not  only  a 
current  incentive  but  also  ample  pre- 
cedent for  buying  stock  even  at  rising 
prices.  I  suspect  they  will  do  so  at  least 
until  the  Dow  is  nearer  1000,  where  its 
multiple  of  possible  1968  earnings 
would  still  be  less  than    17. 

Investors  who,  in  this  context,  prefer 
below-average  multiples  might  in- 
vestigate Gamble-Skogmo  (recently 
31),  which  has  a  record,  and  apparent- 
ly also  good  prospects,  of  above-aver- 
age earnings  growth.  ■ 


Mr.  Bid  is  out  of  the  country  on  busi- 
ness. His  column  tcill  reappear  in  the 
Nov.  IStfi  issue. 


Introducing  a  new 
capital  appreciation 
investment  fund  able  to 
use  hedge,  leverage 
techniques. 


Ling  Fund,  Inc. 

Ling  Fund,  Inc.,  operates  as  a  diversified 
open-end  investment  company  seeking 
possible  growth  of  capital  through  aggressive 
employment  of  a  broad  range  of  investment 
techniques  including  the  use  of  short  sales, 
put  and  call  options  and  leverage  through 
borrowing. 

Initial  Public  Offering  Price  $10.00  Per  Share 

Call  your  investment  dealer  or  write  for  free 
prospectus 


LING  FUND,  INC. 

LTV  Tower,  Dallas,  Texas  75201 
214  742-4751 


Please  send  a  prospectus  of  The  Ling  Fund  to: 
Name     _   


Address 
City 


State 


Zip 
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ASSETS    OVER    $410    MILLION 


GIVE   YOUR 
SAVINGS... 


Double  Safety 

A  Accounts  insured  to  $15,000 
by  the  Federal  Savings  and 
Loan  Insurance  Corporation. 

Q  One  of  the  highest  reserve 
ratios  in  the  nation. 


5 


Plus  highest  dividends  com- 
pounded daily  from  date  In 
—  to  date  out. 


% 


per  annum 
current  rate 


V 


Equal  to  5.13%  per 
annum  when  principal 
and  dividends  remain 
one  year 

Bonus  Accounts  earn  an  added    /4  /rj 
per  year  when  held  36  months 

One  of  America's  Largest 
. . .  and  Strongest 

mm  est.  i9.i7 

Fide  li  yy 

^e^&Uvt  SAVINGS 

AND   LOAN  ASSOCIATION 

Box  1631-22  •  Glendale,  Calif.  91209 


Pleoie  lend 
detail   on: 


[~]  Saving*  Accounts 
□  CheckoMonth  Plon 


NAME- 


.ADDRESS- 


ICITY- 


STATE- 
PLEASE    PRINT 
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Just  Published 

How  88,648 
Heavy  Smokers 
Stopped  Smoking 

NEW  YORK  —  The  Anti-Tobacco  Center  of 
America  has  just  published  a  booklet  which 
explains  how  88,648  heavy  smokers  (of  whom 
many  are  physicians)  have  stopped  smoking 
without  straining  their  will  power.  This  book- 
let is  available  free  of  charge  to  smokers.  AH 
you  need  to  do,  to  obtain  it,  is  to  send  your 
narrie  and  address  to  The  Anti-Tobacco  Cen- 
ter of  America,  Dpt.  \  18115,  276  Park  Avenue 
South,  New  York  City,  10010.  This  offer  is 
open  while  the  supply  of  these  booklets  lasts. 


AGGRESSIVE 
INVESTMENT  ACCOUNTS 

managed  personally  by  our  Partner 

John  W.  Schulz 

minimum  $50,000  buying  power 

Wolfe  &  Co. 

Members  New  York  Stock  Exchange 
120  Broadway,  N.  Y.  1000S 


fferJD" 
&  VALUE 


THE  MARKET  OUTLOOK 

By  Sidney  B.  Lurie 


The  Approach  Is  Everything 


In  a  sense,  investment  or  speculation 
is  a  very  personal  business.  It's  not  just 
that  the  two  terms  are  almost  inter- 
changeable, for  a  good  investment 
must  likewise  be  a  good  speculation. 
Nor  is  it  that  individual  requirements 
and  objectives  differ  with  respect  to 
the  degree  of  risk  that  can  be  assumed, 
etc.  Rather,  with  the  stock  market  little 
more  than  a  department  store  of  securi- 
ties, a  broad  policy  can  only  be  as  good 
as  its  specific  application.  In  turn,  the 
specifics  involve  a  philosophic  decision 
as  to  the  type  of  issue  that  can  best  be 
used  to  employ  capital  profitably.  In 
other  words,  the  areas  of  interest  can 
be  almost  as  much  a  matter  of  temper- 
ment  as  knowledge. 

Illustrative  of  the  point,  some  secu- 
rity buyers  prefer  to  seek  the  special 
potential  of  companies  with  the  prom- 
ise of  growing  faster  than  the  economy 
as  a  result  of  new  products  or  high 
technological  skills.  Others  prefer  the 
opportunities  that  can  develop  from 
important  cyclical  changes  in  a  mature 
business  or  deferred  demand  and  pop- 
ulation trends.  Still  others  put  particu- 
lar emphasis  on  companies  that  are 
emerging  from  private  periods  of  ad- 
versity, inasmuch  as  a  double-barreled 
play  can  then  come  into  being— rising 
earnings  and  a  higher  multiple.  But 
whatever  the  field  of  choice,  its  suc- 
cessful application  is  related  to  two 
fundamental  considerations:  that  the 
price  be  "right,"  that  the  dynamics  be 
sufficient  to  capture  attention. 

Change  in  Character 

In  turn,  this  points  up  the  fact  that 
most  of  the  1968  stock-market  success 
stories  have  been  different  from  those 
of  1967,  for  the  drama  is  in  different 
areas  of  the  economy.  Many  also  have 
reflected  the  emphasis  on  value  as  well 
as  volatility,  which  is  almost  a  corollary 
of  this  broad  transition  period  within 
the  economy.  All  of  which  highlights 
the  fact  that  special  opportunities  can 
also  develop  when  seemingly  "dull" 
companies  change  character.  Two  that 
meet  this  test  are  capsuled  below. 

In  my  opinion,  Borg-Warner  (around 
33,  paying  $1.25)  has  the  benefit  of  at 
least  three  special  pluses  that  suggest 
that  the  earnings  plateau  of  the  past 
five  years  could  be  the  springboard  for 
significant    growth    in    coining    years. 

Mr.  Lurie  is  a  partner  in  the  New  York  Stock 
Exchange   firm    of   Josephthal    &    Co. 


1)  The  still-expanding  York  air-con- 
.  ditioning  and  refrigeration  division, 
"which  will  contribute  about  25%  of  this 
year's  close  to  $l-billion  volume,  has 
improved  its  competitive  position  in 
recent  years.  It  is  the  leading  independ- 
ent maker  of  automotive  air-condition- 
ing compressors.  2)  The  company  is 
the  largest  manufacturer  of  a  plastic 
material  whose  world  consumption  is 
expected  to  more  than  double  by  1972. 
This  division  will  account  for  about 
13%  of  sales  as  against  10%  last  year  and 
7%  in  1963.  3)  The  auto-parts  division, 
which  will  account  for  about  one-third 
of  sales,  has  a  particularly  bright  poten- 
tial in  Europe  where  less  than  10%  of 
the  cars  have  automatic  transmissions. 
Despite  fears  of  "backward  inter- 
gration"  in  the  auto  industry,  this  divi- 
sion's sales  have  increased  steadily  and 
will  reach  a  new  peak  in  1968.  I  expect 
earnings  to  be  in  the  neighborhood  of 
$2.50  a  share  this  year  as  against  $2.30 
without  a  surtax  in  1967. 

There  is  little  question  but  that  the 
bus  transportation  business  is  in  a  tran- 
sition phase,  partly  because  military 
and  student  traffic  were  lost  when  the 
airlines  introduced  promotional  fares. 
But  there  are  nevertheless  some  unex- 
pected strengths  in  Greyhound's  trans- 
portation business  that  should  produce 
another  record  gross  this  year.  The 
company  isn't  completely  dependent 
on  long-haul  business  in  that  there  are 
some  40,000  communities  served  by 
bus  alone.  The  Canadian  bus  subsid- 
iary, which  contributed  about  7%  of  last 
year's  total  net,  has  a  strong  growth 
potential,  as  does  the  company's  bus 
manufacturing  operations.  I  also  be- 
lieve that  too  little  attention  has  been 
given  to  the  major  diversification 
achieved  "outside"  the  bus  business 
per  se,  such  as  the  fact  that  Greyhound 
today  is  the  largest  computer-leasing 
and  industrial-equipment  leasing  com- 
pany in  the  world.  In  mv  opinion,  the 
company's  fast-growing  financial  serv- 
ice divisions  and  others  will  contribute 
about  one-third  of  this  year's  $1.45  per 
share  estimated  profit.  A  recent  price 
of  23,  with  the  support  of  a  $1  divi- 
dend, seems  a  low  price  for  the  aggres- 
sive management,  the  underlying  real- 
estate  values,  etc. 

Purposely,  this  is  a  somewhat  "dif- 
ferent" type  of  column.  There  is  daily 
confirming  evidence  of  interrelated 
opinions  I  have  expressed  in  past  col- 


102 


FORBES.  OCTOBER  15.  1968 


umm  that:  1)  a  major  shift  in  issue  em- 
phasis was  likely  to  occur  within  the 
framework  of  the  market  as  a  whole; 
2)  the  economy  was  likely  to  be  sur- 
prisingly good  this  fall  and  winter  and 
have  an  upward  rather  than  downward 
Mas.  Now.  I'd  like  to  supplement  this 
general  view  of  cautious  optimism  and 
selective  enthusiasm  with  four  refer- 
ence points  whose  morals  are  timeless. 

Investment  Maxims 

•Just  as  you  prune  your  shrubs  for 
health)  growth  in  the  spring,  prune 
the  dead  wood  out  of  your  portfolio 
regularlv.  And  remember  that  no  tree 
ever  grows  to  heaven. 

•  Don't  be  like  the  anxious  parent 
who  constantly  takes  the  temperature 
of  a  child  who  is  ill  with  no  more  than 
a  common  cold  or  sore  throat.  Wall 
Street  is  never  happy  unless  it  has 
something  to  worry  about. 

•  The  reason  I  stress  this  point  is  that 
we  who  attempt  to  advise  others  have 
the  occupational  disease  <>l  being  cvn- 
ics.  skeptics,  and  scoffers.  The  fact  that 
we  always  are  in  touch  with  the  most 
sensitive  nerve  in  the  human  body— 
the  pocketlx>ok-makes  us  congenital 
worriers 

•  Although  we  therefore  have  per- 
fectly human  tailings,  so  do  securit) 
bin  tis.  And  the  worst  one  is  the  tend- 
ency d  some  people  to  belong  to  the 
"I  should  have  had  them'-  school  of 
thought.  This  is  little  more  than  an  ex- 

m  Futility,  for  the  pas)  is  gone 
and  speculation  is  a  business  <>t  futures. 
I  also  suggest  that  you  avoid  joining 
the  "1  think  1  will  wait"  club.  As  Harr) 
Truman  once  said,  "It  you  can't  stand 
the  heat,  get  out  ol  the  kitchen." 

W  e  are  in  the  midst  ot  the  fourth  ma- 
jor change  in  investment  thinking  since 
World  War  II.  From  1948  to  the  mid- 
Fifties,  the  emphasis  was  on  basic  com- 
panies, tor  everyone  then  was  concerned 
about  corporate  solvency.  Furthermore, 
the  major  companies  then  were  able  to 
demonstrate  earnings  dynamics.  In  the 
mid-Fifties  the  growth-stock  concept 
came  into  being  as  a  result  of  the  real- 
ization that  certain  companies  had  the 
promise  ol  special  earnings  growth 
even  though  the  economy  was  digest- 
ing excesses.  Last  year  the  emphasis 
shitted  to  the  ability  to  manage  money 
to   its  greatest  capabilities. 

While  this  attitude  is  still  very  much 
in  force— for  percentage  has  always 
been  the  name  of  the  game— the  issue 
emphasis  is  changing.  Why  bring  up 
the  point?  For  one  thing  stock  prices 
are  "made"  by  subtle  forces.  Second, 
once  you  understand  the  nature  of  the 
environment,  half  the  battle  is  won.  In 
other  words,  we  are  living  in  a  chang- 
ing era  and  this  demands  flexibility  of 
thought  and  approach.  ■ 
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In  the  opinion  of  counsel,  interest  income  from 
the  Nuveen  Tax-Exempt  Bond  Fund  is  totally 
free  from  all  federal  income  taxes.  The  fund 
provides  a  diversified  portfolio  of  tax-exempt 
public  bonds . . .  professionally  selected  for  con- 
servation of  capital... and  an 
attractive  tax-exempt  return. 


NUVBEIM 

TAX-EXEMPT 

BOND  FUftiB 


SERIES 
NINETEEN 


This,  the  nineteenth  in  a  series  of  funds, 
consists  of  an  $  1 1 ,000,000  portfolio  of  inter- 
est bearing  public  bonds,  diversified  among 
30  issues  in  19  states.   Ask  your  investment 
dealer  for  a  free  prospectus  or  mail  coupon: 


JOHN  NUVEEN  &  CO.  (Inc.) 

209  So.  LaSalle  St..  Chicago,  III.  60604 
(312)  Financial  6-2500 

NAME 


Please  send  me,  without  cost  or  obligation, 

information  on  the  Nuveen  Tax-Exempt 

Bond  Fund,  Series  19. 


ADDRESS. 
CITY 


.STATE. 


.ZIP. 
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CAN  YOU  LEARN  TO 
'     STAND  ASIDE 
FROM  THE  MARKET? 


A  well-ordered  plan  of  investment  will  olten 
help  you  to  avoid  involvement  in  the  market 
at  the  wrong  time. 

Such  a  plan  is  carefully  described  in  "A 
Positive    Investment    Program    For   Today". 

SPECIAL  OFFER:  Receive  our  Positive  Invest- 
ment Program  —  plus  a  5-week  trial  subscrip- 
tion to  Investors  Research  Reports.  These 
reports  analyze  price  trends  of  over  600  lead- 
ing stocks  and  provide  other  information 
which  you  may  find  invaluable.  All  you  send 
us  is  $1  —  but  act  now! 


INVESTORS  RESEARCH  COMPANY 

Dept.  F-13,  924  Laguna  Street 
Santa  Barbara,  California  93102 

For  $1  please  air  mall  my  trial 
subscription  plus  your  Positive 
Investment  Program. 


m 


Name 

Address. 
City 


-  State  - 


-Zip- 


In  an  uncertain  market ... 

CONVERTIBLE 
SECURITIES- 

"The  Convertible 
Preferred  Chart  Book" 


(also  includes  40  most  active  warrants) 

Months  in  preparation,  the  October  1968  Con- 
vertible Preferred  and  Warrant  Chart  Book  is  must 
reading,  pinpointing  opportunities  in  this  market. 
This  sturdily  bound  92  page  book  covers  virtually 
every  Convertible  Preferred  listed  (and  most  O.T.C. 
issues) — more  than  140  in  all!  Each  chart  indi- 
cates relative  price  action  of  the  Convertible  and 
Common  stock.  Conversion  Terms  -  Call  Data  - 
Dividend  Dates  -  Amount  of  Issue,  as  well  as  a 
Conversion  Value  Finder.  (Additionally  you  will 
find  comprehensive  charts  on  40  leading  Warrants.) 
SPECIAL  BONUS:  To  introduce  this  unusual  book, 
Kalb,  Voorhis  will  include  for  the  same  $10 
charge,  a  4  week  trial  subscription  to  the  KV 
CONVERTIBLE  FACT  FINDER  which  computer- 
processes  significant  data  on  over  850  convertibles 
(including  Bonds,  Preferreds  and  Warrants). 
The  FACT  FINDER  is  a  complete  "data  inven- 
tory" on  Convertibles  .  .  .  and  much  more.  New 
developments  affecting  existing  issues  and  reports 
of  new  issues  are  an  integral  part  of  each  edition. 
With  this  outstanding  investment  tool,  we  believe 
you  will  be  in  a  stronger  position  to  enhance  your 
investment  interest  in  the  months  ahead. 


Please  send  Convertible  Preferred  Chart  Book  PLUS 
Bonus  Offer  of  4  week  trial  subscription  to  the  KV 
Convertible  Fact  Finder. 

□  I   enclose  $10  payment  in  full.       □  Bill   me. 

Name    

(Please  print) 
Address  

City    State Zip 

KALB,  VOORHIS  1  CO.,   Dept.  F-10 

27  William  Street,  New  York,  N.Y.  10005 

Member:  N.Y.  Stock  Exchange,  Am.  Stock  Exchange 
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STOCK  TRENDS 

By  Myron  Simons 


The  Coming  Boom  In  Warrants 


Suppose  somebody  made  you  this 
offer: 

"Merge  your  property  with  mine.  I 
won't  pay  you  interest  or  dividends  on 
your  share.  You  will  have  no  right  to 
decide  what  to  do  with  the  combined 
operation;  I  will  run  the  whole  show. 
If  I  am  successful,  and  my  stock  goes 
up,  you  can  share  in  the  profits.  If  not, 
too  bad.  You  just  won't  get  anything." 

Incredible?  Not  at  all.  The  fact  is 
that  a  number  of  recent  take-over  pro- 
posals use  this  technique,  at  least  in 
part;  those  in  which  a  part  of  the  pay- 
ment is  in  the  form  of  warrants. 

Warrants  are  an  exciting  tool  of  fi- 
nance, an  old  tool  which  is  just  begin- 
ning to  be  used  in  a  new  way.  And  the 
astonishing  thing  is  that  they  can  ben- 
efit not  only  the  buyer,  but  also  the 
seller,  even  though  his  position  seems, 
at  first,  to  be  so  untenable. 

A  warrant  is  an  option  to  buy  a  stock 
at  a  predetermined  price,  generally 
close  to  the  market  at  the  time  it  is 
issued.  It  stays  in  force  for  a  reasonably 
long  time.  A  number  of  recently  issued 
warrants  are  good  for  ten  years. 

In  many  ways  a  warrant  is  like  a  call 
option  ( also  an  option  to  buy  at  a  pre- 
determined price  for  a  prearranged 
period  of  time).  There  are,  however, 
three  major  differences.  1)  A  warrant 
is  issued  by  the  company,  while  the 
seller  of  a  call  generally  has  no  connec- 
tion at  all  with  the  company.  2)  A  war- 
rant is  usually  for  a  period  of  several 
years,  while  a  call  is  seldom  for  more 
than  one  year,  and  most  often  for  six 
months  or  less.  3)  Warrants  are  bought 
and  sold  in  the  over-the-counter  mar- 
ket, or  on  the  American  Stock  Ex- 
change. Existing  calls  can  be  traded, 
but  to  a  much  smaller  extent. 

Leverage  and  Limited  Risk 

But,  like  calls,  these  warrants  serve 
some  very  useful  purposes.  For  in- 
stance, the  buyer  of  a  call  or  a  warrant 
has  a  limited  risk;  the  price  he  pays  for 
the  warrant  is  only  a  percentage  of  the 
total  value  of  the  stock,  and  that's  all 
he  can  lose  no  matter  how  low  the  stock 
Koes.  Another  advantage  is  thai  since 
the  buyer  pays  onl\  ! ruction  of  the 
value  of  the  stock  for  ''is  call  or  war- 
rant, lie  needs  less  mon  )  than  if  he 
bought  the  stock  itself.    This  gi\  i 

A  guest  columnist,  Mr.  Simons  is  research  part- 
ner with   the   NYSE  firm  of   Hirsch    &   Co. 


erage— if  the  stock  goes  up,  the  owner 
of  a  call  or  of  a  warrant  can  make  a 
larger  percentage  on  his  investment 
than  the  owner  of  the  stock. 

Putting  together  historical  figures  on 
the  market  price  of  warrants  and  extra- 
polating from  some  of  the  data  for  call 
options,  one  can  arrive  at  a  good  gen- 
eral idea  of  what  a  warrant  selling 
price  should  be.  Naturally  a  lot  de- 
pends on  whether  the  stock  is  a  specu- 
lative favorite  or  generally  ignored,  as 
well  as  on  the  state  of  the  market.  A 
few  general  conclusions  are: 

1 )  A  warrant  whose  stock  sells  with- 
in 10%  to  15%  of  the  exercise  price, 
and  with  four  or  more  years  to  run,  can 
be  expected  to  sell  at  between  35%  to 
50%  of  the  price  of  the  stock  itself. 
2)  If  the  stock  goes  up  and  sells  for 
much  higher  than  the  exercise  price, 
the  warrant  will  sell  at  a  small  premium 
of  a  few  points  over  its  actual  value  if 
exercised.  3)  If  the  stock  goes  down 
well  below  the  exercise  price,  the 
warrant  will  sell  for  something,  prob- 
ably because  there  is  always  hope  that 
the  stock  will  go  back  up  again.  4)  As 
the  final  date  for  the  exercise  of  the 
warrant  aproaches,  its  premium  over 
its  actual  value  if  exercised  begins  to 
disappear— most  rapidly  in  the  last  six 
months. 

Widi  this  yardstick  for  measuring 
the  value  of  a  warrant,  let's  take  an 
imaginary  merger  offer.  Generally,  a 
warrant  is  only  a  part  of  the  total  pack- 
age; the  rest  consists  of  combinations 
of  preferred  stock,  debentures,  com- 
mon stock  and  even  in  some  cases  cash. 
But  for  simplicity,  let's  assume  the  war- 
rant is  the  whole  offer. 

Company  A's  stock  sells  for  15.  Com- 
pany B's  sells  for  50.  B  offers  the  share- 
holders of  A  a  ten-year  warrant  to  buy 
B's  stock  at  50.  The  warrant  should  sell 
at  about  $20,  some  30%  over  the  price 
of  A's  stock.  For  the  stockholders  of  A, 
it's  a  pretty  good  deal.  They're  not  only 
getting  considerably  more  than  their 
stock  sells  for,  but  the  warrant  may  be 
a  pretty  good  speculation.  For  the  first 
five  or  six  years  of  its  life,  it  should  act 
at  least  as  well  as  B's  stock,  and  with 
iter  leverage. 

From  the  point  of  view  of  B,  the  ac- 
quiring company,  the  warrant  is  won- 
derful. With  no  interest  or  dividend 
obligation,  B  can  use  the  entire  cash 
flow  of  A  for  further  expansion.  Since 


property  is  acquired  with  no  obligation 
other  than  to  issue  more  common  stock 
in  the  future,  it  helps  B's  balance  sheet 
and  improves  its  borrowing  power.  Fi- 
nally, most  of  the  warrants  won't  be 
exercised  until  the  last  day,  ten  years 
in  the  future,  and  then  for  a  cash  pay- 
ment to  the  company  of  $50  a  share. 

Investment  Possibilities 

Cash  flow,  no  debt,  no  payments,  no 
additional  stock  to  issue  for  ten  years— 
who  could  ask  for  anything  more!  No 
wonder  companies  can  afford  to  pay  a 
little  extra  using  warrants.  I  think  we're 
going  to  see  a  lot  of  them.  Two  war- 
rants that  I  think  are  interesting  are: 

McCrory  Corp.— McCrory  has  out- 
standing about  3.7  million  warrants  to 
buy  the  common  stock  at  20  until 
March  1976,  then  at  22)2  until  March 
1981.  The  common  sells  at  27M,  the 
warrant  at  ID2,  42%  of  the  value  of 
the  stock.  It  is  fairly  priced  even  with- 
out considering  that  the  common  sells 
7  points  above  the  exercise  value. 

McCrory  is  a  giant  retailing  combine 
whose  sales  last  year  were  $813  mil- 
lion. A  little  extra  excitement  is  added 
by  the  company's  2.4  million  shares  of 
Glen  Alden,  now  in  the  process  of  a 
rather  stormy  attempt  to  consolidate 
with  Schenley.  I  expect  earnings  for 
the  year  ending  Jan.  31,  1969  to  be 
about  $2.60  a  share,  up  from  $2.27  in 
1968.  There  are  4.8  million  shares  of 
McCrory  outstanding.  If  all  of  the  pre- 
ferred, debentures  and  warrants  were 
converted  into  common  there  would  be 
another  4.7  million  shares.  However,  if 
McCrory  used  all  the  money  received 
to  buy  its  own  common  stock,  no  sub- 
stantial dilution  would  result. 

Levin  Townsend  Computer.— There 
are  240,000  warrants  to  buy  the  com- 
mon at  $50  a  share  until  Jan.  15, 
1979.  The  stock  sells  at  56  and  the 
warrants  at  27  in  the  over-the-counter 
market,  48.5%  of  the  value  of  the  stock. 
This  is  at  the  high  end  of  our  valuation 
estimate,  but  in  view  of  the  prospects, 
the  warrant  seems  interesting. 

Levin  Townsend  leases  electronic 
data-processing  equipment  (manufac- 
tured mainly  by  IBM),  runs  data-proc- 
essing centers,  programs  for  computers 
and  operates  consulting  and  systems 
planning  services.  The  company's 
growth  in  both  sales  and  earnings  has 
been  extraordinary.  I  expect  earnings 
of  about  $3.30  a  share  for  1968,  up 
from  $1.87  in  1967.  The  compam  lias 
2.8  million  shares  of  common  stock  out- 
standing. Full  conversion  of  deben- 
tures, options  and  warrants  would 
increase  common  shares  by  about  50%. 

In  the  next  few  months  there  should 
be  warrants  for  National  General, 
Loew's  Theatres,  AMK,  with  others  to 
follow.  Warrants  are  coming  into  style, 
and  the  selection  will  grow  and  grow.  ■ 
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THE  FUNDS 


A  Fatal  Flaw? 

Mutual  Finds  may  not  be  the  best 
vehicles  for  performance-minded  mon- 
ey managers.  If  the  manager  is  running 
a  closed-end  fund,  he  has  only  to 
worry  about  keeping  a  given  amount 
of  money  invested  in  the  right  stocks. 
If  his  customers  become  dissatisfied,  all 
they  can  do  is  sell  their  shares  on  the 
open  market. 

But  the  manager  of  an  open-end 
fund  has  to  give  dissatisfied  customers 
their  money  back,  or  at  least  what's 
left  of  it.  Mutual-fund  shareowners  can 
redeem  their  shares  for  cash.  There 
seems  to  be  little  doubt  that  a  fund  in 
the  midst  of  meeting  heavy  redemp- 
tions tends  to  perform  poorly.  "Good 
performance,"  says  Allan  B.  Hunter, 
president  of  the  One  William  Street 
Fund,  "leads  to  net  cash  inflow  and 
poor  performance  tends  to  do  the  op- 
posite. When  you  have  net  redemp- 
tions, you  have  to  think  of  your  first 
obligation— the  one  to  your  sharehold- 
ers to  buy  them  out." 

For  proof  of  his  statement,  Hunter 
needs  to  look  no  further  than  the  his- 
tory of  his  own  Fund,  a  classic  example 
of  runaway  redemptions. 

Redemptions  of  One  William  Street 
Fund  outstripped  sales  in  almost  every 
year  from  its  founding  in  1958  to  1965. 
One  William  Street  had  its  worst  year 
in  1964  when  redemptions  were  17.5% 
of  the  fund's  average  assets— an  enor- 
mous outflow  when  compared  with  the 
industry  average  for  that  year  of  6.9%. 
Now  that  One  William  Street's  redemp- 
tions are  around  the  industry  level, 
Hunter  is  free  to  speak  of  redemptions 
and  their  effects. 

"Redemptions  hurt,"  says  Hunter, 
"in  that  performance  might  have  been 
better.  The  things  we  sold  first  were 
those  having  the  least  hope  for  gain, 
but  you  can't  be  as  aggressive  as  you 
might  want  to  be.  You  might  be  forced 
to  sell  things  on  balance  that  you  might 
not  want  to,  and  how  can  you  be  98% 
invested  with  redemptions  running  at 
14%?"  One  William  Street's  record  tells 
the  rest.  An  investment  in  One  William 
Street  performed  more  poorly  over  the 
last  five  years  than  the  ten-stock-fund 
average  in  the  Forbes  Annual  Survey 
of  Mutual  Funds  (Aug.  15).  Only 
in  the  last  twelve  months  has  One  Wil- 
liam pulled  above  the  average. 

But  a  fund  can  outperform  the  aver- 
ages, and  its  performance  still  be  con- 
sidered poor  if  the  people  who  buy  the 
fund  have  been  oversold  on  its  pros- 
jpects.  Hunter  cites  unrealistic  expecta- 
|tions  as  the  reason  redemptions  became 
a  problem  only  seven  months  after  the 
fund's  organization.  "When  One  Wil- 


liam was  first  proposed,"  he  says,  "it 
was  looked  on  by  too  many  dealers 
and  clients  as  a  hot  issue." 

The  current  problems  of  Manhattan 
Fund  (Forbes,  Sept.  15)  can  also  be 
traced  to  overoptimism.  Last  year 
Manhattan  Fund  experienced  redemp- 
tions almost  twice  as  great  as  sales, 
and  so  far  this  year,  redemptions  have 
already  exceeded  last  year's  with  sales 
and  performance  badly  off.  "In  Man- 
hattan's case,"  says  Archer  Scherl  Jr., 
president  of  the  new  Side  Fund,  "I 
think  it  was  the  way  the  fund  was 
sold.  They  sold  a  lot  of  people  a  lot  of 
performance,  and  when  it  didn't  come, 
the  buyers  were  disappointed."  Se- 
conding One  William  Street's  Hunter, 
Scherl  looks  to  the  overly  optimistic 
expectations  of  the  people  who  bought 
Manhattan.  "They  tended  to  think  of 
Manhattan  Fund  as  a  stock  not  as  a 
fund,"  he  says.  "They  didn't  think  as 
fund  shareholders— that  fund  shares 
are  something  you  hold  onto." 

What  is  the  answer  to  overexuberant 
salesmen?  One,  of  course,  is  not  to 
have  any  salesmen.  A  manager  of  sev- 
eral no-load  funds  says  the  redemption 
problem  is  exclusively  a  load-fund  pro- 
blem. "Generally  speaking,"  he  says, 
"the  no-load  business  doesn't  have 
redemption  problems.  A  fellow  who 
convinces  himself,  and  is  not  sold  by 
a  salesman,  is  more  likely  to  be  loyal 
to  you." 

Performance  Comes  First 

Another  answer  may  be  provided 
by  a  new  entrant  to  the  load-fund  busi- 
ness, Michael  F.  Ling,  brother  of  LTV's 
James  Ling.  Michael  Ling  is  taking 
strong  measures  against  any  future  re- 
demption problems.  Ling  &  Co.,  the 
Dallas-based  brokerage  firm  which  he 
heads,  has  invested  over  $500,000  to 
train,  for  six  months,  40  mutual-fund 
salesmen  who  will  sell  the  Ling  Fund. 
"We  are  counting  on  them,"  says  Ling, 
"for  the  new  money.  It  is  extremely 
important  to  performance. 

"A  portfolio  manager  is  hamstrung 
by  redemptions,"  he  adds.  "What  they 
get  in  the  initial  offering  is  all  they 
have  to  work  with.  After  that  they  de- 
pend on  many  diverse  brokers  all  over 
the  country  for  new  cash.  Although 
we  welcome  business  from  another 
dealer,  redemptions  hurt  performance, 
and  we  want  control  over  the  redemp- 
tion feature.  The  best  way  we  found  to 
assure  ourselves  some  type  of  influence 
was  to  have  our  own  fully  trained 
group  of  mutual-fund  salesmen  under 
our  wing." 

Ling's  sales  force  will  do  no  good, 
of  course,  if  his  fund  does  not  perform 
well.  The  shareholder  can  look  in  the 
paper  and  see  whether  he  is  making 
gains  or  not,  and  this  holds  true  for 
the  entire  fund  industry.  Hundreds  of 
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BABSON'S 

NEW  TELEGRAPHIC 

AGGRESSIVE  GROWTH 

PORTFOLIO  SERVICE 


TELEGROWTH  is  the  result  of  requests 
from  regular  Babson  clients  and  other  in- 
vestors who  have  expressed  a  desire  to 
speculate  "on  the  side"  with  a  portion  of 
their  funds  without  materially  disturbing 
their  basic,  long-range  investment  plans. 
As  its  name  implies,  TELEGROWTH  is  de- 
signed to  be  a  very  closely  supervised 
high-performance,  high-risk,  growth  port- 
folio service  with  buy  and  sell  advice 
flashed  to  clients  by  telegram. 

Briefly,  here  is  how  TELEGROWTH  works: 

1  Babson's  specially  appointed  Aggres- 
sive Investment  Committee  has  set  up  a 
master  model  TELEGROWTH  portfolio 
service  with  only  one  investment  objec- 
tive in  mind  —  substantial  capital  growth 
in  the  shortest  possible  time.  Securities 
selected  for  your  TELEGROWTH  portfolio, 
although  likely  to  be  speculative  in  nature, 
will  be  carefully  researched  and  actively 
supervised  in  an  all-out  effort  to  obtain 
maximum  performance. 

2  If  you  decide  to  subscribe  to  TELE- 
GROWTH, we  will  mail  you  YOUR 
MASTER  MODEL  TELEGROWTH  PORT- 
FOLIO as  it  stands  on  that  day,  along 
with  complete  instructions.  You  will  then 
build  your  own  TELEGROWTH  portfolio 
by  buying,  through  your  broker,  each  of 
the  recommended  TELEGROWTH  stocks 
in  proportion  to  the  total  capital  you  are 
willing  to  commit  to  such  a  venture. 

3  In  striving  for  maximum  performance, 
Babson's  Aggressive  Investment  Commit- 
tee will  keep  your  master  model  TELE- 
GROWTH portfolio  under  continuous, 
close  supervision.  They  will  notify  all 
TELEGROWTH  clients  of  recommended 
new  purchases  and  sales  by  telegram. 

The  annual  fee  for  TELEGROWTH  is  $240. 

It  should  be  clearly  understood  that  we 
recommend  TELEGROWTH  only  to  inves- 
tors whose  personal  circumstances  and 
investment  outlook  permit  them  to  allo- 
cate a  portion  of  their  funds  to  a  frankly 
speculative,  but  diligently  supervised  ven- 
ture. If  you  are  among  this  group,  how- 
ever, we  feel  confident  that  you  would  do 
well  to  add  TELEGROWTH  as  a  specula- 
tive supplement  to  your  present  long- 
range  investment  program.  For  complete 
information  on  TELEGROWTH,  simply  mail 
this  coupon. 
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I.  I9S0 

A  HO-LOAD  FUND 

Investing  in  stocks 

carefully  selected  for  long  term 

growth  possibilities 

Individuals  &  institutions 
are  invited  to  request  free  prospectus 

NO  SALES  CHARGE 

Self-Employed 

Retirement  Plan 

(Keogh  Act) 

Available 


|   T.  Rowe  Price  Growth  Stock  Fund,  Inc. 

I    One  Charles  Center,  Dept.  B 
Baltimore,  Md.  21201  Phone  (301)  539-1992 
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CONSOLIDATED 
NATURAL  GAS 
COMPANY 

f  30  Rockefeller  Plaza 
New  York,  N.  Y.  10020 

Dividend  No.  83 

The  board  op  directors  has 
this  day  declared  a  regular  quar- 
terly dividend  of  Forty-Two  and 
One-Half  Cents  (42ViO  a  share 
on  the  capita'  stock  of  the  Com- 
pany, payable  November  15, 
1968,  to  stockholders  of  record 
at  the  closi:  cf  business  October 
15,  1968. 

JOHN  DAVIDSON.  Secretary 
September  18,  1968 
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millions  of  dollars  in  "performance" 
funds  have  been  sold  in  the  last  few 
years. 

Top-performing  Mates  Investment 
Fund  is  an  example.  Frederic  S.  Mates, 
its  president,  had  such  good  perform- 
ance that  $15  million  in  new  money 
flowed  into  the  fund  in  only  three 
weeks.  Because  of  the  paperwork  jam, 
he  closed  the  fund  temporarily,  but  he 
still  thinks  about  redemptions.  In  fact, 
he  admits  to  one  sleepless  night  after  a 
magazine  article  implied  his  fund  was 
too  much  invested  in  issues  which 
would  drop  in  price  should  he  sell.  "I 
thought  it  would  cause  redemptions," 
he  says,  "but  it  didn't." 

People  in  many  cases  are  not  looking 
at  funds  as  a  long-term  investment, 
but  rather  as  a  speculative  play.  If  they 
are  disappointed,  they  will  redeem 
much  faster  than  the  old-fashioned 
fundholder,  who  was  supposedly  sav- 
ing toward  a  long-term  goal.  And  if  re- 
demptions make  for  poor  performance 
and  poor  performance  makes  for  still 
further  redemptions,  won't  the  whole 
thing  have  a  snowballing  effect?  Pos- 
sibly not,  but  the  mutual-fund  industry 
is  probably  more  vulnerable  to  re- 
demptions than  it  has  been  at  any  time 
in  its  history. 

Side  Lines 

(Continued  from  page  9) 
Writing  as  one  ex-general  to  another, 
Jackson  gave  Houston  advice  on  how 
to  conduct  a  war  that  could  have  been 
written  yesterday: 

".  .  .  You  ought  to  be  well  provided 
and  well  organized  before  an  attempt 
to  invade  Mexico  is  made,  and  great 
care  ought  to  be  taken  that  your  first 
blow  should  be  one  that  would  carry 
with  it  dismay  and  destruction  to 
the  Mexicans,  and  introduce  panic 
amonghst  them,  and  you  may  rest  as- 
sured that  the  Mexicans  afterwards 
would  fight  faintly  and  sue  for 
peace.  .  ." 

A  number  of  the  Presidential  letters 
were  written  to  members  of  the  Forbes 
family,  including  one  from  President 
Eisenhower  to  Malcolm  S.  Forbes  com- 
miserating with  the  latter  on  his  defeat 
as  the  Republican  candidate  for  Gov- 
ernor of  New  Jersey  in  1957.  The 
President  wrote: 

"I  am  sorry  that  things  did  not  work 
out  as  we  had  hoped  for  you.  .  .  .  This 
year  has  not  been  a  particularly  good 
one  in  any  respect.  .  .  ." 

Issues  change,  but  not  Presidents  or 
politics.  In  our  collection  are  com- 
plaints about  the  intransigeance  of 
Congress,  charges  of  treason  against 
political  opponents,  boasts  of  election 
victories.  It's  somehow  reassuring  to 
know  that  we  can  depend  on  some- 
thing  in  this  world  never  to  change.  ■ 


How  5  simple  steps 

can  start  a 

portfolio  of  as 

little  as  $5,000 

working  toward 

capital  growth 

Here  is  all  you  have  to  do  to  begin 
benefiting  from  the  Danforth 
Associates  Investment  Management 
Plan: 

1.  Write  us  now  for  a  42-page 
booklet  describing  this  tested  plan. 
No  obligation.  No  one  will  call 
you.  We  serve  clients  all  over  the 
world  (in  at  least  55  countries) 
solely  by  correspondence. 

2.  Study  our  methods  and  goals. 
See  how  we  will  try  to  help  your 
money  grow  by  carefully  selecting 
and  supervising  your  investments 
in  leading  common  stocks.  Com- 
pare the  10-year  "Performance 
Record"  of  all  the  funds  we  have 
managed. 

3.  Send  us  a  "Request  Form"  tell- 
ing the  amount  of  cash  or  securities 
you  want  us  to  manage,  how  you 
want  dividends  and  fees  handled 
and,  if  you  wish,  a  little  data  on 
your  own  financial  plans. 

4.  Open  your  own  account  with  a 
large  NYSE  Member  Firm  which 
has  one  office  serving  Danforth 
clients  only.  Deposit  your  cash 
and/ or  securities  in  this  account 
and  give  them  limited  power  to  ac- 
cept instructions  from  us  —  with  all 
transactions  to  be  made  only  in 
your  name. 

5.  From  here  on,  our  analysts  will 
make  decisions  to  try  to  help  your 
capital  grow  as  fast  as  possible  con- 
sistent with  reasonable  precautions. 
As  in  any  selection  of  investments, 
losses  do  and  will  occur,  but  you 
will  know  their  decisions  promptly. 
You  receive  monthly  accountings 
and  quarterly  evaluations.  You  can 
withdraw  at  any  time. 

The  plan  thus  far  has  proved,  we 
believe,  especially  efficient  in  pro- 
viding capital  growth  supervision 
to  portfolios  starting  with  from 
$5,000  to  $50,000.  To  take  your 
first  step  now,  simply  write  "send 
booklet"  with  your  name  and  ad- 
dress and  mail  to  Dept.  C-50. 

Danforth  Associates 

Wellesley  hills,  Mass..  us.a.  o»i8i 

Investment  Management   •    Incorporated  19)6 
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READERS  SAY 


(Continued  from  page  16) 

iave  made  motorcycling  one  of  the  most 
popular  sports?  (  Forbes,  Sept.  15,  p.  18.) 
. .  It  irks  me  when  I  find  someone  who 
•ontributes  to  the  perpetuation  of  the  old 
nyth  that  "motorcycles"  and  people  who 
ide  them  are  the  Hell's  Angels  types.  An 
ncreasing  number  of  "executive  types" 
ire  utilizing  motorcycle  transportation  to 
vork  in  the  face  of  increasing  traffic  con- 
[estion  and  limited  parking  facilities.  I  am 
;lad  that  you  did  enjoy  your  trail  riding 
xperience  and  would  only  suggest  that 
ou  try  a  bigger  bike  next  time  for  that 
even  more  enjoyable. 

—Randall  K.  De  Lave 
Washington,  D.C. 

Sir:  You'll  find  your  50-year-old  car- 
ass  stand  a  little  taller  and  feel  a  little 
Danger,  and  most  of  all,  your  mind  a 
ttle  clearer  [if]  you  had  the  gumption  to 
/alk  instead  of  ride. 

—Alfred  P.  Kkampert 
Kenosha,  Wise. 

Sir:  Motorcycles  at  our  age!  I  recently 
?turned  from  a  cycle  tour  of  Europe.  You 
lay  graduate  to  this  type  of  cycle  and  see 
urope  the  way  it  should  be  seen. 

—John  F.  Blrgess 
San  Mateo,  Calif. 

Bra:   I  was  happy  to  read  in  your  pub- 

.-ation  the  views  you  hold  on  trail  riding 

[Otorcycles.  Fin  sure  you  are  well  aware 

the  generally  panic-type  publicity  that 

lotorcv ding  receives 

—Bob   Hicks 

Editor  &  Publisher 

Cycle  Sport 

Danvers,  Mass 

Sir:  Beauty  in  the  wilderness  is  not 
ly  the  distant  mountains,  rushing  waters 
d  stately  trees,  but  the  silence  of  dis- 
BCe  with  few  people,  the  roar  of  streams, 
e  tinkling  of  bird  and  insect  calls,  the 
lell  of  boot-raised  dust  and  nearby 
nvers.   Romping   from  near  to  far  on  a 

il  bike  may  be  fun  and  at  times  nec- 
sary,  but  if  it  is  natural  beauty  you  are 

ly  after,  leave  it  home  and  take  to  the 
u'ls.on  foot. 

—David  VV.  Jamison 
Seattle,  Wash. 

Sir:  For  the  past  two  years  my  son, 
,  and  I  have  been  riding  with  great  en- 
yroent. ...  If  you  haven't  tried  a  big 
eet  bike  around  twisting,  winding  su- 
rban  roads,  you've  got  another  treat 
ming. 

—Ralph  W.   Pries, 

Senior  Vice  President 

Ogden  Foods,  Inc. 

Philadelphia,  Pa. 


ute  Analysis 

Sir:  ...  His  [Malcolm  S.  Forbes  Jr.] 
fight  in  summarizing  the  Democratic 
nvention    in    Chicago    is    remarkable 
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Should  you  move  from 
stocks  to  strong  mutual  funds? 

WHICH  3  of  these  popular 

NO-LOAD 
FUNDS 

(no   broker  lee) 

are  moving  far  in  front  of  other  mutual  funds? 


—  AMERICAN  INVESTORS 

—  JOHNSTON  FUND 

-NEW  HORIZONS 

—  DREXEL  EQUITY 

— LOOMIS  SAYLES  CAP. 

-ONE  WILLIAM  ST. 

—  ENERGY  FUND 

-MATES  FUND 

-PENNSYLVANIA 

-GIBRALTAR  FUND 

—MATHERS  FUND 

-SCUDDER  SPECIAL 

—  IVY  FUND 

— NEUWIRTH  FUND 

—STEIN  ROE  STOCK 

AGGRESSIVE 

GROWTH 

FUNDS 

REPORT 


SPECIAL  SURVEY  OF  SELECTED  NO-LOAD  FUNDS 

No-load  funds  charge  you  no  commission  on  your  purchases  or  sales.  AGFR 
Survey  covers  12  selected  no-load  funds  of  which  three  are  far  outpacing 
the  entire  mutual  fund  market. 


CURRENT    AGFR    REPORT 

Each  of  30  high-performance  Load  and  No-load  funds  are  continuously  rated  each 
month.  You  receive  concise,  unbiased  information  on  important  actions  within  these 
dynamic  new-breed  mutual  funds.  Each  month  you'll  stay  abreast  of  the  mutual  fund 
market  with  this  profitable  guide  to  investment. 

NOW.  . .  BOTH  FOR  JUST  $1.00 


AGFR  is  a 

completely 

unbiased 

monthly 

newsletter 

keeping  you 

abreast  of 

important 

changes  in  30 

fast  growing 

funds. 


Chas.  H.  Thomas  Co.  Dipt.  F-7 
P.O.  Box  667 
Los  Altos,  Calif.  94022 

Gentlemen:  I  enclose  $1.  Please  send  me  Current  AGFR 
Report  plus  survey  of  12  NO-LOAD  FUNDS  that  are  equalling 
the  30-Fund  AGFR  average. 


Name^ 


Address_ 

City 

State 


Zip. 
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NOW  •  •  •  COMPUTER  BASED 
SUPERVISION  FOR  YOUR 
PORTFOLIO  OF  $10,000- 
$100,000. 

Roqer  E.  Spear,  Investment  Advisor,  has  de- 
veloped a  practical  way  for  your  portfolio  to  be 
put  under  professional  supervision.  Serving  cli- 
ents in  all  50  States  and  21  foreign  countries, 
Spear  &  Staff  employs  the  skills  of  investment 
specialists,  expert  research  and  third  generation 
computer  facilities  to  analyze  facts  and  help 
make  timely  decisions. 

Mr.  Spear's  Decision  Management  Plan  has 
proved  particularly  helpful  in  achieving  con- 
servative capital  growth  for  busy  people  who 
appreciate  the  risks  and  seek  the  rewards  of  a 
professionally  managed  common  stock  portfolio. 

For  complete  information  send  for  our  32-page, 
complimentary  booklet,  "Declare  Your  Own 
Dividends." 

I  I  SPEAR   &   STAFF,  INC. 

^^^™|  Investment  Management  Div. 
1  ■  Dept.  MF-015 

Babson  Park,  Mass.  02157 

Please  mail  to  me  at  once  your  complimentary 
32-page  booklet  "Declare  Your  Own  Dividends." 
Confidentially  my  account  would  amount  to 
$ 

NAME 


STREET. 
CITY 


STATE 


.ZIP. 


BOSTON  EDISON 
COMPANY 

Common  Dividend  No.  318 


A  quarterly  dividend  of  52c  per 
share  on  the  Common  Stock  of 
the  Company  has  been  declared 
payable  on  the  first  day  of 
November  1968  to  stockholders 
of  record  at  the  close  of  business 
on  October  10,  1968. 

Preferred  Dividend 
A  quarterly  dividend  of  $1.07  per 
share  has  been  declared  payable 
on  the  first  day  of  November 
1968  to  stockholders  of  record  at 
the  close  of  business  on  October 
10,  1968  of  the  Company's 
Cumulative  Preferred  Stock, 
4.25%  Series. 

Preferred  Dividend 
A  quarterly  dividend  of  $1.20  per 
share  has  been  declared  payable 
on  the  first  day  of  November 
1968  to  stockholders  of  record  at 
the  close  of  business  on  October 
10,  1968  of  the  Company's 
Cumulative  Preferred  Stock, 
4.78','  Series. 

Checks  will  be  mailed  from 
Old  'lony  Trust  Company, 
Boston. 

JOSEPH  P.  TYRRELL 
Vice  Pres    lent  and  Treasurer 

Boston,  September  23.  1968 


(Forbes,  Sept.   15,  p.   17).  I  intend  to 
quote  many  of  his  phrases. 

—John  K.  Christian 

Publisher, 

Nation's  Cities 

Washington,  D.C. 

Sir:  ...  I  hope  we  will  be  hearing  more 
from  him  in  the  future. 

—David  Saltman 

New  York,  N.Y. 

Sir:  [You]  referred  to  Mayor  Daley  as 
a  "unique  antique."  When  I  read  such 
writings  reflecting  the  attitudes  of  this 
younger  generation,  I  wonder  why  the 
rest  of  the  "unique  antiques"  bother  them- 
selves about  them.  Frankly  I'd  rather  in- 
vest my  money  in  a  few  round-the-world 
cruises  than  to  invest  in  their  future. 

—John  F.  Romann 
Upper  Montclair,  N.J. 

Sir:  In  all  my  reading,  I  have  yet  to 
run  across  as  well  thought-out  or  succinct 
an  article  concerning  both  the  Democratic 
Convention  and  Senator  McCarthy  as  your 
21-year-old  son  wrote  in  the  Sept.  15  is- 
sue of  Forbes.  I  am  certainly  looking  for- 
ward to  his  succession. 

—Anthony  S.  Rockwell 
Minneapolis,  Minn. 

If  I  follow  Mr.  Pries'  advice  (see  cycle 
letter  on  page  107),  the  succession  may  be 
sooner  than  I  have  in  mind— MSF. 

Not  Opposed  to  Foreign  Investment 

Sir:  Forbes  [July  1,  p.  16)  badly  mis- 
characterizes  both  the  intent  and  the  find- 
ings of  our  report  to  the  U.S.  Treasury 
Department,  "Overseas  Manufacturing  In- 
vestment and  the  Balance  of  Payments." 
We  found  that  the  most  probable  balance- 
of-payments  payback  periods  are  longer 
than  most  people  have  thought.  It  is  not 
possible  to  leap  from  this  to  the  conclu- 
sion that  foreign  investment  is  undesir- 
able, or  even  that  restrictions  will  produce 
more  good  ( gold  inflows )  than  harm.  The 
study  was  not  designed,  or  requested  by 
the  Treasury,  as  a  basis  for  further  restric- 
tions. Nor  can  it  be  used  in  this  fashion. 
In  fact,  both  authors  of  the  Treasury 
report,  of  whom  I  am  one,  are  opposed  to 
ad-hoc  constraints  on  U.S.  private  foreign 
investment. 

—Michael  Adler, 

Assistant  Professor  of  Business 

Columbia  University 

New  York,  N.Y. 

A  Neglected  Dividend 

Sir:  On  page  53  of  the  Sept.  15  issue 
you  listed  American  Snacks,  Inc.  as  having 
appreciated  from  16M  to  22&  which  is 
equivalent  to  a  36.4$  increase.  Subsequent 
to  the  offering,  there  was  a  100%  stock 
dividend  paid  on  June  28,  1968  and  there- 
fore the  adjusted  offering  price  should  be 
8?i  which  would  be  equivalent  to  approxi- 
mately 173%  increase. 

—Robert  C.  Fisher, 

Director  of  Research 

Scherck,  Stein  &  Franc,  Inc. 

St.  Louis,  Mo. 

You  are  correct— Ed. 


Southern  California 
Edison  Company 


DIVIDENDS 


The  Board  of  Directors 
has  authorized  the  pay- 
ment of  the  following 
quarterly  dividends: 

COMMON  STOCK 
Dividend  No.  235 
35  cents  per  share; 

PREFERENCE  STOCK, 
5.20%  Convertible  Series 
Dividend  No.  1 
22%  cents  per  share 
(Dividend  accrued 
from  August  28, 1968). 

The  above  dividends  are 
payable  October  31, 1968  to 
shareholders  of  record  Octo- 
ber 5.  Checks  will  be  mailed 
from  the  Company's  office 
in  Los  Angeles,  October  30. 

PRENTIS  C.  HALE,  Treasurer 
September  19, 1968 


The  Board  of  Directors  at  a  meeting 
held  today  declared  a  5%  stock  divi- 
dend on  its  outstanding  Common 
Stock,  payable  November  12,  1968,  to 
stockholders  of  record  October  3,  1968. 
S.  H.  MALAMED 
Vice  Pres.  &  Treos. 
New  York,  September  17.  1968 


COLUMBIA 

PICTURES 

CORPORATION 


Asarco  serves  you 
with  these  elements 

Ag — Silver  In  — Indium  S  — Sulfur 

Al  — Aluminum  Mg — Magnesium  Sb — Antimony 

As — Arsenic  Mo — Molybdenum  Se — Selenium 

Au— Gold  Ni  —Nickel  Sn— Tin 

Bi—  Bismuth  Pb— Lead  Te— Tellurium 

Cd— Cadmium  Pd — Palladium  Tl — Thallium 

Cu — Copper  Pt  —Platinum  Zn— Zinc 

ASARCO 


AMERICAN   SMELTING 
AND  REFINING  COMPANY 

120  BROADWAY,  NEW  YORK,  N.  Y.  10005 
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THOUGHTS... 


ON  THE 
BUSINESS  OF  LIFE 


There   is   a  melancholy   which  ac- 
companies all  enthusiasm. 

—Anthony  A.  Cooper. 


Enthusiasm  is  a  distemper  of  youth, 
curable  by  small  doses  of  repentance 
in  connection  with  outward  applica- 
tions of  experience.— Ambrose  Bierce. 


The  greatest  reverses  of  fortune  are 
the  most  easily  borne  from  a  sort  of 
dignity  belonging  to  them. 

— William  Hazlitt. 


Success  is  better  when  it's  harder  to 
achieve.  —Aristotle. 


Every  production  of  genius  must  be 
the  production  of  enthusiasm. 

—Benjamin  Disraeli. 


Things  may  come  to  those  who  wait, 
but  only  the  things  left  by  those  who 
hustle.  —Abraham  Lincoln. 


All  noble  enthusiasms  pass  through 
a  feverish  state,  and  grow  wiser  and 
more  serene. 

—William  Ellery  Channing. 


All  that  is  good  in  man  lies  in  youth- 
ful feeling  and  mature  thought. 

—Joseph  Joubert. 


en  I  go  into  my  garden  with  a 
spad«  i^ccl,  I  feel  such  an 

exhilai  health  that  I  discover 

that  1  ,,,.,,  mySelf  all 

tin's  time        '  thers  do  for  me 

what  1  should     .       lone     ith  nay  own 
hands.        — B  u  i  ■>  A  u  no  Emerson. 


How  many  a  thing  which  we  cast 
to  the  ground,  when  others  pick  it  up 
becomes  a  gem!— Georgi  oith. 


Most  of  the  men  of  dignity,  who  awe 
or  bore  their  more  genial  brethren,  are 
simply  men  who  possess  the  art  of  pass- 
ing off  their  insensibility  for  wisdom, 
their  dullness  for  depth  and  of  conceal- 
ing imbecility  of  intellect  under  haugh- 
tiness of  manner.     —Edwin  Whipple. 


It  is  easier  to  increase  in  dignity  than 
to  acquire  it  in  the  first  place. 

— Publilius  Syrus. 


B.  C.  FOBBES 

All  through  the  ages  the  most 
worthy  characters  have  been 
those  who  were  dynamically 
enthusiastic  over  some  definite 
aim  and  end.  The  young  man 
who  is  afraid  to  manifest  en- 
thusiasm lest  his  dignity  suffer  is 
not  likely  to  have  much  dignity 
to  lose  by  and  by.  Enthusiasm  is 
the  propelling  force  that  is  neces- 
sary for  climbing  the  ladder  of 
success. 


There  is  a  healthful  hardiness  about 
real  dignity  that  never  dreads  contact 
and  communion  with  others,  however 
humble.  —Washington  Irving. 


He  that  would  make  sure  of  success 
should  keep  his  passion  cool,  and  his 
expectation  low.       —Jeremy  Collier. 


I  have  no  secret  of  success  but  hard 
work.  —Edward  Turner. 


It  is  the  mark  of  a  superior  man  that 
he  will  take  no  harmful  ease. 

—Confucius. 


Lazy  people  are  always  eager  to  be 
doing  something.    —French  Proverb. 


Man's  capacities  have  never  been 
measured.  Nor  are  we  to  judge  of  what 
he  can  do  by  any  precedents,  so  little 
has  been  tried. 

—Henry  David  Thoreau. 


Pride  is  a  kind  of  pleasure  produced 
by  a  man  thinking  too  well  of  himself. 
— Baruch  Spinoza. 


Of  all  our  faults,  that  which  we  most 
readily  admit  is  indolence.  We  per- 
suade ourselves  that  it  cherishes  all  the 
peaceful  virtues;  and  that,  without 
entirely  destroying  the  others,  it  mere- 
ly suspends  their  functions. 

—La  Bochefoucauld. 


Idleness  and  pride  tax  with  a  heavier 
hand  than  kings  and  parliaments. 

—Benjamin  Franklin. 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book  at 
$5.95.  Send  check  and  order  to: 
Forbes  Inc.,  60  Fifth  Avenue,  Neu) 
York,  N.Y.  10011.  (Sales  tax:  New 
York  City,  add  5%;  other  New  York 
State,  2%  to  5%  as  required.) 


A  Text ... 


Sent  in  by  Irene  Ashery,  Great 
Neck,  N.Y.  What's  your  favorite 
text?  The  Forbes  Scrapbook  of 
ThcuRlits  :i  the  Business  t  Life 
is   presented   to  senders  of  texts 

used. 


Withhold  not  good  from  them  to 
whom  it  is  due,  when  it  is  in  the  pow- 
er of  thine  hand  to  do  it. 

—Proverbs  3:27 
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The  old  idea  of  phone 
is  as  dead  as  the  nickel  beer. 


To  the  businessman  who  thinks 

his  phone  is  simply  a  way 

to  get  his  voice  from  here  to  there: 

that's  yesterday's  idea.  It 

belongs  to  the  past. 

The  old  idea  of  phone  is  dead.... 
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Consolidated 

holds 
5  of  a  kind. 


vww 


In  the  energy  game,  Consolidated  is  holding  a  winning  hand.  It's  made  CONSOLIDATED 

up  of  five  separate  operating  companies  that  are  alike  in  one  important  NATURAL  GAS 

aspect— each  works  aggressively  toward  the  continued  growth  of  the  COMPANY 

Consolidatec  System. Collectively, they  make  Consolidated  Natural  Gas  l/U,"rMnf 

^n!rL°7u1-        ar§eSt'  m°St  comp?titi,ve  natural  gas  systems  in  The  East  Ohio  Gas  Company,  Cleveland,  Ohio 

ive  companies  are  constantly  working  to  get  new  and  The  Peoples  Natural  Gas  Company,  Pittsburgh,  I 

expanding  industry  to  locate  in  their  Ohio,  Pennsylvania,  West  Virginia  Consolidated  Gas  Supply  Corp.,  Clarksburg,  W.Va. 

and  New  York   ervice  areas.The  supply  and  distribution  of  natural  gas  The  River  Gas  Company,  Marietta,  Ohio 

to  these  new  industries  is  just  one  more  growth  prospect  for  CNG.  Lake  Shore  Pipe  Line  Co.,  Cleveland,  Ohio 
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nen  true  value  is  complicated  by  current  conditions... 


•acquisition,  merger,  sale,  acquisition  in  eminent 
iiain,  allocation  of  purchase  price,  taxes,  accounting 
n'oroperty,  plant  and  equipment,  rate  making,  financing, 
d'eciation  rates,  investment  tax  credit,  or  insurance 
UDoses,  competent,  experienced  valuation  counsel 
ibe  of  significant  service. 

csultants  in  Valuation  since  1896. 
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How  would  you  like 
3  extra  hours  a  day? 


"■w^i- 


We  deliver. 


If  your  responsibility  is  the 
investment  of  surplus  funds, 
and  you're  located  in  the 
east,  we  can  deliver  fifteen 
extra  hours  every  week. 
Because  the  money  market 


doesn't  close  in  California 
until  6:00  p.m.  E.S.T., 
and  5:00  p.m.  C.S.T. 
And  Wells  Fargo's  staff  of 
experienced  corporate 
investment  specialists 
delivers  up-to-the-minute 
competitive  prices.  Worth 
thinking  about  the  next  time 
it's  three  o'clock.  That's 
only  one  example  of  the 


complete  range  of  corporate 
business  services  that 
Wells  Fargo  delivers.  Others: 
lock  box  banking  at  the 
speed  of  light.  Automated 
Payroll  Service.  Credit 
Inquiry  Service.  Equipment 
Leasing.  And  a  dozen  others. 


For  more  information, 
contact  Wells  Fargo  Bank, 
Northern  California 
Headquarters,  National 
Division,  464  California 
Street,  San  Francisco 
94120;  or  our  Southern 
California  Headquarters, 
National  Division,  415 
West  Fifth  Street, 
Los  Angeles  90054. 
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Side  Lines 


How  Big? 
How  Good? 


The  500 

The  corporate  world  is  changing  and  Forbes  is  changing  with  it.  Many  of 
the  changes  will  be  noticeable  in  our  Twenty-First  Annual  Report  on  Ameri- 
can Industries,  which  will  be  dated  Jan.  1,  1969. 

This  regular  Forbes  special  report  is  exactly  that:  an  annual  report  on 
American  industry.  In  it  we  rate  the  effectiveness  and  efficiency  of  the  lead- 
ing public  corporations,  based  on  our  long-term  criteria  for  corporate 
growth,  profitability  and  recent  performance. 

•This  year  we  will  rate  500  corporations,  up  from  414  last  year.  They 
will  be  the  500  largest  in  terms  of  sales  and  will  include  industrial,  utility, 
finance  and  transportation  companies. 

•  For  the  first  time  the  report  will  be  computerized,  which  will  enable  us 
to  get  the  figures  faster  and  to  get  more  of  them. 

•We  will  continue  to  do  what  we  have  done  in  the  past:  rate  each  com- 
pany against  other  companies  in  the  same  industry.  But  this  year,  in  order 
to  take  into  account  the  increasing  breaking  down  of  the  traditional  industry 
lines,  we  will  also  rank  each  of  the  500  companies  on  a  single  scale.  The 
reader  thus  will  be  able  to  find  out  where,  say,  a  finance  company  ranks  in 
its  own  industry  and  also  where  it  ranks  among  all  the  500  major  companies 
covered. 

•  Companies  that  oper- 
ate on  a  large  scale  in  more 
than  one  major  industry 
will  be  ranked  against 
their  competitors  in  each 
industry. 

•  Recognizing  that  our 
old  industry  breakdowns 
have  less  meaning  today 
than  in  the  past,  we  have 
regrouped  the  500  into 
some  new  and  provocative 

ways.  For  example,  many  airlines  are  today  in  hotels  and  related  busi- 
nesses; so  we  now  have  the  "Travel  Industry"  instead  of  airlines.  American 
Express,  although  it  is  involved  in  travel,  is  essentially  a  finance  operation 
and  will  be  also  grouped  in  Finance.  Since  oil  companies  have  moved  into 
coal  and  atomic  energy,  this  group  will  be  known  as  Energy. 

Unlike  other  annual  compilations,  ours  will  reach  the  reader  in  the  early 
days  of  1969,  when  what  happened  in  1968  will  still  be  fresh  and  meaning- 
ful. This  is  possible  because  our  rankings  are  based  on  five-year  moving 
averages,  updated  with  the  latest  figures  available  to  our  computer. 

As  we  have  done  in  every  year  since  1948,  the  editors  of  Forbes  will 
not  only  rate  the  big  corporations  statistically  but  will  also  explain  in 
sharply  pointed  articles  why  some  companies  outperform  others  and  why 
some  companies  lag.  We  will  spotlight  some  of  the  men  and  some  of  the 
corporate  policies  that  have  been  responsible  for  exceptionally  good — or 
exceptionally  bad — performances. 

Later  in  the  year  will  come  our  May  15  Directory  Issue.  This  entirely 
new  report  was  first  announced  Sept.  15.  Covering  the  same  group  of  com- 
panies as  the  Annual  Report  (plus  hundreds  of  others),  it  will  contain  the 
official  figures  for  1968 — on  sales,  profits,  assets  and  stock  market  values. 
Taken  together,  these  two  issues  will  help  businessmen  to  answer  the  two 
very  basic  questions  about  companies:  How  good  are  they?  (Jan.  1),  How 
big  are  they?  (May  15). 


On  page  74  of  this  issue  readers  will  note  a  new  feature,  "The  Money 
Men,"  which  will  report  on  the  activities  and  ideas  of  an  increasingly  im- 
portant breed,  the  professional  managers  and  advisers  of  capital.  First  sub- 
ject: San  Francisco's  Arthur  Rock,  who  played  a  major  role  in  the  financing 
of  two  great  growth  companies,  Scientific  Data  Systems  and  Teledyne.  ■ 


GIVES  A  GREEN  LIGHT  TO  INNOVATIONS  THAT  SQUEEZE  THE  WASTE 


What's  so  super  about 

our  Super  Cushion®  couplers? 


They  turn  BUMPS  into 


bumps. 


Not  long  ago  a  big  "bump"  wl  y 
freight  cars  were  coupled  co  I 
mean  big  trouble  for  fragile  freijj 
Not  so  now,  though,  with  ( 
Super  Cushion  underframe  cai  • 
another  money-saving,  bet!  ■ 
service  innovation  by  Souths 
Railway.  Today,  thanks  to  til 
hydraulic-cushioning  devkj 
you'll  find  delicate,  expensive  el  k 
tronic  equipment,  breakable  t  h 
tied  ponrk    rolls  of  newsDrinl  .■ 
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ing  that  needs  special  care 
veling  in  our  Super  Cushion 
e.  And  shippers  realize  im- 
nt  savings  from  lowered  costs 
Paging,  crating  and  bracing, 
per  Cushion  service  is  just 
f  many  Southern  Railway  in- 
ions.  Some  you  can  see,  some 
idden  behind  the  scenes, 
have  resulted  in  basic  im- 
ments  in  rolling  stock,  some 
esulted  in  entirely  new,  prec- 


edent-breaking  ways  to  do  things 
faster  and  better.  All  add  up  to 
good  news  for  shippers  and  con- 
sumers alike,  for  they  help  squeeze 
the  waste  out  of  distribution. 

Our  ceaseless  attack  on  waste 
in  distribution  is  one  reason  why 
thousands  of  cost-conscious  busi- 
nessmen have  located  in  the 
Southern-served  South.  Let  us 
help  you  "Look  Ahead  -  Look 
South!"  for  more,  profit 


LOOK  AHEAD  LOOK  SOUTH 


WATER 
PROBLEMS 


Kentucky 

Can  Solve  Them 


In  Kentucky  there's  plenty  of  water  where 
and  when  you  need  it.  More  than  532  square 
miles  of  surface  water  with  most  of  the 
remaining  dry  land  underlaid  with  a  vast 
network  of  cool  (60°)  clean  underground 
streams. 

But  water  planning  for  the  future  is  also 
important,  with  an  expected  500%  increase 
in  the  demand  for  water  by  the  year  2000. 
Kentucky  is  doing  something  about  this  too 
through  its  Water  Resources  Authority,  with 
Governor  Louie  B.  Nunn  as  Chairman. 

For  transportation,  Kentucky  has  over  a  thou- 
sand miles  of  navigable  controlled  rivers 
for  year-round  use. 


INDUSTRIAL 
KENTUCKY 


For  complete  information  write 
Department  of  Commerce, 
F-8,  Frankfort,  Ky.  40601 


Trends 

&  Tangents 


BUSINESS 


Peek  into  the  Files 

Anyone  want  to  peek  into  the 
files  of  the  world's  largest  broker- 
age house?  You  can.  National  Cash 
Register  is  marketing  microfiche 
copies  of  Merrill  Lynch's  cor- 
porate research  files.  The  complete 
15,000-company  package  can  be 
had  for  $47,000.  Smaller  segments 
are  also  available.  Files  on  the 
American  Stock  Exchange  com- 
panies cost  $3,675.  For  that  price 
the  subscriber  gets  annual  reports, 
proxy  statements  and  press  releases, 
but  not  Merrill  Lynch's  analyses. 

Broadcasting  Beer 

The  Canadian  government  pro- 
hibits television  commercials  from 
showing  a  beer  can  or  even  a  glass 
of  beer,  and  cigarette  commer- 
cials cannot  go  on  the  air  before 
9  p.m. — supposedly  when  the  chil- 
dren are  in  bed.  But  the  Canadian 
regulations  are  proving  ineffective. 
For  on  the  other  side  of  the  border, 
the  U.S.  has  yet  to  regulate  ciga- 
rette commercials,  although  beer- 
makers  cannot  show  a  man  drink- 
ing beer.  And  millions  of  Cana- 
dians living  near  the  border  can 
get  U.S.  TV  shows.  The  Cana- 
dian audience  for  some  U.S.  chan- 
nels has  grown  so  big  that  Cana- 
dian beer  and  tobacco  companies 
are  putting  their  commercials  on 
those  U.S.  stations  and  happily 
watching  them  as  they  are  beamed 
across  the  border. 

Self  or  Public  Interest? 

A  survey  at  the  University  of 
Michigan's  Graduate  School  of 
Business  Administration  suggests 
that,  if  some  of  its  students  had 
their  way,  they  would  work  for 
companies  that  they  think  ignore 
the  public  interest.  IBM,  General 
Motors  and  General  Electric  were 
listed  both  as  the  "most  preferred 
employer"  and  also  as  "least  likely 
to  take  the  public  interest  into  con- 
sideration in  making  business  de- 
cisions." 

Trying  to  Organize  Mergers 

It  was  bound  to  happen,  but  it 
tame  about  in  San  Francisco  in- 
stead of  New  York:  Sonic  sharp 
businessmen  have  decided  to  make 


a  market  out  of  the  merger  mania, 
so  they  have  founded  the  U.S. 
Merger  Exchange — an  organized 
market  for  buying  and  selling  -com- 
panies. Instead  of  being  an  auction 
jnarket  like  the  stock  exchanges, 
the  U.S.M.E.  bills  itself  as  an 
"automated  market."  It  places  the 
buyer  and  seller  together  pri- 
vately and  confidentially — through 
automation  from  coded  information 
filed  with  the  exchange.  Another 
difference  is  that  the  so-called 
merger  exchange  is  not  a  public 
and  open  market.  It  is  private  and 
closed  to  all  except  those  com- 
panies paying  the  annual  registra- 
tion fee  of  $850. 

Taste  of  Success 

In  1967  it  was  Expo  in  Mon- 
treal. This  year  Montreal  used  Ex- 
po's grounds  and  some  of  its  build- 
ings to  stage  a  sort  of  Son  of  Expo, 
a  tourist  attraction  called  "Man  and 
His  World."  And  next  year,  for  an 
encore,  Montreal  may  be  the  scene 
of  the  World  Culinary  Champion- 
ships. This  year's  championship  of 
chefs  from  36  countries  was  in 
Frankfurt  last  month.  Nine  mem- 
bers of  the  Canadian  Federation  of 
Chefs    de    Cuisine    went    over — 
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CHANGE  OF  ADDRESS 

If  you  plan  to  move,  let  us  know 
a  month  before  so  we  can  change 
your  address  and  keep  FORBES 
coming  to  you.  Attach  a  recent 
mailing  label  and  fill  out  your  new 
address  in  the  space  provided 
below. 


ATTACH  PRESENT 

MAILING  LABEL 

HERE 


New  Address: 


Name 


Address 


City 


State 


Zip 


Mail  to: 

Subscription  Service  Manager 

FORBES 

60  Fifth  Avenue 

New  York,  New  York  10011 


l_. 


If  you  know  what's  happening 
in  fluidics,  electro-optics, 
numerical  control,  infrared  sensing, 
oceanics,  fiber-optics, 
pattern  recognition,  adaptive  control, 
microelectronics,  photogrammetry, 
mass  spectrometry,  cryogenics, 
holography,  laser  technology, 
process  gas  chromatography 
and  metrology, 


you  know  what's  happening 
at  Bendix. 


You  know  we're  in  new  scientific  disciplines. 
And  new  markets.  With  new  products  and 
systems. 

You  know  that  labels  like  "parts  supplier" 
and  "defense  company"  don't  fit  anymore. 
Since  1963,  the  rate  of  our  industrial/com- 
mercial sales  growth  has  been  about  three 
times  that  of  our  government  business. 


And  maybe  you  know  what  kind  of  a  com- 
pany we  are  today: 
A  multi-industry  corporation  committed  to 
worldwide  growth  through  technology. 
But  if  you're  not  as  up-to-date  on  Bendix  as 
you'd  like  to  be,  write:  The  Bendix  Corpora- 
tion, Investor  Relations  Office,  Fisher  Build- 
ing, Detroit,  Michigan  48202. 


Bendix 
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nks!  Today 
you  contributed 
5  pounds  to 
Robbins  &  Myers 
future  growth 
...let  us  tell 
you  how! 


Daily  every  American  creates  an  average  of  5  pounds  of  waste: 
paper,  rags,  plastic,  glass,  etc.  An  expanding  population  and  the 
tremendous  increase  in  throwaway  items  make  waste  disposal  a 
growth  industry — one  reason  Robbins  &  Myers  recently  acquired 
Wascon  Systems,  Inc.  Wascon  manufactures  special  pulping,  slurry 
pumping  and  dcwatering  equipment  that  can  reduce  waste  bulk 
up  to  80%  or  more,  depending  upon  the  materials.  These  systems 
replace  incinerators  and  produce  less  volume  to  transport  and  dis- 
pose ol,  thus  alleviating  air  pollution  and  dumping  problems.  With 
the  addition  of  Wascon,  R&M  now  offers  6  product  lines  in  at  least 
12  major  growth  markets  ...  details  in  our  1968  Annual  Report. 
Send  coupon  for  your  copy  today! 

__, 

ROBBINS  &  MYERS,  INC.  •  Springfield,  Ohio  45501 
Gentlemen:  Please  send  me  a  copy  of  your  1968  Annual  Report. 


Name. 

Title 


Company  Name. 
Street  Address_ 
City 


.State. 


-Zip. 


IJ 


armed  with  recipes  and  ingredi- 
ents like  buffalo  meat  and  Cana- 
dian cheese — to  win  some  medals 
and  to  get  Montreal  selected  as  the , 
site  for  the  next  gastronomic  get- 
together. 

Td  Catch   a  Thief 

The  Standard  Oil  Company  of 
Ohio  has  enlisted  its  computer  to 
help  drive  credit-card  crooks  out  of 
business.  More  than  30  million  mo- 
torists now  hold  credit  cards  good 
at  148,000  Sohio  gas  stations  and 
500  motels.  Max  Whitmore,  So- 
hio's  credit  sales  manager,  reports 
that  the  number  in  the  hands  of 
thieves  has  risen  sharply.  He 
therefore  is  urging  dealers  to 
make  use  of  toll-free  lines  direct 
to  Sohio's  computer  in  Atlanta, 
which  will  report  back  in  seconds 
whether  any  card  is  lost,  stolen, 
canceled   or   counterfeit. 


OVERSEAS 


Burn,  Baby,  Burn 

Like  many  other  cities,  Milan, 
Italy  had  trouble  getting  rid  of  its 
garbage.  So  it  decided  to  burn  it 
and  produce  electric  power.  One 
plant  has  already  been  opened, 
and  by  1970  the  city  believes 
enough  power  will  come  from  this 
plant  to  operate  the  streetcars,  sub- 
ways and  street  lights  and  provide 
electricity  for  the  municipal  build- 
ings. Four  more  plants  are  pro- 
jected for  1975,  burning  2.5  million 
tons  of  refuse  annually — meeting 
the  entire  electricity  need  of  the 
city.  It's  economical.  The  cost  of 
trash  handling  has  been  decreased 
by  80  cents  a  ton. 

Your  Friend  at  a  German   Bank 

German  banks  recently  sent  let- 
ters to  their  customers  telling  them 
they  could  overdraw  their  accounts 
up  to  5,000  deutsche  mark 
($1,250)  without  giving  the  bank 
any  kind  of  notice.  Behind  the  step 
is  the  rivalry  between  the  publicly 
owned  commercial  banks  and  the 
state-  or  city-controlled  saving? 
banks.  The  latter,  which  tradition- 
all)  have  been  the  friend  of  the 
man  on  the  street,  introduced  this 
eas)  way  of  borrowing,  and  the 
commercial  banks  had  to  follow 
suit.  Then  could  do  so  because 
thrifty  Germans  have  been  putting 
so  much  money  into  savings.  As 
ol  the  end  of  July,  personal  savings 
accounts  in  Germany  totaled  $38.5 
billion,  an  increase  of  14%  over 
the  total   a   year  earlier.   ■ 
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Most  3.547C  per  copy  copiers 
are  very  reliable. 

They're  guaranteed  to  cost 
7.094C  per  copy. 


Most  copier  salesmen  are  also  very  reliable. 

When  they  quote  the  cost  per  copy  price,  they  almost  never  in- 
clude the  price  of  paper,  toner,  repairs  and  maintenance. 

Why?  Because  they  don't  know  what  those  costs  are  going  to  be. 

GAF  is  one  company  that 
makes  its  own  paper,  its  own  toner,  its  own 
machines  and  its  own  repairmen.  So  we're 
the  company  that  knows  what  those  costs 
are  going  to  be.  And  we're  the  company  that 
includes  them  in  the  cost  per  copy  price.  So 
whether  you  lease  a  Gafax™  500,  buy  one 
outright,  or  contract  for  one,  your  GAF 
salesman  will  tell  you  exactly  what  your 
cost  per  copy  will  be. 


GAF  Corporation 

Office  Systems  Products 

Dept.  FFK,  140W.  51  St.,  N.Y.,  N.Y.  10020 

□  I'm  convinced.  Have  a  salesman  call. 

□  I'm  convinced.  Please  send  information. 

Name 


Company. 

Address 

Position 


.Phone. 


City. 


.State. 


.Zip. 


■  GAF  Corporation  (formerly  General  Aniline  4  Film  Corporation) 


The  Gafax  500 
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Your  computer  can  produce  an  exhibit  like  this... 
with  a  CalComp  Plotting  System 


Every  picture  here  was  drawn  on  a  CalComp  Plotted  It  was 
done  accurately,  efficiently,  economically,  automatically.  The 
plotter  transformed  masses  of  faceless  figures  into  these 
meanini  ful  pictures,  easy  to  read  and  understand. 

Youi  will  produce  an  exhibit  like  this  .  .  .  with  a 

CalComp  Plotter  and  CalComp  Software.  You  supply  the  com- 
puter and  e  problem,  CalComp  will  supply  the  graphic 
solution.  Cak    ,np  taught  the  computer  to  draw. 

CalComp  makes  and  sells  the  world's  most  complete  line 


14 


of  digital  plotters,  online/offline  plotter  controllers,  and 
required  software.  Compatible  with  any  system. 

Plus  .  .  .  the  most  experienced  sales  and  service  organiza- 
tion in  the  plotting  business,  working  from  39  offices  in  the 
U.S.,  Canada,  Europe  and  Far  East. 

To  get  the  full  picture,  call  or  write  Dept.  S-ll,  California 
Computer  Products,  Inc..  /2kf\f±/2kfa(TlQ 
305  N.Muller  St., Anaheim,  VWVWWW 
Calif.92803.(714)774-9141.      Leader  in  Computer  Graphics 
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READERS  SAY 


The  Lopsided  Budget 

Sir:    In   a   presumably    objective   and 

"capitalist"  publication  like  Forbes,  it  is 
astounding  to  read  a  biased  attack  on 
highway  transportation  and  the  user 
charge  principle.  On  the  premise  that  the 
proceeds  would  be  used  solely  for  high- 
way purposes,  highway  users  have  ac- 
cepted— and  in  fact  have  supported  in- 
creases in — special  highwa)  user  taxes. 
The  highway  investment  thus  lias  been 
paid  for  by  charges  on  its  users  and  is 
self-h'quidatmg.  As  for  the  "highway 
bbby,"  to  which  the  article  refers  dis- 
paragingly, a  careful  reading  discloses 
the  virtual  admission  that  the  great 
American  public  makes  up  this  lobby. 
— Yule  Fishi  h 

Director, 

National  Highwa)  Users  Conference,  Inc. 

Washington,  D.C. 

Sin:  This  letter  is  entiieh  im  personal 
responsibility   and    does   not    necessaril) 

reflect  the  attitude  of  the  officers  and  di- 
rectors of  this  association  toward  [your] 
cover  story.  Howevei  1  am  distressed  to 
see  such  clap-trap.  You  have  everj  riuht 
of  course  to  take  an  editorial  position  in 
opposition  to  the  Highwa)  Trust  Fund 
and  to  publish  articles  m  support  of  your 
position.  In  this  case  \our  proposition 
I  that    there    is    plentv     ot    nioiie)     in    the 

Highway  Trust  fund  to  support  a  sound 
federal  transportation  program  embracing 

subsidies  to  rails    airways  and   mass  tran- 

s! t  I   is  patently  false.  I  agree  with  your 
assertion  that  we  need  to  "get"  cracking" 
with   action   to   meet  our  national   trans- 
portation    needs.     Your     present     CO  ITS 
however,    is   not   responsive   to  the  real 

Issues. 

— Randolph  Russell 

Director  of  Public  Relations, 

American  Road  Builders'  Association 

Washington,  D.C. 

Sir:  Anvoue  who  travels  recognizes 
that  funding  of  a  large  magnitude  will  be 
required  for  solving  the  problems  of  mass 
transportation  by  air.  The  expenditures 
are  principally  to  serve  the  needs  of  air- 
Ii»e  jets  which  require  longer  and  heav- 
ier runways  as  well  as  sophisticated 
approach  systems  for  landing  during 
periods  of  p(x>r  visibility.  Private  aircraft 
don't  need  expensive  terminal  buildings. 
wide  runways  or  parking  ramps.  The 
source  of  funds  for  mass  transporta- 
tion by  air  should  come  from  a  general 
tax  or  from  an  airline  ticket  tax. 

— S.  H.  Pyle 
Portland.  Ore. 

Sin:  Your  recent  article  on  the  trans- 
portation problem  in  this  country  stated 
some  truths  which  have  long  been 
hidden.  The  money  is  there,  but  it  is 
being  spent  wastefully. 

Warren  L.  Linijerg  Jr. 
New  York,  N.Y. 

(Continued  on  page  94) 


Have  you  considered 
these  five  advantages 
of  leasing  one  of 
Lincoln-Mercury's 
beautiful  cars? 


Marquis  Brougham  4-door  Hardtop 


•$£•  Leasing  your  car  the  Lincoln-Mercury  way  can  free  your  working 
capital  for  other  purposes. 

•Jf*  Leasing  the  Lincoln-Mercury  way  can  free  you  from  the  bother 
of  buying,  maintaining  and  disposing  of  a  car. 

•^  Leasing  the  Lincoln-Mercury  way  lets  you  enjoy  full  dealer  car 
care  without  cash  outlay  through  a  unique  maintenance  coupon  book 
program. 

■X*  Leasing  the  Lincoln-Mercury  way  provides  a  system  for  simpli- 
fying your  tax  records  and  maximizing  deductions. 

•$£•  Leasing  the  Lincoln-Mercury  way  lets  you  enjoy  up-to-the-minute 
car  features,  styling  and  performance  at  a  cost  often  lower  than 
ownership. 

To  learn  more  about  the  advantages  of  leasing  see  your  Lincoln- 
Mercury  Dealer  Leasing  Association  member,  or  send  the  coupon 
today  for  your  free  guide  explaining  why  more  and  more  successful 
businessmen  lease  their  cars — the  Lincoln-Mercury  way! 


LINCOLN-MERCURY 


F-M 


Mail  this  coupon  today 

Send  me  complete  information  on  a  money -and -time  saving  lease 

arrangement. 

Mail  to:  LINCOLN -MERCURY  DIVISION 

LEASING  AND  FLEET  SALES  DEPT. 

P.O.  BOX  388  ■  DEARBORN.  MICHIGAN  48121 


NAME 

TITLE 

COMPANY 

ADDRESS 

CITY 


STATE 
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ike  Farrell  can't  pass  up 
a  piece  of  string  or  a  piggy  bank. 

He's  a  saver. 

Funny  thingThat  makes  him  one 
of  our  smartest  borrowers. 


Mike  keeps  his  cool  about  money  matters. 
Especially  since  he  has  a  lot  more  cool  than 
cash. 

Like  a  lot  of  his  contemporaries,  Mike's 
not  ashamed  to  save  money.  And  he  knows 
that  sometimes  it  pays  to  borrow.  For  the 
now  things.  Without  disturbing  his  tomor- 
row plans. 


For  instance.  When  Mike  wanted  to  add  a 
room  to  his  home,  he  remembered  Avco.  Be- 
cause Avco  —  along  with  making  Lycoming 
aircraft  engines  and  New  Idea  farm  equip- 
ment, writing  Paul  Revere  insurance  poli- 
cies, and  serving  Carte  Blanche  credit  card 
holders  — also  makes  personal  loans. 
Through  Avco  Financial  Services. 


We're  in  business  to  help  Mike  and  th 
family  get  that  room.  Or  a  new  car 

Mike's  saving,  still.  And  still   borrowini 
From  Avco— the  company  that  likes  to 
loan  money  to  people  who  know  the 
value  of  a  dollar. 


Avco  is  more  than  50,000  people  changing  the  way  you  live-for  the  better,  Avco  Corporation,  750  Third  Avenue,  New  York,  N.  Y.  10017.  An  equa 


"With  all  thy  getting  get  understanding" 


Fact  and  Comment 


SWEET,   UNPREDICTABLE  YOU 


It's  beginning  to  look  for  sure  that  the  surtax  is  going  to 
provide  more  than  the  predicted  additional  revenues  need- 
ed to  help  reduce  our  deficit  for  the  current  fiscal  year. 

It's  also  beginning  to  look  for  sure  that  this  same  surtax 
is  not  going  to  give  much  solace  from  inflation.  The  slow- 
down it  was  meant  to  give  the  economy  doesn't  seem  to  be 


happening.  For  a  few  weeks  many  were  fearful  the  mea- 
sure would  slow  us  down  too  much.  Now  many  are  fearful 
it  will  slow  us  down  not  at  all,  thanks  to  easier  money  and 
easy  spenders. 

We  prophets  are  in  a  fearfully  difficult  business. 

You  all  are  so  unpredictable. 


ON   THE  EVE 


ev 


With  the  Presidential  election  almost  upon  us  and  the 
conclusion  apparently  more  foregone  than  ever,  the  need 
for  two  campaign  reforms  is  painfull)  plain. 

First,  Presidential  candidates  owe  it  to  all  their  country- 
men as  well  as  to  their  partisans  to  cut  out  the  utter 
damned  foolishness  ot  daily  exhausting  themselves  with 
endless  hours  of  talking  and  traipsing  and  waxing  and 
landshaking. 

Given  the  times  and  the  circumstances,  perhaps  Hubert 
Humphrey  never  did  have  a  chance.  Most  certainly',  how- 
er,  he  didn't  enhance  that  chance  when  he  flung  himself 
ith  arms  flailing  into  a  physical  grind  that  seemed  to 
ignore  the  modern  means  of  mass  communication. 

Any  man's  energy  reserves  are  exhaustible,  and  men 
hysically  exhausted  cannot  function  at  top  mental  capacity. 
Richard  Nixon  had  the  immense  advantage  of  an  early 
lead,  but  he  has  lengthened  that  lead  by  doing  less 
physically  and  doing  more  planning,  more  thinking. 
He  has  played  it  calm,  cool,  collected. 
The  impression  is  one  of  a  man  in  command  of  himself 
and  the  situation. 

Hubert  Humphrey  I  think  has  all  the  qualities  to  be  a 
Brst-rate  President.  Vast  experience;  a  vibrant  intelligence; 
an  immense  personal  knowledge  of  the  nation's  problems 
both  at  home  and  throughout  the  world.  He  has  the  milk 
oi  human  kindness  in  him  and  a  compassionate  sense  of 
ustice  that  should  not  be  out  of  place  in  the  high  places 
f  power  and  pelf. 


He  is  a  far  better  man  than  his  campaign  would  sug- 
gest. He  hasn't  given  himself  a  chance. 

Barnstorming  by  future  Presidential  candidates  should  go 
the  way  of  the  need  for  it. 

o         «         o         * 

Second,  from  the  recent  weeks  and  months  of  rallies 
and  public  appearances  that  involved  often  more  turmoil 
from  the  audience  than  talk  from  the  candidates,  it's  clear 
that  something  must  be  done  about  the  effectively  disrup- 
tive antics  of  anarchistic  handfuls. 

Handling  the  occasional  heckler  is  a  storied,  valued  art 
in  politics;  but  this  year  a  militant  group  of  grubs  announced 
their  determination  to  rape  the  right  of  candidates  to  be 
heard  and  interested  citizens  to  hear.  Far,  far  too  often 
these  stinkv  finkies  succeeded. 
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ee  speech  doesn't  include  the  right  to  deny  it  to  others. 
It  is,  I  think,  reprehensible  for  those  running  political 
meetings  and  for  local  authorities  to  permit  small  numbers 
of  these  verbally  vicious  to  deny  the  audience  the  right  to 
hear  the  views  and  ask  questions  of  those  seeking  public 
office.  Knouting  these  knots  of  Nazis  isn't  legal,  but  putting 


them  out  and/or  arresting  them   is  the  responsibility  of 
those  who  have  and  seek  responsibility. 

Free  speech  is  the  first  requisite  of  freedom  and  a  viable 
functioning  democracy.  The  exercise  of  it  cannot  be  at  the 
option  of  those  who  think  the  right  to  dissent  includes  the 
right  to  destroy. 


A  MAN  FOR  ALL  VOTERS 


When  Army  played  Missouri  it  occurred  to  the  press 
that  the  Governor*  of  Missouri  faced  a  bit  of  a  dilemma 
in  deciding  which  team  to  cheer  for.  He  is  a  graduate  of 
West  Point  as  well  as  the  University  of  Missouri's  Law 
School.  Asked  which  team  he  was  going  to  root  for,  Gov- 
ernor Warren  Hearnes  didn't  give  it  a  second  thought: 

"Well,  I  have  no  votes  at  West  Point." 

I  don't  have  any  idea  whether  Governor  Hearnes  is  a 
Democrat  or  a  Republican  but  that  remark  would  indicate 

that  Missourians  are  governed  by  an  honest  man  of  sound 

mind,  qualities  to  be  treasured  and  supported  in  public 

office. 


THE  OLD  GRAY  TIMES  AIN'T  WHAT  SHE  USED  TO  BE 


The  feature  pages  of  the  New  York  Times  almost  daily 
astonish  me.  For  years  and  years  of  old,  they  were  prim, 
proper,  dreary  and  overcomprehensive.  Today  they  are 
the  liveliest,  freshest,  most  imaginative  and  varied  of  any 
newspaper  or  magazine  with  which  I  am  familiar. 
F'r  instance,  these  gems  from  one  day's  society  page: 
A  "scoop"  announcement  of  a  forthcoming  wedding 
that  hadn't  been  announced,  and  which  those  concerned 
wouldn't  confirm. 

"There  was  no  formal  announcement,  nor  will 
there  be  one,  but  Sharman  Douglas,  daughter  of 
Mr.  and  Mrs.  Lewis  W.  Douglas,  apparently  is 
going  to  marry  Andrew  Mackenzie  Hay.  .  .  . 
Instead  of  an  announcement,  Mrs.  Douglas  would 
only  say,  'Ha.  Ha.  Ha.  Ha.  She's  too  old  for  that.' 
Hut  Mrs.  Douglas  added:  'I'm  terribly  excited  if 
and  when  it  happens.'  Miss  Douglas  is  answering 
all  queries  concerning  her  engagement  with  a 
flat  'No  Comment!'" 

gossip  columnists   never  scooped  with   such 
spritely  language. 

o         o         o         o 

Gem  No.  Two.  In  a  report  ol  a  fashion  show  presided 
over  by  New  York's  famed  fashion  saleswoman,  Jo  Hughes: 

e  obnoxious.'  she  said. 
'Nudity  !  <  paintings,  statues  and  in  bed- 

rooms.' Mis*  lid  she  sympathized  with 

men  who  had  all  that  flesh.  'How  would 

you  like  to  go  out  and  see  their  hairy  chests?'  she 
asked.  This,  too,  w.     greeted  with  loud  applause, 


but  it  was  difficult  to  know  whether  it  meant  that 
the  idea  appealed  or  not." 

That  last  sentence  by  Times'  feature  writer  Enid  Nemy, 
you  must  admit,  is  pithy,  priceless  reporting. 

a        e        «         a 

Gem  No.  Three.  This  photograph  illustrating  Ted  Ken- 
nedy's wife  Joan  on  the  campaign  trail.  The  Daily  News 
better  look  to  its  pictorial  laurels. 
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HOW  IT  FEELS  TO  BE  A  MINORITY 


I  don't  get  Steinberg  cartoons. 


-Malcolm  S.  Forbes, 

Editor-in-Chief 


Jelanese  is  JTnj  gas  and  oil 


xploration,  drilling,  refining  and  marketing 


'  1964,  Celanese  entered  the  petro- 
'.  lm  business  through  the  acquisition 
i|  Champlin  Petroleum  Company  of 
i  rt  Worth,  Texas.  In  1967,  Celanese 
iquired  the  55,000  barrel  a  day  Pontiac 
9  inery,  which  is  managed  by  Champlin. 
Champlin  and  Pontiac  now  have  a 
•jmbined  refining  capacity  of  89,000 
.Irrels  a  day.  Champlin  operates  1200 
^  "vice  stations  and  bulk  depots  in  the 


let   di^;„,-    „. 


backed  up  with  an  aggressive  explora- 
tion and  development  program  and  a 
network  of  pipeline  and  other  distribu- 
tion facilities. 

Champlin  fits  well  into  the  Celanese 
program  for  long  term  growth  and 
diversification.  It  is  a  sound,  well- 
managed,  profitable  operation  in  its 
own  right.  Its  exploration  activities  and 
reserves  provide  a  base  for  Celanese' 

future  tiifHrnrarVinn   rpnnirpmpntc     AnH 


its  substantial  refining  capacity  pro- 
vides the  corporation's  chemical  com- 
pany with  additional  product  lines  and 
future  feedstock  options. 

Celanese  currently  operates  more 
than  100  plants  in  27 
countries  producing 
fibers,  plastics,  chem- 
icals, coatings  and 
forest  products   as 
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Perfect  Orcle 

keeps  Dana  way  out  front 

in  the  automotive  industry. 


Perfect  Circle" ',  a  division  of  Dana  Corporation,  is  the 
nation's  biggest  piston  ring  manufacturer.  Its  research 
people  invented  automatic  speed  controls.  Through  its 
Schellens  True  division,  it  makes  turbine  compressor 
blades  for  revolutionary  land  vehicles  as  well  as  for 
jet  aircraft. 

Other  Dana  divisions  are  just  as  deeply  involved  in 
transportation.  Spicer  driveline  components,  Parish 
vehicle  frames,  Victor  sealing  products- these  leading 
brands  help  make  Dana  the  largest  independent  sup- 
plier of  transportation  components  in  the  world. 


Since  1954,  we've  enjoyed  a  10  percent-plus  annual 
rate  of  growth.  Our  customers  include  U.S.  manufac- 
turers who  produce  over  10  million  cars,  trucks,  and 
many  other  kinds  of  vehicles  each  year. 

Dana  has  much  to  offer  you.  If  you  would  like  to 
know  more,  write  for  our  annual  report:  Office  of  the 
President,  Dana  Corporation,  Toledo,  Ohio  43601. 


Con-Vel 
Parish 

Perfect  Circle 
Spicer 
Victor 


DANA 


Forbes 

False  Teeth 
and  Jelly 

It's  not  how  big  you  are;  it's  how  big  your  competitors  are  that  counts. 


The  General  Motors  of  the  false 
teeth  industry  is  Dentists'  Supply  Co. 
of  New  York.  Its  sales  are  only  $57 
million  a  year,  but  it  dominates  the 
false  teeth  industry  and  is  the  largest 
independent  company  in  dental  sup- 
plies. The  CM  of  the  jelly  and  jam 
business  is  the  J.M.  Smueker  Co. 
It  has  sales  of  only  $45  million. 
But  size  is  relative;  dollar  volume  in 
itself  means  nothing.  GM,  with  S2() 
billion  in  sales,  would  be  much  less 
profitable  if  it  had  a  $40-billion  com- 
petitor. 

Smueker  and  Dentists'  Supply 
would  be  much  less  profitable  if  they 
had  $100-million  competitors,  but 
they  don't.  True,  Smueker  competes 
with  such  giants  as  A&P,  National 
Dairy  and  Borden.  Dentists'  Supply 
competes  with  the  S.S.  White  division 
of  Pennsalt  Chemical  Corp.  and  the 
Ritter  division  of  Sybron  Corp.  (for- 
merly Ritter  Pfaudler).  But  both 
Smueker  and  Dentists'  Supply  actually 
compete  with  small  divisions  of  big 
companies,  and  these  small  divisions 
would  require  an  enormous  investment 
by  the  parent  companies  to  improve 
their  market  shares. 


Take  Dentists'  Supply.  For  years  it 
has  been  the  world's  largest  manu- 
facturer of  false  teeth.  These  teeth 
are  made  in  a  factory  and  classified 
according  to  size  and  color.  Dental 
labs  keep  inventories  of  them  and 
make  bridges  according  to  the  den- 
tists' specifications.  The  dental  labs 
buy  them  from  dental  supply  dealers, 
which,  in  turn,  buy  them  from  Den- 
tists' Supply,  the  manufacturer.  It 
seems  like  a  simple  business. 

J.M.  Smueker  seems  simple  too. 
The  company  contracts  with  farmers 
in  the  Pacific  Northwest  to  grow 
strawberries,  blackberries  and  other 
fruits.  It  turns  them  into  jellies,  jams 
and  preserves,  which  it  sells  to  brok- 
ers, who  distribute  them  to  supermar- 
kets. 

But  Smueker  makes  17%  on  share- 
holders' equity  and  Dentists'  Supply 
makes  15%.  This  compares  with  11.7% 
for  American  industry  as  a  whole. 
Furthermore,  both  companies  are  vir- 
tually without  debt.  Therefore,  logic 
dictates,  American  industry  as  a  whole 
should  diversify  into  the  false  teeth 
and  jelly  businesses. 

Theoretically  they  should,  but  these 


are  not  easy  businesses  to  enter.  Den- 
tists' Supply  has  been  in  business  since 
1899.  It  has  130  highly  paid  sales- 
men selling  to  dental  supply  dealers. 
They  concentrate  on  only  about  150 
of  the  more  than  500  dental  supply 
dealers  in  the  U.S.  "Our  competitors,'' 
says  Dentists'  Supply  President  Henry 
M.  Thorton  Sr.,  "sell  to  many  more 
dealers  than  we  do.  That's  because 
they  are  desperate  to  increase  volume. 
But  we  demand  that  a  dealer  carry 
around  $50,000  worth  of  our  products 
in  inventory.  In  return  we  see  to  it  that 
there  are  not  too  many  dealers  for  a 
given  geographical  territory." 

In  addition,  Thornton's  salesmen 
call  on  the  dentists  themselves,  help- 
ing out  the  dealers'  salesmen.  There  are 
over  100,000  dentists  in  the  U.S.,  and 
every  single  one  of  them  is  called 
upon  at  least  once  a  year  by  a  Den- 
tists' Supply  salesman.  "We  reward 
our  salesmen  quite  well,"  Thornton 
says.  "The  dentist  looks  upon  him  and 
upon  the  dealer's  salesmen  as  the  men 
with  the  Bible.  This  relationship  is 
built  up  over  many  years  and  many, 
many  visits." 

The  necessity  for  such  a  sales  force 
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hindrance  to  anyone  wishing  to 
enter  the  business.  Another  pitfall  is 
the  actual  manufacture  of  false  teeth. 
"It's  a  small  industry,"  says  Thornton. 
"It's  not  as  if  you  wanted  to  manu- 
facture automobiles  and  could  hire 
any  number  of  people  from  Ford  and 
G.M.  There  are  very  few  people  in- 
volved in  this  kind  of  manufacture, 
and  there's  not  one  who  knows  every 
step." 

Lots  of  people,  including  everyone's 
grandmother,  know  how  to  make  jams 
and  preserves.  But  they  are  unlikely 
to  become  a  J.M.  Smucker.  Smucker 
feels  that  its  concentration  in  the 
jelly  field,  where  it  is  the  country's 
largest  independent  producer,  gives  it 
an  advantage  that  would  be  extreme- 
ly costly  to  overcome.  First  of  all, 
Smucker  is  more  integrated  than  its 
competitors.  Most  jam-makers  buy 
fresh  fruit,  their  raw  material,  on 
catch-as-catch-can  basis  on  national 
fruit  markets.  Smucker  has  its  own 
contract  farmers  in  the  Northwest,  its 
cannery  and  freezery,  and  therefore  is 
in  control  of  its  costs  and  quality.  "We 
can  deliver  fresh  preserves  all  year 
round,"  says  Smucker  President  Paul 
H.  Smucker.  "It  makes  a  difference  in 
the  color  and,  we  claim,  the  flavor  in 
the  jam." 

This  quality  control  allows  Smucker 
to  get  a  higher  price  and  to  give  the 
supermarket  operator  a  higher  mark- 
up, and,  of  course,  that  means  that 
Smucker  products  are  placed  in  a 
prominent  position  on  the  shelves. 
But  the  integration  doesn't  come  with- 
out headaches.  "That's  the  reason 
most  of  our  competitors  aren't  inte- 
grated," Smucker  says.  "You  have  to 
go  to  the  grower,  get  him  to  use 
certified  seed,  advance  him  money 
and  take  on  many  other  woes." 

Funny,  Invaluable  Name 

At  the  other  end  of  the  business, 
Smucker  feels  it  has  an  advantage  in 
because  it  can  con- 
irtually  all  of  its  advertising 
and  promotion  budget  in  jellies  and 
jams.  The  idea  is  that  when  people 
think  of  Borden,  Krafl  or  Gerber  they 
think  of  a  whole  range  of  products, 
but  Smu<  kei  .ly  jam.  "Also," 

says  Smuckei  we  get  a  lot  of  free 
advertising  because  ol  our  unusual 
name.  On  TV,  Steve  Allen  and  Art 
Linkletter  joke  about  i!  lor  30  minutes 
on  end,  and  we  don't  even  pay  lor  the 
advertising."     [nd<  luckei     Ins 

taken  the  joke  t\^\< 

campaign,  the  i  goes, 

"With   a   name    lil  i    has 

to  be  good." 

Finally,  the  food   bi  be- 

e e    more    and    more 

who    is    first    witli    the    n  m    (he 


22 


shelves.  "We've  been  in  business  a 
long  time,"  says  Smucker,  "and  we're 
the  biggest  in  jams.  It  takes  a  lot  of 
pushing  to  get  the  supermarket  mana- 
ger to  replace  our  products,  which  he 
knows  sell  well,  with  something  else. 
To  get  an  account,  more  and  more 
money  must  pass  hands.  What  I  call 
'introductory  allowances'  are  getting 
tremendous." 

Thus,  both  Smucker  and  Dentists' 
Supply  are  convincingly  entrenched  in 
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Two  Paths.  In  1899,  four  young 
men  found  an  out-of-business 
false-teeth  factory  and  started 
Dentists'  Supply.  The  J.M.  Smuc- 
ker Co.  got  started  in  1897, 
when  founder  J.M.  Smucker 
began  buying  apples  and  press- 
ing them  into  apple   butter. 


their  small  industries.  Using  their 
strong  bases,  both  companies  are  ex- 
panding. Dentists'  Supply  has  branch-1 
ed  into  other  areas  of  dental  supplies 
besides  false  teeth. 

In_  1963  the  company  acquired 
The  L.  D.  Caulk  Co.,  a  maker  of  dental 
base  materials.  A  year  later  it  ac- 
quired^Ransom  &  Randolph,  a  maker 
of  light  dental  equipment.  Both  com- 
panies had  a  string  of  retail  stores  that 
Dentists'  Supply  did  not  want,  but 
had  to  take  in  order  to  get  the  manu- 
facturing operations.  Then,  last  year, 
the  Justice  Department  forced  the 
company  to  unload  these  stores,  which 
it  sold  to  Litton  Industries.  "We  are 
not  exactly  heartbroken,"  says  Henry 
Thornton.  "These  retail  dealerships 
not  only  lost  money,  they  put  us 
into  competition  with  our  custom- 
ers." So  now  Dentists'  Supply  is  the 
biggest  manufacturer  of  false  teeth, 
and  ranks  among  the  top  three  makers 
of  dental  supplies,  including  Sybron 
and  Pennsalt.  Moreover,  because  of 
its  concentration  on  a  minority  of 
dealers,  it  is  the  biggest  supplier  of 
dental  products  for  many  of  the  best 
dealers,  and  its  prices  are  among  the 
highest  in  the  industry. 

Dentists'  Supply  doesn't  expect  to 
stop  there.  Thornton  feels  that  many 
of  its  light  pieces  of  dental  equipment, 
such  as  drills,  and  casting  devices, 
are  appropriate  for  hospitals  as  well  as 
dentists'  offices,  and  even  for  heavy 
industry,  in  such  areas  as  precision 
cutting.  "Our  current  sales  organiza- 
tion couldn't  handle  this  part  of  the 
business,"  he  says.  "But  we  could  go 
into  joint  ventures  or  we  could  make 
some  acquisitions.  We're  considering 
several." 

The  J.M.  Smucker  Co.,  too,  is 
branching  out.  It  is  sticking  with  food, 
but  it  is  using  its  shelf-space  leverage 
in  the  supermarket  to  push  nonjelly 
products.  Two  years  ago,  for  example, 
it  acquired  a  pickle  company.  "We 
don't  expect  to  introduce  a  new  pro- 
duct every  year,"  says  Paul  Smucker, 
"but  we're  in  a  position  to  absorb  the 
introductory  costs  of  a  new  product 
every  once  in  a  while,  and  we  intend 
to  do  so."  Smucker's  most  successful 
new  product  is  Goober  Jelly,  the  com- 
bination of  peanut  butter  and  jelly 
pictured  on  page  21. 

To  succeed  in  the  corporate  world 
of  today,  therefore,  it  is  not  necessary 
to  be  big  in  dollar  terms.  After  all, 
American  Motors  is  a  $900-million 
company,  and  look  what  is  happening 
to  American  Motors.  What  is  impor- 
tant is  to  be  so  big  in  your  industry, 
be  it  false  teeth,  jelly  or  whatever, 
that  it  is  going  to  hurt  somebody 
more  than  it  is  worth  to  try  to  push 
you  off  the  top.  ■ 
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What's  a  Stockholder  Really  Interested  In? 

There's  more  than  one  way  to  play  the  acquisition  game. 
Dresser  Industries  is  playing  it  safe— but  with  imagination. 


ff 


Dresser  Ivdcstries,  the  Dallas  manu- 
facturer of  oil-  and  gas-industry  equip- 
ment and  other  capital  goods,  hasn't 
done  anything  very  glamorous  lately, 
but  its  performance  has  matched  that 
of  many  companies  that  have.  Its 
stock  has  risen  more  than  2005?  over 
the  past  five  years  (vs.  about  26%  for 
the  Dow-Jones  industrials);  sales  have 
more  than  doubled,  from  $245. 6  mil- 
lion to  $542.2  million,  and  earnings 
per  share  have  nearlv  tripled  from 
S1.01  to  S2.86. 

The  sales  growth  has  come  largely 
through  a  series  of  mergers,  most  of 
them  fairly  small  and  in  what  are  not 
generally  regarded  as  growth  indus- 
tries. The  gains  in  earnings  per  share 
have  come  partly  from  sharp  improve- 
ments in  the  profits  of  acquired  com- 
panies. Any  future  earnings  gains  will 
come  partly  in  the  same  way  and 
partly  by  the  way  the  acquisitions  are 
being  financed.  The  big  gain  in  the 
price  of  the  stock  is  a  product,  to  a 
considerable  degree,  of  management's 
success  in  convincing  the  investment 
community  that  the  glamour  way  is 
not  necessarily  the  right  way. 

Says  John  Lawrence,  chairman  and 
chief  executive  officer  since  1962:  "We 
asked  ourselves.  What's  a  stockholder 
i tally  interested  in?'  There  can  be 
two  companies  with  identical  profits 
per  share  and  one  will  be  selling  it 
$40,  the  other  at  $20.  We  decided  that 
what  makes  the  difference  over  the 
long  pull — we're  not  shooting  for  the 
speculator — is  not  just  maximizing 
profits  today,  which  may  be  done 
artificially,  but  the  whole  ball  of  wax: 
proper  financing,  proper  internal  and 
external  communication." 

The  Ground  Rules 

To  achieve  this,  Lawrence  and  his 
fellow  management  men  set  up  cer- 
tain ground  rules.  They  wouldn't  be- 
come a  conglomerate  that  moves  into 
industries  where  they  have  had  no  ex- 
perience. And  they  would  finance  the 
acquisitions  in  such  a  way  that  the 
equity  of  existing  stockholders  would 
not  be  immediately  diluted  but  would 
be  enhanced. 

The  result  has  been  a  series  of  ac- 
quisitions that  looked  a  bit  dreary 
on  the  surface  but  that  made  a 
good  deal  of  financial  and  managerial 
sense.  Essentially,  Dresser  looked  for 
solid  but  unexciting  companies  whose 
stocks  were  selling  on  a  yield  basis; 
that  is,  where  stockholders  held  them 
largely  for  the  dividend  and  where 
there  was  little  growth  or  hope  for 
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the  future  in  the  stock's  price.  Dress- 
er's two  biggest  acquisitions  have 
been  Harbison-Walker  Refractories 
Co.,  a  $125-million  maker  of  bricks 
and  other  heat-resistant  materials  for 
industrial  furnaces,  acquired  last  year, 
and  Symington  Wayne  Corp.,  a  $100- 
million  maker  of  gas-station  pumps 
and  railroad  equipment. 

Earnings  and  Stock  Action 

To  get  the  shareholders  to  sell  out, 
Dresser  simply  offered  them  a  higher 
yield  and  a  little  hope. 

The  higher  yield  came  in  the  form 
of  convertible  preferred  stock.  For 
Harbison-Walker's  $12-million  earn- 
ings Dresser  paid  $150  million  in  con- 
vertible stock  that  will  cost  it  $7.5 
million  in  dividends.  Harbison-Walk- 
er's earnings  averaged  around  $10 
million  over  a  five-year  period,  so 
Dresser  was  risking  little.  The  same 
was  true  of  Symington  Wayne.  For 
$9 1  million  in  cash  and  preferred 
stock  Dresser  gives  up  about  $4.3  mil- 
lion in  dividends  and  interest  (cash) 
to  get  $4.5  million  in  earnings.  Before, 
ot  course,  the  acquisitions  did  not  pay 
out  all  of  their  earnings  in  dividends, 
so  of  course  the  shareholders  of  the 
acquired   companies    immediately   re- 


New  Course.  John  Lawrence  s 
decision  to  diversify,  made  when 
he  became  Dresser's  chief  ex- 
ecutive in  1962,  has  made  over 
the  company:  Dresser's  oil  and 
gas  supply  business  has  dropped 
from     67%     of     sales     to     27%. 


ceived  a  bigger  yield. 

That's  the  higher  yield.  The  hope 
comes  in  because  the  convertible  pre- 
ferred might  someday  become  valu- 
able Dresser  common.  Dresser  com- 
mon will  be  valuable  if  Lawrence 
can  make  these  acquisitions  do  better. 
Most  of  the  profit  gains  will  accrue 
to  Dresser  shareholders,  but  the  con- 
vertible features  of  the  preferred 
would  recapture  some  of  it  for  the 
shareholders  of  the  acquired  com- 
panies. 

Such  improvement  could  be  very 
large  if  Lawrence  has  his  way.  Dresser 
earns  11%  on  shareholder's  equity. 
If  Harbison-Walker  and  Symington 
Wayne  were  brought  up  to  11%,  it 
would  mean  a  37%  gain  in  Dresser's 
earnings  per  share  and  hope  for  both 
common  and  convertible  preferred 
shareholders. 

He's  Done  It  Before 

That  kind  of  arithmetic,  however, 
means  nothing  unless  Lawrence  can 
actually  do  something  with  the  com- 
panies. There  is  historical  evidence 
that  he  is  capable  of  it.  As  a  major 
oil-industry  supplier,  Dresser  did  ad- 
mirably during  the  postwar  oil  boom. 
Between  1954  and  1957  earnings  shot 
up  108%  on  a  69%  gain  in  sales.  But 
when  U.S.  oil  well  drilling  dropped  off 
in  the  late  Fifties,  so  did  Dresser's 
earnings— by  56%  from  1957  to  1959. 
When  Lawrence  took  over  in  1962, 
Dresser's  earnings  were  lower  than 
they  had  been  ten  years  before.  Its 
stock  sold  at  8,  down  from  29  in  1957. 
The  company's  loose  collection  of  16 
companies,  predominantly  serving  the 
oil  and  gas  industries,  was  in  a 
shambles,  and  Dresser  was  in  danger 
of  being  raided. 

Lawrence  started  the  job  of  rebuild- 
ing Dresser  to  where  it  stands  to- 
day by  having  President  Charles  Kuhn, 
then  president  of  the  Dresser  manu- 
facturing division,  concentrate  on  the 
job  of  sending  marketing  men  out  in 
the  field  to  find  out  what  new  prod- 
ucts were  in  demand,  and  then  come 
back  and  tell  research  and  produc- 
tion about  them.  One  of  the  most 
dramatic  results  was  Dresser's  de- 
velopment of  a  new  compressor  for 
making  ammonia  for  its  Compressor 
division.  It  outmoded  ammonia  plants 
with  a  daily  capacity  of  1,000  tons  or 
more,  providing  construction  com- 
panies such  as  M.  W.  Kellogg  with 
hundreds  of  millions  of  dollars  in  new 
contracts.  Dresser  ended  up  with  the 
largest  share  of  the  market. 
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ttlier  new  Dresser  product  was  a 
compressor  for  making  high-density 
polyethylene.  The  development  made 
Dresser  No.  One  in  the  field. 

That  Old  Brick  Company 

Lawrence  feels  that  much  the  same 
sort  of  thing  can  be  done  with  his 
acquisitions.  "When  we  first  looked  at 
Harbison,"  he  says,  "we  said  the  same 
thing  as  everyone  else,  'What  in  the 
world  would  we  want  with  that  old 
brick  company?'  But  now  I  have  every 
confidence  that  Harbison-Walker  can 
be  turned  around." 

Indeed,  by  applying  the  same  meth- 
ods he  used  at  Dresser,  Lawrence  has 
already  come  up  with  a  new  blast 
furnace  brick  with  far  more  dura- 
bility than  the  bricks  Harbison-Walker 
has  been  selling  for  years.  He  hasn't 
found  anything  new  for  Symington 
Wayne  in  the  first  few  months  since 
the    acquisition,    but    he    thinks    that 


company  is  just  as  ripe  for  turning 
around. 

Dresser  will  not  immediately  in- 
crease its  earnings  with  these  acquisi- 
tions. On  the  contrary,  even  with  no 
conversion  of  the  preferred,  earnings 
will  be  oft  this  year.  "We  are  shearing 
the  dogs  off  these  acquisitions,"  Law- 
rence says.  "We've  put  SW  on  our 
own  conservative  accounting,  put 
them  on  accelerated  depreciation  and 
adjusted  their  inventories.  Also,  their 
railroad  and  tool  markets  are  oft.  This 
has  hurt;  it  has  cost  us  five  cents  a 
share  in  the  first  half  and  will  cost  us 
more  for  the  whole  year." 

This  indifference  to  short-term  earn- 
ings gains  could  ruin  Lawrence's 
plans  if  Dresser's  price/earnings  ratio 
fell  to  the  point  where  the  company 
became  attractive  to  a  conglomerate. 
But  Lawrence  has  accompanied  his  ac- 
quisitions with  a  barrage  of  speeches, 
publications  and  explanations  of  what 


he  is  trying  to  do.  (His  annual  report 
is  even  called  a  "Report  On  Your  In- 
vestment.") In  none  of  them  does  he 
promise  brilliant  results  fast;  if  he 
had,  the  price  of  his  stock  might  have 
been  badly  affected  by  this  year!s 
earnings  drop.  But  apparently  the 
stockholders  have  gotten  Lawrence's 
message:  Dresser's  price/earnings  ra- 
tio has  held  at  a  fairly  solid  15. 

, Meanwhile,  Lawrence  feels  he  has 
nowhere  to  go  but  up.  The  kind  of 
companies  he  is  acquiring  will  un- 
doubtedly continue  to  earn  their  pres- 
ent modest  profits,  and  that  is  enough 
to  pay  the  dividends  on  the  convert- 
ible preferred.  Which  gives  manage- 
ment time  to  bring  its  men  and 
methods  to  bear  on  them  in  order 
to  raise  their  earnings  from  sub-par 
to  superior.  That  will  be  John  Law- 
rence's way  of  answering  his  own 
question:  "What's  a  stockholder  really 
interested  in?"  ■ 


Dn/i/  in   r'alifnrnia  I  ^  California  voters  approve  Proposition  9  next  week,  the 
*J'"j    ''I  \*dlllUi  Ilia  J  municipal  bond  industry  could  be  in  for  some  rough  going. 


Over  the  past  six  weeks  California's 
bubbling  municipal  bond  market  has 
been  in  a  state  of  turmoil.  The 
volume  of  new  issues  is  running  four 
or  five  times  heavier  than  usual — in 
Los  Angeles  17  new  school  bond 
issues  came  out  last  week  alone — 
and,  as  volume  has  mounted,  prices 
have  inevitably  declined,  and  large 
accumulations  of  unsold  bonds  have 
begun  to  pile  up.  This  at  a  time  when 
the  entire  national  market  is  stacked 
up  with  new  issues. 

Normally  the  bond  dealers  would 
welcome  such  a  surge  in  volume,  but 
not  this  time.  Philip  E.  Watson,  Los 
Angeles  County's  tax  assessor,  has 
managed  to  get  a  proposition  on  the 
ballot  next  week  that  could  all  but 
bring  the  state's  huge  municipal  bond 
market  to  a  standstill.  Watson's  prop- 
osition  would  remove  property  taxes 
I  funds  lor  school  dis- 
tricts, sharply  reduce  the  ceiling  on 
prop*  levies    and    limit    the 

sup- 
port' •>  taxes.  The  result 
is  that  California's  municipal-taxing 
units  have  rushed  into  the  market 
with  new  issues — to  get  in  under  the 
Nov.  5  deadi 

The    strongest    opposition    under- 
standably  comes   from   local   gn- 
ment  officials,  and  from  the 

municipal  bond  indusl  very 

livelihood  is  threa  this  thing 

passes,"  says  one  Los  mgeles  dealer, 
"our  business  is  going  *  n  aw- 

ful nose  dive."  "Most  ol  the  big  bond 
issuers  now  exceed  Watson's  debt  lim- 


Locked  Pocketbook.  Progress 
on  wafer  projects  and  other 
property-tox-supported  construc- 
tion will  be  slowed  down  in  the 
state  of  California  if  Proposition 
9  passes  on  Nov.  5.  In  that 
event,  where  will  the  money 
come  from  for  vitally  needed 
public  projects?  Thai's  not  our 
problem,  say  the  antitax  people. 


its,"  says  another.  "It  would  bring  the 
state  water  program  to  a  halt,  and 
knock  out  bonds  in  dozens  of  other 
taxing  jurisdictions." 

With  California's  bond  volume 
accounting  for  close  to  15%  of  the  $15- 
billion  national  market,  Los  Angeles 
dealers  are  convinced  that  a  sudden 
shrinkage  of  the  California  market 
would  have  a  considerable  adverse 
impact  elsewhere.  "Market  conditions 
in  other  states,"  says  Donald  Moulton 
of  R.H.  Moulton  &  Co.,  "ultimately 
must  bear  some  relation  to  conditions 
in  California." 

More  important,  soaring  property 
taxes  are  a  hot  issue  everywhere,  and 
if  the  Watson  proposition  passes,  the 
idea  could  spread  quickly  to  other 
states.  In  a  sense,  of  course,  Watson's 
proposal  solves  nothing.  Their  power 
to  levy  taxes  and  issue  bonds  reduced, 
municipal  taxing  units  will  only  have 
to  turn  elsewhere  for  funds.  "Sure," 
Watson's  aides  say,  "one  of  the  things 
we're  after  is  a  restructuring  of  the  tax 
set-up.  It's  unfair  to  place  so  much 
of  the  burden,  for  everything  from 
schools  to  flood  control,  exclusively 
on  the  property  owner.  The  property 
tax  is  the  only  tax  that  does  not  truly 
relate  to  one's  ability  to  pay." 

Few  property  owners  can  resist 
such  an  argument,  and  at  the  moment 
the  polls  suggest  Watson's  proposition 
stands  a  better  than  even  chance. 
Such  things,  of  course,  can  happen 
only  in  California.  Or  can  they? 
Municipal  bond  dealers  these  days 
only  wish  they  could  be  sure.  ■ 
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Anatomy  of  a  Turnaround 

In  1963  Burroughs'  stock  was  at  its  lowest  price  in  nine  years,  and 
earnings  were  dragging.  Underneath,  however,  things  were  better  than 
on  the  surface,  and  the  stage  was  being  set  for  a  great  turnaround. 


When  Burroughs'  President  Ray  W. 
Macdonakl  talks  about  Burroughs  in 
the  last  four  years  he  is  downright 
voluble.  But  ask  him  about  Burroughs 
from  1960  to  1964  and  he  picks  his 
words  carefully.  'There  was,"  he 
sa> s.  "a  certain  lack  of  coordination 
of  lesourees. 

That  is  an  understatement.  During 
the  early  Sixties:  1)  The  company 
brought  out  a  first-rate  computer  that 
it  was  unable  to  sell  because  it  had 
an  inept  marketing  force.  2)  De- 
fense sales  fell  from  a  high  ol  SI  27 
million  to  about  $45  million.  3)  The 
company's  basic  commercial  account- 
ing-machine business  simply  plodded 
along.  Not  surprisingly,  sales  and 
earnings  went  nowhere.  Sales  were 
$389  million  m  I960;  in  1963  they 
were  only  $1.5  million  higher.  Dining 
the  same  period  earnings  decreased 
about  17  cents  a  share  (to  $1.22). 

Yet  today,  onk  five  years  later. 
Burroughs'  future  may  be  one  of  the 
brightest  in  the  information  process- 
ing industry.  Certainly  the  stock  mar- 
ket thinks  so.  Burroughs'  stock  reached 
239  in  September  after  averaging 
around  30  from  1955  to  mid- 1965. 
That  is  a  total  increase  in  market  val- 
ue from  $281  million  in  1965  to  about 
$2  billion  on  only  an  1  \%  increase  in 
the  number  of  shares  outstanding. 
Earnings  last  year  were  $4.28  a  share, 
three  times  those  of  1964,  and  a  good 
number  of  Wall  Street  analysts  think 
Burroughs  may  double  its  profits  again 
b\    1971. 

I'nder  the  circumstances  it  is  hardly 
surprising  that  President  Macdonald 
is  more  interested  in  talking  about  the 
glowing  present  than  the  disappoint- 
ing past. 

Coming  from  Behind 

The  optimism  about  Burroughs  and 
its  huge  earnings  gains  is  based 
mainly  on  its  sudden  success  in  com- 
puters. In  the  last  three  years  orders 
for  Burroughs  computers  have  in- 
creased fivefold.  This  may  be  the 
highest  percentage  gain  among  major 
companies  in  the  industry.  What 
makes  this  particularly  exciting  from 
an  earnings  and  stock-market  view- 
point is  that,  unlike  General  Electric, 
Honeywell,  Radio  Corp.  of  America 
and  Sperry  Rand,  Burroughs  has  no 
lines  of  business  such  as  farm  equip- 
ment or  power  plants   to   dilute   the 


impact  of  possible  computer  earnings. 

In  market  share  Burroughs  is  small. 
In  1968  it  will  probably  ship  about 
$170  million  worth  of  computers.  This 
compares  with  International  Business 
Machine's  estimated  shipments  of  $5.2 
billion.  Burroughs  has  about  2%  of 
the  total  market  (see  chart,  p.  28). 

Burroughs,  however,  already  has 
demonstrated  that  it  can  compete 
head-on  with  the  giant  and  win. 
In  late  1967  it  won  the  second  go- 
around  of  a  $60-million  Air  Force 
contract  for  135  computers.  It  did  so 
in  direct  competition  against  IBM. 
Earlier  in  the  year  Burroughs  blitzed 
Britain,  where  IBM  normally  has  40% 
of  the  market  and  British  companies 
most  of  the  rest,  landing  more  than 


$80  million  worth  of  computer  con- 
tracts with  four  of  the  top  five  British 
banks.  One  of  the  U.K.  orders,  $32 
million  to  Barclays  Bank  Ltd.,  was 
one  of  the  largest  nongovernment 
computer  systems  ever  ordered. 

On  top  of  Burroughs'  computer 
success  has  come  the  resurgence  of 
its  accounting-machine  line.  When 
Macdonald  became  executive  vice 
president  in  1964  he  pushed  hard  for 
a  line  of  electronic  machines  to  re- 
place  the   electromechanical   models. 

This  was  a  bold  decision  and  it  put 
Macdonald  right  on  the  spot.  Bur- 
roughs had  been  spending  heavily 
on  computers  and  its  earnings  were 
low.  Many  critics  felt  Macdonald 
was     biting     off     more     than     the 


~* 
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"A  Tough  Gentleman,"  is  the  way  one 
former  Burroughs  executive  describes  smil- 
ing Ray  W.  Macdonald  (left).  He  had  to  be 
tough.  Under  Ray  Eppert,  "a  tolerant 
gentleman,"  the  company  had  grown  too 
paternalistic. 

"You  could  sense  the  change  immediately 
when  Macdonald  took  over,"  says  one 
former  employee.  After  reviewing  the  EDP 
marketing  organization,  Macdonald  sub- 
stituted actual  costs  for  standard  costs  in 
accounting,  expanded  the  number  of 
branches  and  realigned  sales  territories. 
He  sharply  reduced  the  number  of  com- 
puter salesmen  and  increased  sales  quotas. 
Those  who  didn't  perform  were  "reassign- 
ed" to  jobs  they  could  handle. 

He  has  his  critics.  For  one  thing,  he 
suffers  from  no  false  modesty  and  can  be 
"overly  critical  with  those  who  aren't  as 
smart  as  he  is."  But  one  former  sales  man- 
ager sums  up  the  majority  view:  "He  is 
tough  and  fair.  Basically  he  is  an  inspira- 
tional leader." 
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my  could  chew.  Apparently  he 
wasn't.  In  the  last  five  years  Bur- 
roughs' accounting-machine  business 
has  grown  from  around  SI  17  million 
per  year  to  an  estimated  $330  million 
in  1968.  More  important,  profit  mar- 
gins have  increased  at  a  much  taster 
rale.  There  are  two  reasons  for  this 
One  is  that  the  new  electronic  ma- 
chines are  priced  roughly  five  times 
higher  than  the  electromechanical 
models,  yet  do  not  involve  much  more 
sales  or  service  costs.  The  other  is  that 
there  are  only  two  major  companies 
in  the  field,  Burroughs  and  National 
Cash  Register.  As  a  result,  there  is  not 
the  competitive  pressure  on  prices 
that  exists,  for  example,  in  office  copy- 
ing machines. 

Forging  a  Link 

Yet  perhaps  the  most  important 
factor  in  Burroughs'  future  has  not 
been  fully  recognized.  Under  Mac- 
donald.  Burroughs  has  finally  built  a 
link  between  its  accounting-machine 
business  and  its  computer  business. 
Not  only  are  its  newest  machines 
usable  for  accounting  but  they  can 
feed  information  into  a  computer  and 
can  do  some  simple  computer  chores 
on  their  own.  This  makes  all  kinds  of 
interesting  combinations  possible.  And 


it  gives  Burroughs  one  of  the  most 
coherent  and  therefore  profitable 
lines  in  the  industry. 

In  the  past,  accounting  machines 
and  computers  had  little  in  common. 
The  difference  was  narrowed  some- 
what by  the  introduction  of  the  elec- 
tronic accounting  machines  in  the 
mid-Sixties,  but  it  still  remained.  The 
result  was  that  Burroughs  was  selling 
to  two  distinct  markets — with  very 
little  marketing  and  technical  overlap. 

Last  summer,  however,  Burroughs 
introduced  the  TC500.  Four  of  these 
machines  are  shown  on  the  cover. 
Currently  Burroughs  has  orders  for 
thousands  of  TC500s  at  $9,900  to 
$14,400  each.  Barclays  Bank  in  Eng- 
land ordered  2,300.  National  Advance 
Reservation  System  Inc.  of  Florida 
ordered  600  TC500s  last  spring. 

What  is  the  TC500?  An  account- 
ing machine?  A  computer?  A  terminal 
for  a  computer? 

It's  a  little  of  all  three,  and  that's 
where  the  tie-in  comes.  The  TC- 
500,  built  at  Burroughs'  accounting- 
machine  plants,  is  designed  for  two 
main  purposes.  First,  to  be  used  as 
a  terminal  hooked  to  a  computer.  For 
example,  Barclays  will  install  its  TC- 
500s  in  2,300  branches  throughout 
England.    Operators    will   be  able   to 


send  and  receive  information  about  a 
customer's  account  to  a  Burroughs 
computer  in  London. 

Second,  the  TC500  can  be  used  as 
a  small  computer  itself.  This  is  be- 
cause it  has  its  own  memory  that  can 
be  programmed.  At  Barclays  a  simple 
accounting  job,  which  does  not  re- 
quire ^.the  central  London  computers, 
can  be  done  in  the  branch  by  the 
TC500. 

•As  computers  go,  the  TC500  is  no 
engineering  miracle  like,  say,  the 
Xerox  process.  Others  will  certainly 
introduce  similar  machines.  What  is 
important  about  the  TC500  is  the 
way  in  which  it  serves  as  a  link  be- 
tween Burroughs'  accounting-machine 
line  and  its  distinctive  computer  line. 

Aiming  High 

For  some  time  Burroughs'  computer 
philosophy  has  been  different  from 
that  of  the  rest  of  the  industry.  Faced 
with  the  problem  of  competing  with 
IBM,  each  contender  has  chosen  a 
specialized  part  of  the  market.  Con- 
trol Data  has  scored  its  biggest  vic- 
tories by  building  computers  for  giant 
scientific  jobs.  General  Electric  has 
done  best  in  the  time-sharing  area — 
hooking  a  number  of  terminals  to  a 
central  computer  for  scientific  compu- 


ADDING  POWER 

Burroughs  began  pushing  some 
complicated-sounding  concepts  like 
multiprogramming  and  multiproc- 
essing some  years  before  Inter- 
national Business  Machines.  Which 
means  what?  We'll  try  to  explain. 

First,  multiprogramming.  A  com- 
putet is  basically  a  powerful  add- 
ing machine  with  a  memory.  Scien- 


tists have  had  little  trouble  making 
it  add  faster  and  faster.  The  Bur- 
rough's  B5000,  introduced  in  1960, 
could  do  250,000  additions  per 
second.  The  B8500,  today's  most 
powerful  Burroughs  computer,  can 
do  20  times  that  many. 

But  speeding  up  the  "brain"  of 
the  computer  creates  a  problem. 
The  rest  of  the  computer  can't  keep 
up  with  it. 


Look  at  the  first  drawing.  In- 
formation about  changes  in  inven- 
tory comes  down  the  pipeline  into 
the  computer  at  the  slow-poke  rate 
of  one  punched  card  per  second. 
But  the  brain  is  so  fast  that  it  can 
do  all  required  calculations  in  one- 
third  of  a  second.  As  a  result,  it 
is  a  "ho-hum"  day  for  the  brain. 
The  computer  is  operating  at  only 
335?  of  capacity. 
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tation.  Honeywell  has  aimed  primarily 
at  the  straight-forward  bread-and- 
butter  jobs. 

Burroughs'  emphasis  has  been  on 
multiprogramming  and  multiprocess- 
ing, which,  basically,  enables  a  single 
computer  to  handle  numerous  jobs 
simultaneously  and  involves  use  of 
myriad  input  machines.  IBM  only  be- 
gan  to  stress  multiprogramming  and 
multiprocessing  in  1964,  when  it  an- 
nounced the  360  line.  Burroughs  be- 
gan in  1961,  with  its  B5000  com- 
puter. 

The  TC500  gives  Burroughs  a 
good  terminal,  and  good  terminals 
make  it  easier  to  sell  computers 
that  emphasize  these  concepts.  For 
example.  Burroughs  could  sell  the 
T<  500  to  a  small  company  as  an  ac- 
counting machine.  Later  it  could  hook 
it  up  to  a  central  Burroughs  com- 
puter. Already  Burroughs  has  used 
somewhat  this  approach  with  its  older 
equipment.  In  Portland,  Me.  Bur- 
roughs helped  the  Casco  Bank  &  Trust 
Co.  when  it  got  a  group  of  savings 
banks  to  tie  Burroughs  teller  terminals 
into  a  Burroughs  computer  located  at 
the  Casco  Bank.  The  Provident  Insti- 
tution tor  Savings  has  done  the  same 
in  Boston.  In  other  instances  Bur- 
roughs will  set  up  a  special  organiza- 


tion to  serve  a  group  of  small  clients, 
such  as  the  data  processing  service 
that  it  is  now  providing  for  a  North 
Carolina  company  named  Medi-Data, 
sponsored  by  four  hospitals  in  that 
state. 

long  Overdue 

All  this  is  most  impressive  consider- 
ing that  Burroughs,  like  many  other- 
companies,  botched  its  entry  into 
computers  in  the  Fifties.  So  much  so 
in  fact  that  rumors  flew.  Some  said 
Burroughs  was  going  to  pull  out  of 
the  business;  others  that  it  was  seek- 
ing salvation  in  mergers. 

Burroughs  had  been  a  pioneer.  In 
1949  the  company  hired  Dr.  Irven 
Travis,  who  had  worked  with  John 
Mauchly  and  J.  Presper  Eckert  at 
the  University  of  Pennsylvania  on  the 
ENIAC,  the  first  electronic  computer. 
Travis  was  put  in  charge  of  Bur- 
roughs' Philadelphia  Besearch  Labo- 
ratories. Under  Travis  the  company 
delivered  a  transistorized  (second- 
generation)  computer  to  the  Air  Force 
in  1957.  To  this  day  Burroughs 
claims  that  this  was  the  first  opera- 
tional second-generation  computer; 
but  Sperry  Band  also  makes  this 
claim.  Neither  can  claim,  however, 
that  it  capitalized  on  its  achievement. 


In  1959  IBM  announced  its  second- 
generation  computer,  the  1401,  and 
proceeded  to  grab  most  of  the  market. 

John  S.  Coleman,  who  was  then 
president  of  Burroughs,  was  aware 
that  Travis'  Pennsylvania  research  op- 
eration was  not  enough  to  make  real 
headway  in  computers.  In  1956  Cole- 
man purchased  ElectroData  Corp.,  a 
Pasadena,  Calif,  computer  firm  that 
was  in  the  red.  Coleman's  big  interest 
was  ElectroData's  people. 

His  judgment  was  good.  Today 
former  ElectroData  employees  are 
scattered  throughout  the  computer  in- 
dustry. James  B.  Bradburn  heads 
BCA's  computer  effort,  E.  S.  McCol- 
lister  is  RCA's  computer  marketing 
chief  and  George  J.  Vosatka  is  the 
vice  president  of  marketing  for  Uni- 
vac's  data  processing  division.  Among 
those  who  have  stayed  at  Burroughs 
are  Duncan  McDonald,  Pasadena- 
plant  general  manager,  and  Chuck 
Macon,  director  of  engineering. 

Almost  from  the  start  ElectroData 
and  Burroughs  had  trouble.  "It  was 
like  hitching  a  frisky  colt  and  an  old 
gray  mare  to  the  same  wagon,"  says 
one  ElectroData  alumnus.  Battles 
raged  between  the  nearly  autonomous 
Paoli  and  Pasadena  computer  design 
groups.  At  one  point  an  internal  Elec- 


One  way  to  solve  this  is  to  speed 
the  flow  of  data  through  the  pipe- 
line into  the  computer.  But  no  one 
has  had  much  luck  here.  The 
technical  problems  arc  large.  This 
is  why  multiprogramming  is  be- 
coming increasingly  popular. 

In  multiprogramming,  as  the  sec- 
ond drawing  indicates,  different 
jobs,  such  as  accounts  receivable, 
payroll  and  inventory,  are  fed  into 


the  computer  at  the  same  time. 
Now  the  brain  is  kept  busy.  Cards 
are  coming  in  at  a  combined  rate 
of  three  per  second.  Which  is  ex- 
actly the  speed  of  the  brain.  Within 
one  second  it  may  do  a  little  work 
on  each  of  the  three  jobs — and  in 
the  next  second  repeat  that  process. 
Three  times  as  much  work  is  ac- 
complished. Down  go  costs,  for  an 
underworked  computer  is  a  costly 
item. 


MuL-ri  PROCESYwe 


Second,  multiprocessing.  Though 
this  sounds  like  multiprogramming, 
it's  quite  different.  Take  Burroughs' 
Trans  World  Airlines  reservation 
system.  Thousands  of  ticket  offices 
and  terminals  will  be  scattered 
around  the  world  connected  to  its 
New  Jersey  computer.  Agents  can 
make  reservations,  ask  the  com- 
puter for  the  latest  flight  informa- 
tion and  confirm  reservations.  But 
what  would  happen  if  the  com- 
puter broke  down?  Or  if  business 
got  so  heavy  that  the  computer 
could  not  go  fast  enough  to  keep 
up  with  it?  Chaos. 

Multiprocessing  is  a  solution  to 
these  two  problems.  Instead  of  hav- 
ing just  a  single  computer,  at  least 
two  computers  are  hooked  together. 
Look  at  the  third  drawing.  Brain 
A  is  handling  all  the  inquiries  from 
the  thousands  of  agents,  Brain  B  is 
doing  a  simple  payroll  job. 

But  Brain  B  is  also  watching 
Brain  A.  If  Brain  A  were  to  get 
so  busy  that  it  could  not  keep  up 
with  all  the  inquiries,  then  Brain 
B  could  stop  the  payroll  work  and 
help  it  out.  Further,  if  Brain  A 
broke  down,  as  computers  will, 
then  Brain  B  could  take  over  the 
job.  This  would  keep  the  system 
going  until  Brain  A  was  repaired. 

Unless  Brain  B  also  broke  down. 
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lies  publication  began  satir- 
Detroit  management.  One  car- 
toon showed  a  Detroit  executive 
explaining  the  Burroughs  corporate 
organization  chart  to  a  group  of  Elec- 
troData  employees.  The  chart  had 
dozens  of  lines  leading  directly  into 
the  President's  box.  An  attentive  lis- 
tener was  asking:  "Could  you  run 
through   that  once  again,  please?" 

In  1960  Ray  R.  Eppert,  who  had 
become  president  in  1958  when 
Coleman  died,  made  a  decision  that 
alienated  ElectroData  people  and 
probably  cost  the  company  millions 
of  dollars.  He  integrated  the  Electro- 
Data  computer  marketing  force  into 
the  Burroughs  accounting-machine 
sales  force,  telling  his  accounting- 
machine  salesmen  to  go  out  and  sell 
computers. 

"Those  accounting-machine  sales- 
men were  like  shoe  salesmen, '  says 
one  ElectroData  veteran.  "They  were 
aggressive,  they  had  the  persistence 
to  roll  out  a  dozen  models,  and  they 
could  explain  what  the  newest  red 
button  would  do.  But  they  were  just 
not  skilled  with  computers."  By  1965 
only  100  of  Burroughs'  400  "computer 
salesmen"  had  ever  sold  or  installed 
a  computer. 

It  wasn't  that  Burroughs  didn't 
have  a  computer  to  sell.  It  had  a  good 
one.  In  1961  it  brought  out  the  B5000, 
later  modified  and  called  the  B5500. 
"If  IBM  had  brought  out  the  ma- 
chine," says  a  former  Burroughs  man, 
"they  would  have  sold  hundreds."  In 
three  years  Burroughs  sold  no  more 
than  three  dozen  of  the  machines. 

"The  B5000  was  an  excellent 
machine,  ahead  of  its  time,"  says 
John  R.  Hillegass,  a  consulting  editor 
to  Auerbach  Info,  Inc.,  a  computer 
evaluating  group.  For  Eppert,  despite 
all  his  troubles  in  the  marketing  end, 
had  never  stinted  on  research  and 
development  money  even  during  the 
early  Sixties,  when  earnings  were 
going  nowhere;  he  kept  R&D  ex- 
penditures   at   about  4%  of  sales. 

Enter,  the   Silver  Knight 

Looking  back,  says  Macdonald,  "I 
id  by  the  difficulty  outsiders 
ig  Burroughs."  But 
could  an  outsider — or  insider  for 
ilia!  matter — predict  the  forthcoming 
turn..:  -        by  recognizing  the 

importance  of  his  appointment  to  the 
previ"  filled   post  of  executive 

vice  pi.  :id  il  in  1964,  says  Mac- 
donald. Although  Eppert  retained  the 
title   ol    eh  (ficer   until 

Februarj    I'  icdonald  was  with- 

in a  lew  months  talking  very  much 
like  a   boss. 

Macdonald  is  ioud  of  his  achieve- 
ments and  doesn't  hesitate  to  talk 
about    them,    "lie    is    a    tough,   self- 


SHARE 

OF 

INSTALLED 

COMPUTER 

MARKET  (Jan.  1968) 

Source:  Arthur  D.  Little,  Inc. 
(estimates) 


tc         «         <         u         o        =  « 

o        |       o        o        g        |        | 


Because  of  its  slow  start,  Burroughs  share 
of  the  $13.7  billion  installed  computer  mar- 
ket (above)  remains  unimpressive.  But  its 
backlog  of  new  computer  orders  (below)  has 
risen  strongly  in  the  last  year  and  a  half. 
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confident  guy,"  says  a  Burroughs  man. 
"He  always  controls  the  conversation, 
tells  the  jokes  and  takes  charge." 

The  record  would  indicate  that  his 
self-confidence  is  justified.  During  the 
early  Sixties,  while  Burroughs'  domes- 
tic operations  were  running  at  a  loss, 
Macdonald's  international  division 
was  a  consistently  big  moneymaker. 
And  Burroughs  profits  soared  when  he 
became  executive  vice  president  in 
1964. 

Why  was  the  turnaround  so  fast 
and  so  decisive?  In  part  because  Ep- 
pert, though  he  did  make  marketing 
errors,  kept  the  R&D  money  flowing 
through  thick  and  thin. 

Macdonald  was  more  sophisticated, 
however.  He  realized  that  technology 
was  not  enough.  He  brought  out  new 
accounting  machines  rather  than  com- 
puters and  shifted  much  of  his  sales 
force  from  computers  to  accounting 
machines.  This  immediately  perked  up 
profits  as  well  as  cash  flow  and  put 
Burroughs  in  a  stronger  position  to 
capitalize  on  its  excellent  technology. 

While  Macdonald  and  Eppert  did 
not  work  smoothly  together  (Mac- 
donald still  refers  to  him  as  "Mr. 
Eppert"),  their  weaknesses  as  well  as 
their  strengths  ultimately  comple- 
mented each  other.  Eppert,  with  his 
tolerant  hands-off  approach  and  his 
lack  of  clear  understanding  of  the 
computer  market,  left  his  technical 
people  with  an  unusually  free  hand. 
The  result  was  a  superior  machine, 
but  one  that  was  far  ahead  of  Bur- 
roughs' capacity  to  market. 

Macdonald  probably  would  have 
been  too  profit-conscious  to  let  this 
happen.  The  result  might  well  have 
been  a  less  sophisticated  computer 
line.  In  fact,  Macdonald's  international 
division  never  pushed  the  B5000 
computers. 

Macdonald  readily  concedes  that 
his  initial  emphasis  was  short  run. 
"From  1964  to  1966  our  major  effort 
was  to  bring  profitability  up  to  a 
satisfactory  level,"  he  says.  But  he 
denies  the  wide-spread  rumor  that  he 
personally  was  skeptical  about  com- 
puters. "The  restraints  on  our  com- 
puter program  were  temporary  and 
were  caused  only  by  the  fact  that  we 
needed  to  immediately  improve  earn- 
ings," Macdonald  says.  "No  one  was 
more  computer-conscious  than  I." 

In  any  event,  today  it  is  impossible 
to  fault  Macdonald's  decisions.  In  1956 
Burroughs  had  $30  million  worth  of 
convertible  subordinated  debentures, 
convertible  at  37.  Because  of  low 
earnings,  Burroughs'  stock  didn't  get 
high  enough  for  conversion.  As  a  re- 
sult. Burroughs'  debt-to-equity  ratio  in 
1962  was  1:1.7,  too  high  for  major 
additional  borrowing.  It  needed  more 
money  to  support  its  computer  sales, 
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Building  Blocks.  How  has  medium-sized  Burroughs  developed  a  big-sized  com- 
puter line?  One  way  is  by  using  special  contracts  to  break  new  ground.  The 
NOR  AD  Combat  Operations  Center  computer  (above),  developed  in  1961  by 
Burroughs,  uses  concepts  like  multiprocessing  that  are  essential  to  the  new  88500 
supercomputer  (below).  The  first  B8500,  in  turn,  is  a  custom-made  model  for  U.S. 
Steel    Corp.    Other    88500s    will    build    on    this    design    with    some    modifications. 


about  90%  of  which  were  leases.   In 

as  the  market  reacted  to  Mac- 

Id's  increased  earnings,  Burroughs 

ible  to  convert  the  convertibles. 

npany  could  easily  take 

t  if  required. 

ins  solved,  Mac- 

puter-men    the 

1   three   years 

new  third- 

inging    from 

B250O  to  00  to  its  so-called 

B500  lint  mi   the  drawing 

hoard.  Thi  Burroughs  a  strong 

machine  to  tl  [nsl   just  about 

every  model  in         IBM  u;i)  line,  save 

at  its  low  end. 
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Square  Balls 

This  does  not  mean  that  Burroughs 
is  without  weaknesses.  The  company 
sometimes  seems  more  stubborn  than 
sensible  in  its  desire  to  avoid  copying 
IBM.  The  TC500  has  a  round  golf 
ball-like  typing  mechanism  that  looks 
exactly  like  that  introduced  by  IBM 
seven  years  ago.  Demonstrating  this 
machine,  a  Burroughs  executive  re- 
marked that  "we  would  have  made 
it  square  instead  of  round  if  we  could 
have."  He  was  not  entirely  joking. 

For  example,  the  company  has  failed 
to  introduce  a  disk  pack  like  the  one 
IBM  is  pushing  successfully  and 
which  is  becoming  a  common  substi- 


tute for  magnetic  tape. 

Burroughs'  marketing  also  still 
shows  some  signs  of  its  past  weak- 
ness. The  company  as  yet  has  no 
formal  training  program  for  the  top 
brass  of  potential  customers,  a  selling 
device  that  IBM  uses  with  great  skill. 
Burroughs'  salesmen  must  count  on 
collaring  company  executives  in  their 
busy  offices  for  a  day  or  more  to  ex- 
plain sophisticated  computer  con- 
cepts. "The  hardest  part  of  the  job  is 
to  get  that  audience,"  says  one  for- 
mer Burroughs  sales  manager. 

Some  of  the  company's  most  spec- 
tacular sales  cannot,  in  fact,  be 
credited  to  the  regular  marketing 
men.  The  U.K.  bank  orders  were 
tied  down  by  Gary  Clark,  vice 
president  of  the  U.S.-based  Defense, 
Space  &  Special  Systems  group  and 
by  Macdonald  himself.  Reynolds  & 
Reynolds  Corp.,  a  Dayton,  Ohio- 
based  service  bureau  company,  re- 
cently ordered  eight  Burroughs  com- 
puters to  replace  18  IBM  360  com- 
puters. They  got  the  idea,  not  from  a 
Burroughs  salesmen,  but  from  an 
analysis  of  the  computer  industry  and 
from  seeing  a  Burroughs  computer 
demonstrated  at  a  trade  show. 

Macdonald  excuses  some  of  these 
problems  by  saying  that  Burroughs 
doesn't  have  the  money  to  do  every- 
thing. Which,  of  course,  is  true. 

Position  of  Strength 

But  these  are  small  problems  com- 
pared with  the  ones  Burroughs  faced 
less  than  half  a  decade  ago.  All  will 
yield  to  improvement  as  cash  flow 
picks  up  and  as  personnel  gain  experi- 
ence and  confidence. 

The  strengths  meanwhile  are  im- 
pressive. Burroughs'  accounting  is, 
after  IBM's,  among  the  most  conser- 
vative in  the  industry. 

It  depreciates  its  machines  in  four 
years,  does  not  defer  any  marketing 
or  research  costs,  and  has  never 
swelled  earnings  by  using  a  sale  lease- 
back arrangement.  This  means  that 
reported  profits  are  solid  profits,  not 
borrowed  from  the  future. 

The  greatest  strength  of  all,  how- 
ever, is  that  Burroughs  now  has  a 
clear  sense  of  direction.  It  is  target- 
ing its  long-term  growth  on  a  distinct 
and  rapidly  growing  portion  of  the 
computer  market:  medium  and  large 
terminal-oriented  systems. 

"We  expect  to  grow  20%  a  year  and 
to  get  an  increasingly  large  percent- 
age of  the  market,"  says  Macdonald. 
Almost  all  top  managers  make  state- 
ments like  that  these  days.  But  in 
this  case  the  words  have  considerable 
force.  Macdonald  has  earned  the  right 
to  talk  that  way,  and  Burroughs  the 
right  to  be  taken  most  seriously  in  the 
computer  business.  ■ 
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Chronic  slumitis  —  the  festering 
nt?r  that  gnaws  at  the  vitals  of  America's  large  cities.  It's  a  big  problem.  A  multi-billion  dollar  prob- 
Ho  single  person,  or  corporation,  has  the  complete  cure.  But  Crane  is  concerned  . . .  and  concern 
d  to  involvement.  We're  attacking  the  problem  in  the  area  we  know  best  —  the  mechanical  core 
ikv  and  rejuvenated  buildings  —  with  emphasis  on  lasting  quality  at  a  practical  price.  Stepped-up 
d;  research  has  produced  such  quality-at-practical-cost  products  as  a  pre-built  modular  bathroom 
tiistalls  in  half  a  day;  unitized  apartment  kitchenettes;  miniaturized  heating  and  cooling  systems. 
'{•  attacking  a  part  of  a  part  of  a  very  complex  problem  with  our  own  special  brand  of  creative 
flmanship.  Urban  renewal  is  a  growing  challenge.  But  as  the  challenge  grows,  so  grows  Crane. 
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Paradox  at  General  Mills 

Earnings  are  soaring.  And  still  the  company  is  unhappy. 


Other  companies  fret  and  fume  be- 
cause sales  are  rising  faster  than  earn- 
ings. At  General  Mills,  Inc.,  the  situ- 
ation is  exactly  the  opposite.  Earn- 
ings are  just  great.  Dining  the  past 
ten  years  they  have  grown  86%  to 
$31.3  million  in  the  fiscal  year  ended 
Ma<  26,  a  record  almost  as  good  as 
General  Food's  93%.  The  net  profit 
margin,  meanwhile,  has  risen  From  3% 
to  4.7%,  still  a  long  way  from  General 
Foods'  nearly  6%  but  getting  there. 

What  makes  President  James  P.  Mc- 
Farland  unhappy  is  that  sales  haven't 
kept  up  with  this  increase.  McFarland, 
who  took  over  as  ehiel  executive  offi- 
cer  from  Chairman  Edwin  W.  Raw- 
lings  six  weeks  ago.  sees  his  main  job 
as  boosting  sales  until  they  are  in  step 
with  earnings. 

The  paradox  at  General  Mills — earn- 
ings racing  far  ahead  of  sales — was 
the  result  ol  a  deliberate  policy  in- 
stituted by  Kawlings  when  he  became 
duel  executive  officer  in  1961.  Under 
Rawlings,  General  Mills  closed  nine  of 
its  17  low-margin  flour  mills  and 
started  concentrating  on  packaged 
consumer  products  that  carried  higher 
margins,  such  as  Betty  Crocker  cake 
and  baking  mixes  and  prepared  cas- 
seroles    In   dropping   the   hulk   of   the 

iness,    Rawlings    also 

ped  quite  a  volume  of  sales.  Re- 

i  ten  years,  sales  have 

B  l)  million,  com- 

i  oods'  increase  of 

h   company   now." 
Mel  ,d   by   growth  we 

mean  i  ..  have  to  have 

the  sah  i  ,,    l  ,n  a  sales  and 

marketing  course  I'm  in- 

terested in  rowth,  We  cer- 

tainly would  like  to  hit  $1  billion  in 
sales  in,  maybe,  a  couple  of  years — 
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One  Up,  One  Down.  President 
James  P.  McFarland  of  General 
Mills  (above)  has  found  that  it 
is  not  easy  to  hold  market  share 
for  one  product  while  introduc- 
ing another.  Last  year  Big  G 
fried  so  hard  to  show  a  gain  in 
snack  sales  that  it  almost  ne- 
glected cereals.  When  marketing 
men  rushed  back  to  bolster 
cereals,     snack     sales     suffered. 


and,  hopefully,  a  little  sooner."' 
If  McFarland  is  being  realistic,  he 
intends  to  increase  sales  more  than, 
20%  a  year  for  the  next  year  or  two. 
That's  a  pretty  hefty  job  in  any  in- 
dustry, and  especially  in  the  food  in- 
dustry where  volume  depends  on  shelf 
space  in  supermarkets,  retail  prices 
and  an  overwhelming  advertising  and 
promotion  campaign.  "We  plan  to  in- 
crease our  sales  through  internal 
growth  and  acquisitions,"  McFarland 
explains.  "The  outstanding  things  that 
have  happened  in  this  companj  arc 
the  genius  of  dreams  and  guts.  We 
plan  to  continue  that  approach." 

Needed:  "Staple  Status" 

True,  that  approach  has  led  Gen- 
eral Mills  into  consumer  products  not 
related  to  its  background  in  flour  mill- 
ing: frozen-fish  products,  Tom  Hus- 
ton salted  snacks,  Smith's  snacks  in 
Britain  and  a  whole  new  division 
comprising  crafts,  games  and  toys.  Add 
to  these  the  Betty  Crocker  packaged 
goods,  boxed  snacks  (like  Daisy's 
Bugles  and  Bows)  and  the  Big  G  line 
of  cereals  (including  Cheerios  and 
Wheaties).  The  result  is  a  shopping 
cart  full  of  highly  profitable  products. 
Yet,  with  the  exception  of  Betty 
Crocker  mixes,  Bisquick  flour  and 
some  cereals,  none  of  General  Mills' 
consumer  products  have  achieved 
"staple  status" — habitual  buying  by 
consumers  to  create  sales  volume. 

Yet,  McFarland  is  getting  there. 
For  the  first  quarter  of  fiscal  1969, 
sales  growth  exceeded  earnings  growth. 
If  this  pattern  holds  true  for  the  rest 
of  the  year — without  earnings  slipping 
from  their  1967-68  record — McFar- 
land will  have  a  strong  profit  base  on 
which  to  build  his  volume  business. 
Nevertheless,  he  has  to  be  cautious 
not  to  burden  earnings  with  the  cost- 
ly development  and  marketing  of  new 
products  and  not  to  dilute  earnings 
per  share  in  making  acquisitions, 
(Man\-  of  General  Mills'  acquisitions 
in  the  past  three  years  have  been 
made  with  cash  generated  from  the 
closings  of  flour  mills;  however,  earn- 
ings per  share  in  the  last  ten  yean 
have  increased  only  58'."  vs.  the  86% 
gain  in  net  earnings  because  of  some 
purchases  with  new  stock.) 

Chances  are  that  for  a  while  earn- 
ings will  continue  to  outpace  sales 
unless  McFarland  can  1 )  pull  off 
an  acquisition  of  a  high-volume  food 
company  (and  invite  objections  from 
the  Justice  Department),  or  2)  sub- 
stantially hike  the  share  of  market  for 
snacks,  games,  toys,  crafts  and  con- 
venience  foods,  or  any  new  products 
General  Mills  has  under  study. 

So  far,  the  emphasis  has  been  on 
acquisitions.  But,  says  McFarland, 
"\\  ell  do  both."  ■ 
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\bur  best  customers.  Are  they 
getting  the  best  of  you? 


They  might  demand  too  much.  Too  much  credit  and 
at  terms  that  are  too  easy.  Perhaps  you  have  to  carry 
too  much  inventory  to  satisfy  their  needs.  Maybe  this 
means  too  much  plant  investment.  Then  it's  only  a 
matter  of  time  before  all  your  working  capital  is  tied 
up.  Then  your  profit  goes.  Then  maybe  your  business. 

Continental  Bank  is  deeply  involved  in  helping 
companies  of  all  sizes  eliminate  receivable  problems 
that  tighten  the  cost /profit  squeeze. 

Our  solutions,  however,  are  never  the  same.  They 
vary  from  customer  to  customer,  from  industry  to 
industry. 


In  fact,  Continental  Bank  is  so  acutely  aware  of 
the  differences  among  industries  that  our  staff  has 
specialists  in  every  industrial  and  service  category. 

Within  each  category  are  men  thoroughly  familiar 
with  the  problems  and  opportunities  which  exist  in  an 
industry.  Their  recommendations  are  thus  based  on 
in-depth  knowledge  that  pays  off  in  creative  solutions 
to  your  financial  problems.  By  looking  beyond  bal- 
ance sheets  and  income  statements,  Continental  often 
establishes  totally  new  patterns  of  finance. 

In  brief,  Continental  Bank  can  help  you  find 
the  best  solutions  to  problems  relating  to  your  best 
customers.  So  call  Continental  Bank. 
For  the  sake  of  your  business. 

It's  what  you'd  expect  from 
the  biggest  bank  in  Chicago. 

Continental  Bank 


Continental  Illinois  National  Bank  and  Trust  Company  of  Chicago.  231  South  LaSalle  Street,  Chicago,  Illinois  60690.  Member  F.D.I.C. 


If  you  work  in  Denver 

and  compute  in  Dubuque, 

talk  to  RCA. 

We  specialize  in 

computers  that  communicate. 


Strong,  silent  computers  are  a  thing  of  the  past.  Today,  they  have  to 
communicate.  From  the  next  room  or  a  continent  away. 

That's  where  RCA  comes  in.  Our  Spectra  70  Computers  communi- 
cate. And  they  should.  We've  had  nearly  50  years  of  communications 
experience. 

RCA  computer  communications  systems  are  at  work  for  state  and 
local  governments.  Telephone  companies.  Major  manufacturers. 
National  motor  carriers.  Aerospace  companies.  And  many  others. 

Each  customer's  computer  communications  problem  was 

solved  in  a  special  way.  At  RCA,  uncommon  solutions  are  common 

events.  With  good  reason. 

One  reason  is  the  Spectra  70  Computer  itself.  It  is  designed  with 
communications  in  mind.  And  it's  compatible.  You  can  probably  use 
the  remote  terminals  you're  using  now  without  disturbing  your 
routine.  Or  retraining  your  personnel.  Or  extensive  reprogramming. 

Also,  we  have  a  complete  line-up  of  people-oriented  programs 
and  peripherals  to  go  with  the  Spectra  70  Computer. 

It  all  gets  the  support  you'd  expect  from  RCA.  Our  systems 
specialists  help  design  your  system,  train  your  personnel  and  bring 
the  system  into  full  operation.  We  review  and  monitor  complex 
systems  periodically  to  make  sure  they're  producing  the  maximum. 

The  world  of  communications  is  changing  constantly.  And 
RCA'&experience,  specialized  personnel  and  continuing  research 
are  keeping  pace.  As  a  result,  we  offer  the  best  solutions  to 
computer  communications  problems. 

Communicate  with  us.  RCA  Information  Systems,  Camden, 
New  Jersey  081 01 .  (609)  424-2385. 
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Can  Kodak  Come  up  with  an  Encore? 

Investors  are  wondering,  but,  whether  it  does  or  not,  the 
Rochester  company  will  remain  a  phenomenal  success. 


One  of  the  most  successful  com- 
panies in  the  annals  of  corporate 
business,  Rochester's  (N.Y.)  East- 
man Kodak  Co..  won't  do  nearly  as 
well  in  the  next  few  years  as  it  has 
during  the  last  few.  It  couldn't  po'ssi- 
bly.  For  Kodak's  revolutionary  Insta- 
matic  camera  and  other  technological 
developments  brought  the  company 
an  average  annual  growth  in  earnings 
of  25'?  since  1963.  And  no  company 
with  sales  of  $2.5  billion  can  keep 
that  up  indefinitely. 

Moreover,  Kodak  has  been  losing 
some  of  its  share  of  the  U.S.  photo- 
graphic market  since  1960.  Such 
competitors  as  Polaroid  Corp.,  GAF, 
Bell  &  Howell,  3M  and  a  host  of 
foreign  companies  have  been  nibbling 
away  at  the  rapidly  expanding  $3- 
billion  market.  Although  Kodak  last 
year  accounted  for  over  40"  of  gross 
national  photo  product  in  the  U.S., 
this  was  down  from  over  50%  in 
1960. 

This  is  not  a  cause  for  alarm,  how- 
ever, for  Kodak  still  is  growing  faster 
than  most  companies  of  its  size  in 
the  U.S.  and  still  is  one  of  the  most 
profitable  companies  of  its  size,  with 
a  return  on  investment  of  about  23%. 
Furthermore,  it  has  increased  its  mar- 
ket share  in  home  movies  and  still 
color  film,  both  key  markets.  The 
growth  rate  cannot  possibly  continue 
at  252,  but  it  could  be  at  least  10%, 
and  that's  nothing  to  sneeze  at:  Ko- 
dak already  makes  an  awesome  $352 
million  after  taxes. 

One  reason  Kodak  may  be  able  to 
keep  up  such  a  pace  is  that  millions 
of  new  customers  it  acquired  with  the 
Instamatic  have  not  yet  started  trad- 
ing   up.     In    addition,    according    to 
Chairman  and  Chief  Executive  Officer 
lughan,   65,  "We  think 
of  the  amateur  camera- 
public  has   a    cartridge-type 
camera.  So  I   would  say    there  is  an 
opportun  oSace    these   older 

cameras — the  ay    people 

do   it   eve  This 

is  crucial  bee  i  r  film 

with    Instamati 
than  with  traditi  iras. 

When    it   a  ipgrading   to 

color  film,  Vaughn  mite  hope- 

ful. Color  film   is  deal  more 

expensive  than  bl  hite.  Thus 

as  the  trend  toward  continues, 

it  should  have  a  leveraging  effect  on 
Eastman  Kodak's  amateur  film  sales, 
which  already  amount  to  $240  million 
a  year — 903!  in  color  by  dollar  volume. 
Some  industry  analysts  figure  Kodak 
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makes  60%  to  70%  (before  taxes)  on 
such  color  film,  which  means  that  at 
least  $65  million  of  Kodak's  $352-mil- 
lion  net  last  year  came  from  this  one 
item.  Amateur  color  film  may  well  be 
the  most  profitable  consumer  product 
in  the  country.  Including  Polaroid's 
$60-million  sales  in  color  film,  Kodak 
now  has  over  70%  of  the  market. 

Upgrading  is  also  taking  place  in 
the  level  of  camera  sophistication. 
Says  Kodak's  Vaughn:  "Many  pur- 
chasers find  they  can  take  pictures 
under  slightly  more  adverse  conditions 
with  higher-priced  models."  They  will 
likely  have  been  weaned  on  Kodak 
cameras,  of  course.  The  company 
accounts  for  better  than  one  out  of 
every  two  cameras  sold  in  the  country. 

Vaughn  is  confident  that  the  pho- 
tographic market  will  continue  to  ex- 
pand at  a  rate  twice  as  fast  as  the 
gross  national  product,  partly  because 
family  incomes  are  in  a  sharp  up- 
trend. "That  figure  is  expected  to  rise 
from  under  S8,000  last  vear  to  more 


Fingers  Crossed.  As  a  mathemati- 
cian and  Rhodes  scholar,  Vaughn 
realizes  "thai  no  product,  even  the 
Instamatic  camera  and  film,  can 
avoid  a  downturn  in  the  growth 
curve."  Fortunately,  it  has  not  come 
yet.  And  Kodak  is  hard  at  work 
dreaming  up  new  wrinkles  to  delay 
still     turther     that     inevitable     day. 


than  $11,000  by  1975,"  he  says.  "Our 
studies  indicate  that  families  earning 
$10,000  a  year  or  more  average  twice 
as  many,  photos  as  those  earning  less." 

Kodak  has  sought  to  achieve  the 
same  breakthroughs  in  the  nearly 
$200-million  home  movie  market  with 
the  introduction  of  Super  8  film  and 
cameras  in  late  1965.  To  date  it  has 
had  only  limited  success  because  the 
costs  are  considerably  higher,  and  Ko- 
dak's competition  in  the  market  is 
stiffer.  Furthermore,  movie  cameras 
as  yet  aren't  as  amateur-proof  as  still 
cameras,  the  most  notable  of  the  latter 
being  the  Instamatic,  whose  users 
find,  incredibly,  that  at  least  11  out 
of  12  shots  come  out  right. 

Kodak  is  working  hard  to  automate 
the  movie-taking  process  because  it 
almost  exclusively  chews  up  high- 
margin  color  films,  brings  in  more 
sales  dollars  per  unit,  and  the  market 
is  less  than  20%  saturated. 

Amateur  photography — 28%  of  sales 
— leads  Kodak  into  its  domestic  $825- 
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million  commercial  and  industrial 
photography  market  as  well.  In  addi- 
tion to  at  least  $100  million  in  color- 
processing  volume  (it  does  not  process 
black-and-white  film).  Kodak  is  a 
major  supplier  of  paper,  processing 
equipment  and  chemicals  to  independ- 
ent finishers,  professional  photogra- 
phers and  industrial  photo  depart- 
ments. Volume  in  these  areas  has 
doubled  in  less  than  five  years  and 
margins  have  soared  because  of  grow- 
ing use  of  color  film. 

Color  television's  rapid  growth  has 
also  meant  .1  bonanza  for  Eastman 
Kodak.  For  several  years  volume  in 
color-movie  film  had  become  relatively 
stagnant  as  movie  studios  cut  back 
0  1  operations  in  the  early  1960s. 
Since  1964.  however,  this  has  changed 
dramatically  because  of  color-TVs 
demand  for  film.  Now  about  803  ol 
prime-time  TV  programming  is  in 
color  film.  Today  professional  motion 
picture  film  volume  is  a  $150-million 
business  for  Kodak  1  9.  $90  million  in 
1963 

The  company  has  foi  years  had  a 
stranglehold  in  X-ray  film  and  proces- 
sing equipment,  which  has  been  grow- 

I    an   annual    rate   of   better    than 

Ki.  Until  late  1966  it  had  about  half 
the  business,  now  S140  million,  while 
du  Pont  accounted  for  one-third. 
Then  Kodak  brought  out  a  new  sys- 
tem, RP  X-Omat,  which  processes 
film  in  90  seconds  vs.  six  minutes, 
is  one-fourth  as  expensive  and  one- 
fourth  the  size  of  competitive  models 
and  uses  only  Kodak  film.  Kodak's 
share  of  market  naturally  has  increased 
further.  Kodak  also  blowtorched  du 
Pont  back  in  the  early  Sixties  when 
du  Pont  announced  it  was  entering 
the  consumer  color-film  market.  Kodak 
immediately  countered  with  a  superior 
color  film  which  forced  du  Pont  to 
throw  in  the  sponge. 

Still  other  commercial  areas  where 
Kodak  has  leading  positions  are  in 
microfilm,  a  $200-million  market,  and 
the  graphic  arts  industry  where  new 
color  and  photo-offset  developments 
arc  expanding  rapidly. 

Dr.  Louis  K.  Eilers,  61,  Kodak's 
president,   feels   both   of   these   fields 


More  Than  A  Company.  East- 
man Kodak  is  literally  an  in- 
dustry unto  itself.  The  company 
produces  its  own  raw  materials 
on  a  vast  scale.  That's  how  its 
chemical  operations  got  started. 
Today  it  sells  85%  of  its  chem 
icals   outside    of  Kodak. 

Research  at  Kodak  is  practical 
and  results  in  a  new  or  im- 
proved product  brought  out 
twice  a  week.  Some  of  the 
products  shown  above,  like 
Kodel  Fiber,  the  KOM  Micro- 
filmer,  are  fruits  of  that  research. 


offer  substantial  opportunities  for 
Kodak,  particularly  information  re- 
trieval. He  says:  "The  thing  we  would 
like  to  see  is  a  marriage  between  our 
Recordak  microfilm  system,  which  is 
ideal  for  storing  information,  and  vari- 
ous computer  systems."  In  this  con- 
nection Eilers  points  to  Kodak's  recent 
introduction  of  its  new  KOM-90 
Microfilmer,  which  processes  com- 
puter output  tapes  rapidly  into  readily 
readable  images. 

Not  that  Kodak  doesn't  have  its 
problems.  The  company,  at  a  cost  of 
$5  million,  threw  in  the  sponge  some 
19  months  ago  in  the  U.S.  magnetic- 
tape  field  after  years  of  trying  to 
crack  3M's  dominant  position  in  the 
market.  Officially,  Eilers  states  the 
reason  the  company  ithdrew  was 
that  Kodak  felt  that  other  companies 
had  a  better  product.  But  he  also 
hints  that  despite  its  growth  the 
market  was  getting  crowded,  and 
Kodak  doesn't  like  to  stay  in  a  field 
where  its  prospects  are  quite  limited. 
Furthermore,  mighty  IBM  has  in- 
vaded the  field  and  is  planning  major 
additions  to  its  production  in  the  next 
two  years  which  will  almost  certainly 
play  havoc  with  the  market. 

Trouble  with  Copiers 

In  the  booming  office  copy  market 
Kodak  has  had  to  watch  Xerox  and 
others  run  away  with  the  laurels  with 
their  electrostatic  copiers  while  Ko- 
dak's wet  process,  Verifax  (estimated 
at  $40  million  in  sales),  has  gone  no- 
where in  the  U.S.  All  Vaughn  will  say 
is:  "You  have  to  wait  until  you  can 
get  something  superior.  .  .  .  Joe  Wil- 
son's [Xerox'  chairman]  patent  attor- 
ney, Mr.  Linowitz,  has  done  very  well 
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And,  of  course,  Kodak  still  hasn't 
come  up  with  a  rival  to  Polaroid's 
instant  picture  camera,  despite  a  re- 
search budget  of  some  $120  million 
annually,  at  least  two-thirds  of  which 
goes  for  photograph)".  However,  there 
are  the  usual  unconfirmed  reports  that 
Kodak  may  come  out  with  a  black- 
and-white  version,  because  a  number 
of  Polaroids  patents  are  slated  to  ex- 
pire. Polaroid's  basic  color  patents 
won't  expire  until  the  late  Seventies. 
In  the  meantime  Kodak  is  contenting 
itself  with  selling  a  substantial  vol- 
ume of  paper,  film  base  and  other 
chemicals  to  Polaroid  as  its  color  sales 
rapidly  expand. 

Last  year,  Kodak  demonstrated 
again  that  it  could  stub  its  toes.  It 
barely  managed  an  earnings  increase 
of  2?  over  1966.  A  combination  of 
circumstances,  including  currency  de- 


valuations, dealer  oversupplies,  rising 
silver  prices,  a  sharp  price  slump  in 
its  fiber  operations  and  higher  depre- 
ciation charges  all  conspired  to  hold 
earnings  almost  flat.  This  year  Kodak 
straightened  itself  out,  and  earnings 
are  running  10?  ahead  of  last  year's, 
despite  the  tax  increase. 

Xo  one  can  have  all  winners,  but 
few  multibillion-dollar  corporations 
have  had  as  many  winners  as  Kodak. 
Furdiermore,  Kodak  also  has  several 
other  potentially  valuable  products 
going  for  it.  Kodaks  Kodel  poly- 
ester fiber  seems  likely  to  turn  into 
a  big  money-maker,  particularly  in 
the  carpet  market.  Says  Eilers,  "It's 
our  Instamatic  of  the  rug  field.''  Poly- 
ester fiber  already  is  a  SlOO-million- 
dollar-a-year  business  for  Kodak,  and 
the  company  is  adding  another  67? 
to  existing  capacity.  All  told,  chemi- 
cals are  a  S440-million  business  but 


provide  only  about  10?  of  profits. 

Finally,  Kodak  can  look  to  its 
rapidly  expanding  foreign  operations 
(28?  of  sales)  to  aid  earnings  because 
sales  are  growing  a  third  faster  than 
the  U.S.  operations.  And,  according  to 
Dr.  Austin  J.  Gould,  head  of  Kodak 
Overseas.  "We  have  barely  scratched 
the  potential  there.  In  color,  the  ratio 
is  the  reverse  of  what  it  is  in  the  U.S. 
Today  foreign  sales  are  already  equal 
to  the  domestic  sales  level  of  little 
more  than  a  decade  ago. 

Meanwhile  Kodak  management  is 
seeing  to  it  that  any  further  potential 
winners  will  not  turn  out  to  be  lost 
opportunities  (see  box).  Any  company 
that  can  sell  more  cameras — 25  mil- 
lion Instamatics — in  4h  years  than 
it  did  in  the  previous  ten  isn't  missing 
too  many  bets.  In  the  end,  few  com- 
panies of  Kodak's  size  can  really 
claim  to  do  so  many  things  so  well.  ■ 
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YESTERDAY'S  SUCCESSES  ARE  IRRELEVANT 
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Does  Kodak  have  a  magic  touch? 
Not  necessarily,  as  Chairman  Wil- 
liam S.  Vaughn  would  be  the  first 
to  admit.  The  company  has  had  its 
share  of  failures  over  the  years. 
Moreover,  some  of  its  successes 
have  been  delayed  for  years.  It 
took  the  combined  threat  of  du 
Pont  s  entry  into  amateur  color  film 
and  the  advent  of  Polaroid's  eolor- 
picture-a-minute  to  produce  the 
necessary  urgency  for  Kodak  to 
bring  out  its  own  revolutionary 
Instamatic  camera  and  high-speed, 
sharper  color  film. 

Kodak  is  having  to  recognize 
that  it's  not  perfect  and  that  the 
world  is  a  much  more  complex 
place  today.  Witness  its  inability 
to  appreciate  the  impact  of  its  con- 
futed handling  (in  1966)  of  the 
growing  minority  groups'  pressure 
for  jobs.  Kodak  employs  nearly 
e  in  the  U.S.  alone, 
whom  are  in  the 
Rochester  ai  e 

-     bigger    and 
pushes  into  newer  mar- 

kets, such  is.  ;  n.  information 

retrieval  and  s  be- 

ing forced   b  its  structure 

to  meet  the  rapidly  changing  en- 
vironment. The  trouble  has  been 
that  the  old  management  structure 
at   Eastman  Kodak  v.  ■;-,  to 

handle  major  de> 
mittee  basis. 

Kodak   has   an   inside    : 
directors.  Ten  are  officers,  fiv. 
outsiders.   It  also  lias  an  executive 
committee  that  reports  to  the  board. 
Thus,   according   to    Dr    Louis    K. 
Eilers.  a  major  architect  ot  the  new 


management  setup,  'Too  many  de- 
cisions were  being  made  by  the 
board  that  were  not  in  the  prov  ince 
originally  intended.  Furthermore, 
to  be  on  the  executive  committee, 
which  reports  to  the  board,  you 
had  to  be  a  director."  As  a  result, 
many  key  officers  of  Kodak  did  not 
have  a  direct  voice  in  top  man- 
agement decisions. 

Eilers  has  formed  an  operations 
committee  of  ten  top  officers,  who 
are  not  necessarily  directors,  to 
help  make  key  operating  decisions 
for  Kodak.  Each  is  given  the  re- 
sponsibility of  a  major  division  of 
the  company,  whereas  previously 
there  were  several  managers  with 
little  clear-cut  authority.  All  report 
to  him. 


"^ 


Eilers  of  Kodak 


In  effect.  Eilers  has  shifted  sig- 
nificant power  out  of  the  hands  of 
what  in  recent  years  has  tended  to 
be  a  cautious,  slow-to-act  board 
of  directors,  to  himself  and  the 
other  operating  officers.  William 
Vaughn  will  be  66  shortly,  and 
in  the  spring  the  board  will  have 
to  vote  on  whether  he  can  con- 
tinue as  chief  executive  officer  for 
another  year.  It  could  well  be  that 
Vaughn  would  relinquish  that  post 
but  continue  as  chairman  of  the 
board. 

Eilers  also  points  to  the  promo- 
tion of  Frederic  S.  Welch — for- 
merly a  vice  president  under  Ger- 
ald B.  Zornow's  marketing  division 
— to  vice  president  and  director  of 
corporate  relations.  This  is  an  indi- 
cation of  the  importance  he  places 
on  Kodak's  image  to  the  public, 
something  the  company  to  its  sor- 
row had  neglected. 

One  might  be  tempted  to  say  it 
doesn't  matter  how  Kodak  is  man- 
aged; it's  the  products  and  market- 
ing ability  that  count,  and  Kodak 
has  them.  However,  if  a  company, 
even  a  Kodak,  doesn't  organize  it- 
self to  quickly  take  advantage  of 
opportunities,  they  are  often  lost 
to  others  who  do  hav  e  the  organiza- 
tion. Kodak,  with  all  its  wealth  of 
technology,  doesn't  have  the 
stranglehold  it  once  had  on  re- 
search. Companies  like  Xerox,  Pol- 
aroid. 3M  and  IBM.  among  others, 
are  looking  at  Kodak's  markets 
with  hungry  eves. 

Kodak  is  only  too  well  aware 
that  yesterday's  successes  are  irrele- 
vant  tomorrow. 
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agram's  Benchmark  Kentucky  Straight  Bourbon  Whiskey.  86  Proof.  Joseph  E.  Seagram  &  Sons,  Louisville  Ky 


Introducing: 
Craftsmanship  you  can  taste. 

Benchmark  Bourbon  isn't  something  special  just 
because  Seagram  puts  their  name  on  it. 

It's  because  the  distillers,  scientists,  coopers, 
tasters  and  all  the  other  artisans  who  make 
Benchmark  still  believe  in  values  with  an  old  American 
ring  to  them  :  Values  like  quality,  dedication,  vision, 
respect  for  one's  craft. 

They  expected  a  lot  from  themselves. 
And  they  got  it. 

Benchmark  — Seagram's  Premium  Bourbon. 
Measure  your  Bourbon  against  it. 
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What  works 

for  Avis  could  be  good 
for  the  country. 


What  can  a  poor  guy  do  about  that  character  in  the 
office  who  comes  in  to  shoot  the  breeze  when  you're  up 
to  your  eyeballs  in  work? 

Or  that  guard  at  the  bank  who  won't  open  the  door 
when  you  show  up  a  few  seconds  after  closing? 

Or  that  person  on  your  party  line  who  wouldn't  hang 
up  even  if  you  told  her  your  house  was  on  fire? 

What  this  country  needs  is— well,  some  nice  way  to  tell 
off  all  those  inconsiderate,  unhelpful  people  who  bug  you. 

We  think  we  have  it. 

Bug  stickers.  We  give  each  Avis  customer  a  set  of  bug 
stickers— to  pinpoint  trouble  so  we  can  get  on  it  right  away. 

It  keeps  us  on  our  toes.  Keeps  us  trying  harder.  (And, 
incidentally,  also  helps  keep  us  in  the  running  for  No.  1.) 

But  there's  no  reason  why  you  can't  use  the  stickers 
for  the  other  things  that  bug  you. 

They're  yours  for  the  asking  at  all  Avis     ^e  t^x) 
counters.  Whether  you  rent  a  shiny  new 
Plymouth  from  us,  or  not. 

So  pick  up  a  set  and  start  sticking. 

If  it  works  for  Avis,  why  not  the  whole 
country? 


©AVIS  RENT  A  CAR  SYSTEM,  INC..  A  WORLDWIDE  SERVICE  OF  ITT 


Clarkgets 
tilings  moving 


How  to  handle  your  drinks.  Thousands  of  thirsty 
people  waiting  for  a  cold  soda.  Hustle  the  pop  bottles 
from  warehouse  to  loading  dock.  Move  too  slow  and 
miss  a  delivery— too  fast  and  risk  a  smashing  mess. 
With  more  capacity  than  any  previous  truck,  new  Clark 
forklifts  speed  orders  on  their  ways,  on  time  and 
unbroken.  They're  part  of  a  Clark  material  handling 
system  that  gets  drinks  moving  from  soda  bottler  to 
shopping  basket.  From  the* same  company  that  builds 
earthmoving  equipment,  truck  trailers,  axles, 
transmissions  and  commercial  food 
refrigeration.  Clark  Equipment  Company, 
Buchanan,  Michigan  49107 


EQUIPMENT 


r-  ,    •  »-  »  »4 


** 


i*J 


>«. 


!   \.£m 


\\ 


.Lk 


«***•  •  ••  ./*> 


-    '   I 


W<A 


The  Pause  That . . .  ? 

Do  growth  companies  always  grow?  Well,  Corning 
Class  Works  is  a  growth  company  if  there  ever  was 
one,  and  yet  its  earnings  are  off  this  year  and  last. 


The  Corning  Glass  Works  is  one 
of  the  strongest  companies  in  Ameri- 
can industrial  history.  It  specializes 
in  high-technology  glass,  and  in  many 
of  its  markets  it  has  50?  or  more  of 
industry  sales.  Its  sales  and  earnings 
grow  an  average  of  well  over  10%  a 
year.  Its  return  on  equity  is  19.6%,  com- 
pared with  about  12?  for  most  com- 
panies. Further,  it  invests  an  estimated 
S20  million  a  year  in  research  and  de- 
velopment; its  superb  laboratories  have 
consistently  found  new  uses  for  glass, 
one  of  the  most  versatile  materials 
around.  Corning  is  well  diversified;  its 
glass  goes  into  many  very  substantial 
but  separate  markets — consumer,  de- 
fense, industrial. 

All  of  this  the  stock  market  recog- 
nizes. Corning  common  normally  sells 
at  about  40  times  earnings,  compared 
with  only  17  times  for  the  Dow-Jones 
industrial  average  stocks. 

You   Can't    Control   It   All 

Control  of  Corning  could  not  be  in 
stronger  hands.  The  founding  Hough- 
ton family,  alter  five  generations,  is 
still  in  the  driver's  seat.  The  family, 
with  its  foundations,  owns  a  solid  31% 
of  the  stock,  worth  about  S700  million 
on  the  market.  Chairman  of  the  Board 
Amory  (Amo)  Houghton  Jr.,  42  years 
old  and  a  great-great-grandson  of  the 
founder,  is  a  thoughtful,  tough,  dedi- 
cated chief  executive  who  can  con- 
centrate on  his  job  without  having  to 
worry  about  raids  and  tender  offers. 
The  company  practically  is  Corning 
N.V.,  the  little  (population,  40,000)  up- 
state town  where  it  is  headquartered. 
Corning  Class  built  Coming's  cultural 
center  and  it  signs  three  out  of  five  of 
Coming's  paychecks.  There  hasn't  been 
H  strike  at  Corning  Glass  since  the 
1880s. 

But  you  cannot  control  everything, 
as  Amo  Houghton  found  out  last  year 
when  per-share  earnings,  including 
equity  in  undistributed  earnings  of  its 
major  affiliates,  sank  17%  (the  biggest 
drop  in  over  ten  years)  and  this  year 
they  won't  be  much — if  any — better. 

The  problem  with  Coming's  profits 
last  year — and  this  year,  too,  for  that 
matter — came  from  areas  that  are 
really  outside  Coming's  control.  Its 
customers,  for  example.  Corning  makes 
over  50%  of  the  glass  used  by  Amer- 
ican manufacturers  in  TV  tubes.  Two 
or  three  years  ago  color-TV  manufac- 
turers saw  the  market  going  ever  up- 
ward   and    placed    huge    orders    for 


Noblesse  Oblige.  Harvard  ed- 
ucated Amory  (Amo)  Houghton 
Jr.  is  the  fifth  generation  of  his 
family  to  head  the  Corning  Glass 
Works.  Acutely  conscious  of  his 
heritage,  he  works  hard  at  keep- 
ing Corning  a  growth  company 
and  at  improving  Corning  N.Y., 
his    headquarters    city. 


tubes.  Color-TV  sales  nearly  doubled 
from  1965  to  1966.  In  1967  they  grew 
only  14%. 

Whether  Houghton  shared  the  TV 
industry's  vast  optimism  or  not,  he 
either  had  to  humor  them  by  expand- 
ing his  capacity  or  see  them  go  over 
to  such  competitors  as  Lancaster  Glass 
and  Owens-Illinois.  He  chose  to  ex- 
pand capacity.  Between  1965  and  1966 
Corning  more  than  doubled  capital 
expenditures.  The  $74  million  it  spent 
in  1966  equaled  17%  of  the  company's 
1966  sales.  Not  even  rich  Corning 
could  pay  for  all  this  out  of  cash  flow. 
It  raised  its  long-term  debt  from  a 
modest  $8  million  to  $61  million.  A 
good  part  of  this  went  for  several  new 
plants  for  TV-tube  glass.  In  addition, 
TV-tube  capacity  was  expanded  in 
existing  plants. 

When  the  inevitable  leveling  off  in 
color  TV  came  last  year  and  this,  Com- 
ing's sales  to  the  TV  industry  dropped. 
This  drop  accounted  for  the  major  part 
of  Coming's  $9-million  decline  (to 
$435.3  million  in  1967).  At  the  same 


time,  the  new  plants  boosted  depreci- 
ation by  $6  million  a  year,  and  Corn- 
ing is  now  paying  interest  on  the  $50 
million  it  borrowed.  Result:  a  decline 
in  net  income  from  $54.2  million 
to  $50  million.  Moreover,  another 
problem  had  come  up:  The  fast- 
est-growing part  of  the  TV-set  mar- 
ket has  become  small  sets,  and  the 
small-set  business  is  dominated  by  the 
Japanese.  The  Japanese  do  not  buy 
their  TV-glass  from  Corning  Glass, 
and  it  is  extremely  unlikely  that  they 
ever  will. 

Corning  is  having  temporary  diffi- 
culties elsewhere,  also  in  areas  that 
are  somewhat  outside  its  control.  Over 
the  years  Corning  has  been  chary  of 
marketing  some  of  its  own  technical 
developments.  It  has  tended  to  market 
many  of  these  products  through  joint 
ventures  with  such  top  marketers  as 
Dow  Chemical,  PPG  Industries  and 
Owens-Illinois.  Thus  Corning  owns 
half  interests  in  Dow  Corning,  which 
makes  silicone  products;  in  Pittsburgh 
Corning,  which  makes  building-block 
glass  for  construction;  and  28.7%  of 
Owens-Corning  Fiberglas  Corp.,  which 
makes  fibrous  glass  used  in  construc- 
tion, automobiles,  textiles  and  appli- 
ances. 

Corning  each  year  reports  its  share 
in  the  earnings  of  these  partially 
owned  companies,  and  last  year  they 
had  even  bigger  declines  than  Corn- 
ing. The  two  smaller  companies,  Dow 
Corning  and  Pittsburgh  Corning,  to- 
gether about  $80  million  in  net  as- 
sets, are  in  various  product  areas  that 
have  yet  to  realize  some  of  the  high 
hopes  held  for  them.  Dow  Coming's 
silicones  (Silly  Putty  is  made  of  sili- 
cones) have  limited  uses  in  the  spe- 
cialty chemical  field.  Pittsburgh  Com- 
ing's glass  blocks  are  one  of  the  first 
items  to  be  cut  when  construction 
goes  down.  Last  year  both  chemicals 
and  construction  were  down,  and 
Coming's  equity  in  the  earnings  of 
the  two  companies  dropped  26%  to 
$6.5  million. 

Big  $376  million  (sales)  Owens- 
Corning  Fiberglas,  also  suffering  from 
the  slump  in  construction,  did  worse. 
Even  with  a  boost  from  an  accounting 
change,  OCF's  earnings,  and  Com- 
ing's equity  in  them,  were  off  over 
32%. 

None  of  this  suggests  even  remote- 
ly that  Coming's  remarkable  growth 
is  ending.  After  all,  a  company  that 
can  take  so  many  lumps  and  still  earn 
19.6%  on  stockholders'  equity  is  a  com- 
pany that  is  in  pretty  fine  shape. 
Coming's  experience,  however,  ought 
to  be  food  for  thought  to  followers 
of  the  growth  cult  who  seem  to  be- 
lieve that  in  a  well-run  company  year- 
to-year  earnings  gains  can  be  virtually 
guaranteed.  ■ 


FORBES,  NOVEMBER  1,  1968 


43 


"The  whole  trouble  with  this  in- 
dustry," says  President  William  T. 
Piper  Jr.,  "is  that  it's  so  pitifully  small. 
Its  total  sales  for  a  whole  year  are  on- 
ly 14,000  units— about  $400-million 
worth."  Piper  is  talking  about  his  own 
small  corner  of  the  aircraft  industry, 
which  includes  all  planes  not  built 
for  use  as  military  planes  or  com- 
mercial airliners:  mostly  single-  and 
twin-engine  craft  used  for  business 
and  pleasure. 

For  Piper  Aircraft  Corp.  of  Lock 
Haven,  Pa.,  which  produces  about  a 
third  of  these  planes,  the  curse  of 
smallness  is  threefold.  First,  despite 
its  high  unit  output — largely  low- 
price,  single-engine  planes — Piper  is 
the  smallest  of  general  aviation's  Big 
Three  in  revenues:  nearly  $95  mil- 
lion for  the  fiscal  year  ended  Sept.  30, 
a  record  but  still  far  behind  Cessna 
Aircraft  (about  $260  million)  and 
Heed  (about  S170  million). 

>d,  Pipei  dependent  on 

i   aircraft,  whereas  its 
tve  diversified  into  mili- 
ition  pro- 
ird,  Pip-  narrowest 

prod.  ml  the  smallest  dealer 

organization 

The  upshol  is  that  Bill  Piper  Jr. 
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is  not  like  Cessna,  which  floppei 

several  planes  but  was  big  enou 

lisk  developing  a  business  jet  (se^ 
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Always  Late.  Piper  Navajo  (top), 
o  business  plane,  came  out  two 
years  after  Cessna's  411.  Piper's 
Pocono,  a  commuter  airliner,  will 
be  two  years  behind  Beech's  99. 
Piper  dominated  air-taxi  sales 
but  missed  the  swing  to  commut- 
er planes.  Now  that  market  is  too 
big   for   Bill  Piper  Jr.   to   ignore. 


Crosswinds 

In  an  industry  as  small  and  cyclical  as  general  aviation,  a  small  company  can't  afford 
many  mistakes.  But  venerable  Piper  Aircraft  also  knows  it  can't  afford  to  remain  small. 

Bill  Jr.,  57,  replaced  his  father  as 
president  and  chief  executive  last 
February.  The  elder  Piper,  dean  of 
the  industry  at  age  87,  remains  chair- 
man. The  Piper  family  owns  about  a 
third  of  the  stock,  and  four  of  the 
company's  top  six  officers  are  Pipers: 
William   T.    Sr.    and   his   three   sons. 

The  next  Piper  coming  along  is  just 
24,  and  some  observers  have  ques- 
tioned the  depth  of  management.  "It 
has  worked  out  well  for  40  years," 
says  Bill  Jr.  "But  whether  we're  go- 
ing to  do  as  well  in  the  future  with 
family  management  remains  to  be 
seen.  We  should  be  smart  enough  to 
appraise  the  situation,  and  if  we  need 
outside  help,  we  should  get  it.  For 
example,  there  are  only  two  members 
of  our  board  who  live  outside  Lock 
Haven.  We've  thought  about  that  for 
a  long  time;  maybe  it's  wrong." 

When  the  elder  Piper  formed  the 
company  he  had  a  single  purpose:  to 
build  small  planes  for  personal  use. 
It  wasn't  until  1954  that  the  com- 
pany built  its  first  twin-engine  plane 
and  not  until  1967  that  it  had  a  plane 
in  the  $100,000  price  class  (the  eight- 
place,  twin-engine  Navajo).  And  it 
won't  be  until  1969  that  the  first 
Pipers  appear  with  pressurized  cabins 
(on  the  Navajo).  Meanwhile,  Beech 
and  Cessna  have  established  them- 
selves in  the  market  for  high-priced 
pressurized  planes. 

Not  Too  Late? 

It  was  the  success  of  Beech  in  the 
twin-engine  field  that  caused  Piper 
and  Cessna  to  expand  their  lines.  But 
Beech's  lead  gave  it  a  leg  up  in  meet- 
ing the  mushrooming  demand  of  com- 
muter airlines  and  air  taxis  for  "mini- 
airliners"  to  fly  short  hops  between 
smaller  cities.  Beech's  turboprop 
model  99,  a  15-passenger  "stretch" 
version  of  its  popular  King  Air  model, 
was  an  instant  success  when  intro- 
duced earlier  this  year  (Forbes, 
June  1,  p.  21);  more  than  100  of  the 
$350,000  planes  have  been  sold. 

Piper's  commuter  craft,  the  16-pas- 
senger  Pocono,  is  already  flying  but 
deliveries  won't  begin  until  mid-1970, 
more  than  a  year  later  than  originally 
announced.  "I  don't  think  we're  late 
into  the  market,"  says  Piper.  "There 
will  be  a  high  demand  for  many 
years."  Even  so,  why  the  delay?  "We 
have  not  yet  decided  on  a  couple  of 
points,  such  as  whether  to  use  turbo- 
prop engines."  The  difference  is  not 
a   mere   detail.   The   original   Pocono 
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.     If 

an  incentive  program 

works  for  only  some 

of  your  salesmen, 

only  some  of  your  salesmen 

are  going  to  work. 


Van  Heusen  presents  the  100%  incentive  program. 


In  most  incentive  programs,  one  out  of  ten  people  wins  something.  Fine 
for  the  one,  but  what  about  the  other  nine?  They  know  they're  not  going  to 
win  so  they  don't  even  try.  That's  why  you  should  consider  Van  Heusen's 
GROWING  FAMILY  OF  ABC  INCENTIVE  AWARDS  program. 

With  our  Gift  Certificate  plan,  winners  choose  gifts  from  our  24-page 
catalog.  Van  Heusen  Vanopress™  shirts  for  men,  women  and  boys.  Men's 
socks,  pajamas,  underwear,  sweaters  and  slacks.  Cricketeer  suits  and 
sportcoats,  J&F  suits,  Windbreaker®  raincoats  and  Arnold  Palmer  jackets. 

And  you  can  easily  afford  to  motivate  100%  of  your  employees  because 
the  Van  Heusen  program  is  reasonably  priced.  There's  no  inventory,  no 
invoicing,  no  paper  work,  no  problems.  Want  details?  Just  fill  in  the  coupon. 

premium  and  incentive  awards  by 

VAN    HEUSEN8 
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be   a   relatively   inexpensive 
))  plane  with  piston  engines 
;t  unpressurized  cabin.  A  turbo- 
prop  version,   especially   one   with   a 
aired  cabin,  would  be  quite  an- 
other craft:    much   faster,  more  com- 
fortable, and  much  more  expensive — 
$350,000.    Vgain  his  problem  is  having 
QO  margin  for  error. 

A  Dollar  Downdraft 

Pipers  vulnerability  was  painfully 
evident  in  H)(i7.  when  (he  whole  in- 
dustry suffered  from  a  slowdown  of 
corporate  and  personal  orders.  Piper 
sales    declined    only    1.1%,    to    $80.4 


million,    but    earnings    dropped 

million,  larger)  because  ol  write- 
downs on  excess  inventory.  In  con- 
trast. Beech,  because  of  its  diversifica- 
tion, was  able  to  increase  sales  and 
earnings,  while  Cessna  increased  sales 
bv  5.751  but  suffered  a  233  decline  in 
ear  nit 

To  be  sure,  Piper  has  many  things 
going  for  it:  a  fine  reputation,  glow- 
ing overseas  sales  (about  a  quarter  of 
its  total  volume),  excellent  products. 
a  strong  though  small  dealer  network. 
Most  important,  the  long-term  indus- 
trv  outlook  is  bullish;  some  experts 
expect    that    the    number    of    general 


aviation  planes  in   use  will  double  to 
200. 000  or  more  within  eight  years. 

How  effectively  Piper  can  take  ad-' 
vantage  of  this  growth  is  not  clear. 
To  a  large  degree,  the  company  still 
is  operating  within  the  limits  set  by 
its  founder.  Says  Bill  Jr.:  "At  the 
present  time,  all  we're  trying  to  do  is 
cover  the  market — from  small  trainers 
to  planes  the  size  of  the  Navajo — as 
completely  as  we  can."  So  well  has  the 
company  succeeded  that  the  name 
Piper  is  synonymous  with  small  air- 
planes. But  it  has  to  decide  whether 
small  planes  are  enough — a  big  deci- 
sion for  a  S95-million  company.  ■ 


■JUST  ANOTHER  AIRPLANE' 


C 


Each  fall,  in  the  manner  of  De- 
troit automakers.  Wichita's  Cessna 
Aircraft  Corp.   unveils  new   models 
to   more    than    a    thousand    dealers 
and    distributors.    Its    single-engine 
model    150   is   the   world's   biggest- 
selling  plane,   and   all    told    Cessna 
sells  about  7.000  civilian   planes  a 
year — nearly    50SE    of    the    entire 
market.    It    has    the    most    models 
and  the  most  dealers   (about 
900).   And   it's  the  oldest    |  1927) 
and    the    largest    of    the    industry's 
Big  Three:   .\\\  estimated  ^200  mil- 
lion   in    sales    and    $13    million    in 
earnings  for  fiscal  19(SS.  About  - 
ot    this    is    military    business — jet 
planes  as  well  as  piston  craft — and 
nail  portion   is  communications 
ipinent  for  aircraft  and  hydrau- 
lic  power    units    for    farm    and    in- 
hinery.    With    such    a 
-••■  rous  busii 
si    month    an- 
i    the  risky, 
;et? 

have 

dustrj  jro  rth 

potential   - 

in      DOl 
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Cheerful  Gambler.  President 
Del  Roskam  scoffs  at  any  sug- 
gestion that  Cessna's  Fanjet  500 
above1  could  fail,  as  did  its 
nine-passenger  four-engine  busi- 
ness plane  in  1956  and  small 
four-place  helicopter  in    1963. 


really  in  the  airline  market  and  our 
business  is  general  aviation — per- 
sonal and  business  planes.  The 
Fanjet  500  is  just  another  series  in 
our  general  aviation  line." 

Roskam  says  that  the  eight-place 
Fanjet  500  will  be  the  lowest- 
priced  business  jet  (under  $600,- 
000)  when  it's  ready  for  delivery 
in  1972.  And  it  will  be  the  only 
one  able  to  use  the  same  short  run- 
ways that  turboprops  can.  In  ef- 
fect, it  will  be  a  compromise  be- 
tween the  high-speed,  high-altitude 
jets  of  today  and  the  short-runway, 
lower-cost  turboprops. 

"We  feel  that  1,000  Fanjet  500s 
in  ten  years  is  a  minimum  goal," 
Roskam  says.  Figuring  100  a  year 
at  $600,000  each,  that's  an  extra 
$60  million  in  sales.  Rut  by  1972 
Cessna  should  be  grossing  at  least 
$300  million,  so  the  jet  business 
would  increase  that  by  only  20%. 

If.  of  course,  the  plane  succeeds. 
Already  there  are  eight  business 
jets  on  the  market,  only  three  of 
which  are  currently  selling  well — 
the  Pan  Am  Falcon  Fanjet ,  the 
Gates  Learjet  and  the  Grumman 
Gulfstream  II.  And  though  Cessna 
has  written  off  many  other  unsuc- 
cessful craft  over  the  years,  it 
has  never  risked  $20  million  or  so 
to  develop  a  single  model.  Obvi- 
ously Roskam  believes  a  $20-mil- 
lion  gamble  is  well  worth  it  when 
a  $600-million  market  is  involved. 

But  Roskam's  problems  are  less 
the  potential  market  for  the  Fanjet 
500  than  the  potential  competitors. 
Giants  North  American  Rockwell 
and  Lockheed  Aircraft  currently 
produce  two  of  the  industry's  oldest 
business  jets,  so  they  could  well  be 
tempted  to  develop  new  models. 
Ami  although  Cessna  is  the  biggest 
of  the  Big  Three,  it's  just  a  midget 
compared  with  the  aerospace  com- 
panies. 


"> 
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"Without  Excitement,  a  Management  Dies 


r? 


Being  the  leader  in  the  vodka  business  is  getting  a  little  bor- 
ing for  Heublein,  Inc.  So  it's  looking  elsewhere  for  excitement. 


Few  companies  have  as  much  to 
brag  about  as  smallish  vodka-maker 
Heublein.  Inc.  (Smirnoff.  Relska.  kos- 
korva,  Arrow  and  Popov).  In  an  in- 
dustiA  that  is  not  only  highly  com- 
petitive but  dominated  by  a  few 
giants — National  Distillers,  Distillers 
Corp..  Schenley  and  Hiram  Walker — 
Heublein  has  fared  amazingly  well. 
During  the  past  decade  it  grew  faster 
than  any  of  these  competitors,  push- 
ing sales  up  337V  to  $384  million. 
What's  more,  its  profitability  in  recent 
years  has  tar  outpaced  everyone  else 
in  the  liquor  industry,  earning  up- 
ward of  15'.  on  total  capital.  And 
the  future  seems  equally  bright. 
Vodka  sales  arc  expected  to  increase 
nearh  651  bv  1972.  making  it  the 
st-growing    liquor    business    next 

-  >tch.  expected  to  gain  some  66%. 
Heublein  holds  one-third  of  the  vodka 
market,  and  will  doubtless  ^et  its 
share   of    new    business 

With  all  of  these  intoxicating  fig- 
ures in  its  favor,  why  then  is  Heublein 
ssivel)  and  happily  spending  its 
hard-earned  money  on  other  busi- 
s?  In  the  past  fixe  years  it  has 
paid  more  than  $8  million  in  stock 
and  cash  to  become  an  importer  or 
producer  of  wines,  brandies,  liqueurs, 
cordials.  Scotches  ,u\(\  Canadian  whis- 
kies. It  also  traded  SfS2  million  in 
stock  for  Theo.  Hamm  Brewing  Co., 
the  ninth-largest  domestic  brewer.  And 
now  it  is  eagerly  paying  more  than 
$33  million  in  stock  tor  United  Vint- 
ners Inc..  the  second-largest  California 
wine  maker  '  Italian  Swiss  Colony, 
Lejon,  Petii  and  Inglenook). 

Bigger   Pond,   More   Fish 

Asked  whj  Heublein  is  taking  on 
all  these  lisks.  Heublein 's  tough- 
minded  chief  executive  officer  and 
former  Interpublic  executive  vice  presi- 
dent. Stuart  D.  Watson,  replies:  "I  can 
answer  that  in  one  word:  Vulrierabil- 
itv."  This  is  a  little  hard  to  swallow 
considering  Heublein's  successful 
past,  its  anticipated  future  growth 
and  the  fact  that  it  outsells  its  nearest 
vodka  competitor  (Gilbey's)  four  to 
one.  "I'm  not  thinking  of  vulnerability 
in  the  usual  sense,  where  someone 
can  come  along  and  pluck  your  mar- 
ket away  from  you,"  Watson  explains. 
"Let's  face  it.  If  a  company  doesn't 
continue  to  do  new  and  exciting  things, 
its  management  dies.  So  does  the  com- 
pany. You  just  have  to  keep  growing. 
Stagnation  in  management  makes  you 
just  as  vulnerable  as  stagnation  in  the 


Drinker's  Choice.  A  lotecomer 
to  the  liquor  business,  Heublein, 
Inc.'s  president,  Stuart  D.  Wat- 
son, 52,  is  no  laggard.  "We  want 
to  make  something  for  every- 
one,'' he  says.  "We  will  even 
put  your  favorite  drink  in  a  can." 


market.  And  let's  not  forget,  around 
here  we  are  used  to  a  10%  to  15% 
compounded  growth  rate.  The  bigger 
we  get,  the  harder  it  is  to  keep  grow- 
at  that  pace." 

Continuing  the  company's  growth 
rate  is  not  the  only  thing  on  Watson's 
mind.  A  Xorth  western  University 
Graduate  School  of  Business  alumnus 
with  broad  marketing  experience 
(Standard  Oil  of  Indiana,  S.C.  John- 
son &  Son,  Inc.  and  Interpublic),  he 
is  well  aware  of  the  built-in  vulnera- 
bility of  a  one-product  company.  By 
broadening  the  company's  product 
base.  Watson  is  providing  Heublein 
with  some  preventive  medicine.  His 
theory  is  that  if  vodka  loses  its  popu- 
larity.  he  will  have  something  else  to 
offer  the  man  with  a  thirst. 

However,  as  has  often  happened  to 
main  companies  that  diversify  from 
strength,  Heublein  has  been  forced  to 
rel)  on  its  traditional  products  to  keep 
profits  growing.  Ilamm's  was  Heu- 
blein's most  venturesome  acquisition. 
It  also  has  turned  out  to  be  somewhat 
of  a  problem.  Hamm's  major  problem, 
increasing  its  volume,  began  in  the 
early  1960s.  Between  1960  and  1965 
volume  fell  off  some  2%,  pushing  its 
share  of  the  domestic  beer  market 
down  from  4.4V  to  4V.  Then,  in  1964 
through  1965.  it  made  a  heavy  in- 
vestment to  package  its  beer  in 
aluminum  cans,  only  to  be  hit  by 
aluminum  and  glass  strikes.  "All  we 
could  do  !n  this  situation  was  sit  on 
our  hands  and  wait,"  Watson  says. 
Hut  when  these  problems  disappe  ired, 
others  took  their  place.  To  get 
more  volume,  new  capacity  was  need- 
ed in  Los  Angeles  and  Minneapolis. 
As  a  result,  Hamm's  failed  to  improve 
its  profits  in  the  last  year. 

Watson  sees  Hamm's  profit  slow- 
down as  just  temporary.  "Hamm's  is 
part  of  a  whole."  he  says.  "It's  not  out 
there  naked  like,  say,  a  Falstaff.  This 
gives  Hamm's  a  stability  to  build  its 
business  no  matter  what."  Specifically, 
Watson  plans  to  promote  Hamm's  as  a 
premium  beer.  Around  50V  of  its  pro- 
duction is  already  selling  at  premium 
prices.  The  major  area  of  emphasis  for 
Hamm's  will  come  in  advertising.  Not 
only  is  Watson  an  expert  in  the  ad- 
vertising field,  but  getting  the  most 
out  of  advertising  dollars  has  been 
Heublein's  biggest  assel. 

It's  not  that  Heublein  merely  bud- 
gets lots  of  dollars  for  advertising.  It 
does  that,  of  course:  Last  year  it 
poured  $32  million  into  ads,  consider- 
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ably  more  than  all  but  three  other  com- 
panies in  the  hard-liquor  and  beer 
business.  But  Heublein  sells  its  mer- 
chandise by  promoting  it  as  a  spe- 
cialty product.  For  example:  the 
Bloody  Mary  (Smirnoff  and  tomato 
juice1.  Screwdriver  (Smirnoff  and 
orange  juice)  and  the  Moscow  Mule 
(Smirnoff  and  ginger  beer).  This 
t>  pe  of  promotion  was  brought  to 
Heublein  by  its  former  president  and 
current  chairman,  Ralph  A.  Hart. 
Hart  had  been  a  Colgate-Palmolive 
executive,  where  specialty  products 
are  the  name  of  the  game. 

Consumer-Oriented 

"Heublein  has  been  a  standout  in 
the  distilled  spirits  industry."  Watson 
s.i\v  "Traditionally,  the  other  com- 
panies have  been  production-distrib- 
utor oriented.  Heublein  is  consumer- 
oriented.  We  want  to  give  the  con- 
sume) what  he  wants.  We  want  to 
appeal  to  his  taste." 

lust  as  Heublein  was  the  first  to  do 
many  things  with  vodka  to  meet  con- 
sumer demands,  teaming  up  with  soft- 
drink  maker  Coca-Cola  to  promote 
the  Blizzard  (Smirnoff  and  Fresca) 
the  company  is  making  changes  with 
Ha V    It   was  the  first   to   market 

draft  beer  in  a  can. 

Heublein's  expertise  at  promoting 
specialty  products  also  will  play 
an  important  part  in  developing 
United  Vintners'  wines.  California 
wines  have  grown  to  the  point  in  recent 
yean  where  they  now  account  tor  over 
75%  of  the  domestic  wine  market. 
Much  of  that  growth  has  come  iron) 
outfits  like  United  Vintners  and  E.  & 
I  I  .alio,  who  between  them  divide 
over  halt  of  the  sales  of  California 
wine.  But  their  growth  has  come 
mainly  from  emphasizing  relatively 
cheap  wines,  like  United  Vintners' 
Swiss  Colony  brand.  Though  these 
wines  produce  a  large  sales  volume, 
they  do  not  produce  large  dollar  prof- 
its per  bottle.  "What  we  have  to  do 
is  upgrade  the  brands;  say,  sell  a 
customer  a  Rhineland  instead  ol  just 
.his  usual  Swiss  Colony,"  Watson  sa\s. 
'This  increases  our  dollar  realiza- 
tion" 

Advertising  claims  for  specialty- 
brand  products  may  sound  silly  to 
cynics,  but  as  every  businessman 
learns,  it's  not  just  what  a  consume! 
likes,  it's  what  he  thinks  that  counts. 
And  advertising  affects  his  thinking. 
Heublein  has  proved  that  it  knows  this 
with  Smirnoff,  and  it  has  had  equal 
success  in  promoting  its  canned  and 
bottled  cocktails  (which  dominate  the 
market  by  more  than  50%)  and  famed 
A.l.  steak  sauce.  With  all  of  these 
successes  going  for  him,  Watson 
should  have  little  trouble  proving 
Heublein  can  tend  any  bar.  ■ 


Our  greatest 
race  for  space 


is  down  here 

where  the  people  are. 

Getting  man  into  space  is  important.  But  making  space 
for  man  on  earth  is  vital. 

America's  people  need  more  space  in  which  to  live  — 
decent  homes,  good  schools,  better  hospitals.  We  have 
a  shelter  shortage. 

But  changes  are  on  the  way.  More  money  is  available  for 

.  construction.  New  legislation  offers  bold  solutions  to  the 

shortage  of  low-income  housing.  A  national  goal  of  26 

million  new  living  units  has  been  set  for  the  next  decade. 

The  race  for  space  —  living  space  —  is  on,  and  Jim 
Walter  Corporation  is  in  the  thick  of  it. 

We  know  something  about  shelter.  We've  built  and 
financed  over  160,000  homes  since  1946. 

We're  one  of  the  nation's  major  suppliers  of  building 
products.  We're  deeply  committed  to  research  for  new 
building  materials,  systems,  methods.  We're  developing 
know-how  in  urban  renewal. 

WRITE  FOR  OUR  1968  ANNUAL  REPORT.  SEE  FOR  YOURSELF  WHY  WE'RE 
GROWING  AND  SHOWING    THE  WAY  IN  AMERICA'S  RACE  FOR  LIVING  SPACE. 

.     .„  .  VAT 

Jim  Waiter  corporation 

For  Annual  Report  write-. 
Dept.  F  .  1500  North  Dale  Mabry  .  Tampa,  Florida  33607 
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Umm-m-m  GOOD! 
GOURMET  NUT  GIFTS 


The  gift  that  lasts  all  year. 
Two  pound  gift  of  the  world's 
most  select  nut  mixture, 
Imperial  Mix,  followed  by  a 
deliciously  different  12-ounce 
box  every  month.  Personal- 
ized card  mailed  with  your 
first  gift  to  herald  your  year- 
long eating  treat.  Only  the 
choicest  gourmet  nuts  are 
sent . . .  .Amazonian  Brazils, 
Turkish  Filberts,  Virginia  peanuts,  hug 
Indian  Cashews,  English  Walnuts. 


Gift  No.  101 
Gift  No.  102 


12  months 
7  months 


$26.45 
17.15 


COACHMAN'S  STAR 

Exclusive  antiqued  coachman's 
box  has  Pecans,  Pistachios, 
Cashews,  Brazils,  Redskin  and 
Blanched  Almonds  in  festive 
star  pattern.  All  huge,  whole 
fresh  nuts  roasted  within  24- 
hours  of  shipment!  A  rare 
taste  treat! 
Gift  No.  114  $6.05  Two  lb.  Box 


Send  for  FREE  catalog 

Choose  your  holiday  gifts  of 
nuts  from  around  the  world 
from  this  colorful  gift  catalog. 
Our  gifts  are  beautifully  pack- 
aged. Prices  for  every  budget. 

Free  Delivery  ....  Satisfaction  Guaranteed 
THE  PETERSON  NUT  COMPANY 

917  Carnegie  Avenue  •  Cleveland,  Ohio  44115 
Telephone:  216-861-4353 


Vogel-Peterson 
belongs.-- 

Wk    rWaPP°'nteSr  anywhere 
W  boardrooms —peterson 

W  people  gatner.pVPjped  with 
f  coat  ^ks  ^Afunctional 

m  m  better  dealers. 
*orld_*VSu  our  catalog 


*°rtd'  Atribvoueour  catalog? 
May  we  send  you  ou. 


VOGEL-PETERSON  CO. 

"The  Coat  Rack  People" 
Dept.    V2-465    Elmhurst,    Illinois    60126 


What  Goes  Boom  Can  Go  Bust 

That's  a  lesson  every  generation  of  investors  must  learn. 
Australian  investors  have  just  paid  a  heavy  price  to  learn  it 

Talk  about  stock  booms.  Australian 
investors  are  just  now  beginning 
to  recover  from  one  of  the  biggest 
booms  in  the  country's  history.  For 
a  while  the  Australian  markets  were 
really  jumping.  Between  May  and 
mid-August  the  Melbourne  market's 
equivalent  of  the  Dow-Jones  Index 
almost  doubled  from  315  to  619  while 
the  Sydney  market's  equivalent  of  the  . 
S&P  Index  soared  to  621.27;  and 
Australians  began  finding  more  gold 
in  the  market  than  Oppenheimer 
found  in  South  Africa.  Then  the  in- 
evitable happened.  The  Melbourne 
index  plunged  27.7%  to  a  low  of 
172.23,  before  recovering  last  month 
to  about  220.  The  Sydney  index  fell 
18.6%  to  444.29,  then  staggered  back 
to  545.46.  It  seemed  like  1929  all 
over  again,  and  during  the  worst  of 
the  slide  one  broker  posted  a  notice 
inviting  his  customers  to  join  him  in 
a  trip  to  The  Gap — Sydney's  best- 
known  suicide  point.  (See  p.  88.) 

The  boom  started  with  the  post- 
war discovery  of  several  remarkable 
deposits  of  uranium,  nickel,  iron,  gas 
and  oil.  Broken  Hill  Proprietary  Co. 
Ltd.  and  Esso,  in  a  joint  venture,  dis- 
covered the  oil  just  off  the  shore  of 
southern  Australia.  Soon  after,  explor- 
ers discovered  that  a  large  mountain 
in  western  Australia  was  almost  solid 
iron  ore.  Western  Mining  Corp.  made 
the  nickel  find.  Then,  says  Alfred 
Mellor,  former  head  of  the  Mel- 
bourne exchange,  "There  was  no  stop- 
ping the  explorers.  They  came  from 
Canada,  South  Africa,  Europe.  They're 
all  out  there  looking  for  everything." 
So  far  they've  found  just  about  every- 
thing except  sulphur. 

Who   Needs   London? 

British  investors  were  the  first  to 
pour  into  the  Australian  stock  mar- 
kets, for  they  saw  an  opportunity  for 
the  kind  of  action  they  rarely  can  get 
on  the  London  Stock  Exchange,  where 
most  of  the  listings  are  of  long- 
established,  slower-moving  companies. 
Once  the  Australians  saw  how  stocks 
were  climbing,  they  piled  in.  The 
Australians  are  inveterate  gamblers. 
During  World  War  II,  Americans 
stationed  Down  Under  used  to  joke, 
"If  the  Japanese  ever  invade,  they'll 
come  on  a  Saturday,  because  the 
whole  country  will  be  off  at  the  race 
tracks."  Says  Kenneth  G.  Gott,  editor 
of  Business  International:  "I  think 
they  enter  the  market  with  the  same 
sort  of  fervor  they  enter  the  lotteries." 

On    the   Melbourne   market   alone, 


Relieved.  During  ihe  boom, 
brokers  on  the  Sydney  and  other 
Australian  exchanges  complained 
as  bitterly  as  New  York  brokers 
about  a  "paperwork  crisis." 
They're  catching  up  now.  They 
say  they're  also  relieved  because 
prices  have  reached  a  more 
sensible  level. 
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The  Great  Pumpkin 


For  358  nights  of  the  year,  the  Great 
Pumpkin  is  an  impostor. 

During  all  that  time,  he  assumes  the 
identity  of  an  80.000-barrel  spherical 
storage  tank  in  the  Union  Oil  Company's 
south  Los  Angeles  storage  facility. 
But  for  the  seven  nights  preceding 
Halloween,  the  Great  Pumpkin  shows  his 
true  colors   And  they're  bright  orange 

We  paint  him  that  way.  With  forty  gallons 
of  paint  We  paint  his  eyes,  his  nose 
and  his  73-foot  wide  toothy  grin.  We  put 
lights  all  around  him  so  that  people 
can  see  him  from  a  great  distance. 
Especially  little  people. 

When  he's  ready,  we  invite  the  entire 
community  up  to  see  him   Many  people  do 


Community  relations  (like  corporate  growth) 
is  no  small  thing  to  Union  Oil 


come.  Mostly,  though,  the  Great  Pumpkin 
is  a  friendly  face  in  the  night  to  countless 
thousands  of  our  neighbors.  They  know 
he'll  be  gone  soon  after  Halloween, 
but  he'll  be  back  next  year  —  just  as  he 
has  for  16  years.  People  depend  on  that. 
And  on  him. 

The  Great  Pumpkin  is,  first  and  foremost, 
a  community  relations  effort  We  make 
a  policy  of  such  efforts.  We  landscape  our 
refineries  to  fit  in,  not  stand  apart 
We  color-coat  refinery  structures  so  that 
they'll  blend  with  the  community,  instead  of 
being  its  eyesores.  We  design  our  service 
stations  to  be  architectural  assets  to  the 
neighborhoods  in  which  they're  located. 

Our  reasoning  is  this:  we  owe  the 


uni@n 


community  a  never-ending  debt  of  Good 
Neighbor  responsibility.  Because  it  is 
our  neighbors  in  the  community  who  are 
responsible  for  the  growth  and 
success  of  the  Union  Oil  Company. 

Obviously,  being  a  good  neighbor  is  also 
good  for  business 

Today,  in  terms  of  profit,  we  rank  24th 
among  the  nation's  industrial  corporations, 
and  our  operations  are  world-wide. 

Community  relations  on  a  large  scale. 
Another  example  of  growth  with  innovation. 
Union  Oil  Company  of  California. 
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The  Signs  of  the  Finest 
in  products  and  services 
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Retirement 
Plans 


Industri 
Rdimnent 


Member  Federal  Deposit  Insurance  Corporation  ©  Bankers  Trust  Compan 


Retirement 

we've  been  thinking  about  it  every  day  since  1916. 


5 


Fifty-two  years. 

That's  how  long  it's  been  since 
Bankers  Trust  began  pioneering 
retirement  programs  in  the 
United  States. 

The  first  plan  we  worked  out 
was  used  right  here  in  our  own 
bank. 

Besides  strengthening  rela- 
tions between  ourselves  and  our 
employees,  it  proved  a  simple 
point:  that  good  banking  begins 
at  home. 

But  ultimately,  the  word  got 
around. 

Today  over  2  '  _.  million  people 
are  covered  by  pension  plans 
administered  by  Bankers  Trust. 

And  what's  good  for  the  big 
boys  works  as  well  for  individ- 
uals. So  we  also  handle  retire- 
ment plans  for  the  self-  employed . 

Retirement  programs  were  -a 
pretty  advanced  idea  back  in 
1916.  But  we've  always  been  a 
pretty  advanced  bank. 


We  found  ways  of  investing 
money  in  pension  funds  that  no 
one  had  thought  of  before.  We 
innovated  the  extensive  use  of 
common  stocks,  direct  place- 
ments, mortgages  and  real  estate. 

Now  we  spend  over  $  1 ,000,000 
a  year  on  investment  research 
alone. 

We  provide  information  and 
furnish  annual  reports  to  our  pen- 
sion plan  customers  to  help  them 
maintain  the  tax  exempt  status  of 
their  trusts.  We  do  all  the  paper 
work,  keep  up  on  new  legislation, 
and  keep  down  costs. 

We've  become  so  skilled  since 
those  early  days  that  we  can  ac- 
tually promise  low  administra- 
tion costs,  better  means  for  in- 
vestments, and  more  flexibility 
in  financing. 

As  a  matter  of  fact,  since  mm 
1944  the  pension  plan  guide-   I9F 
books  we  publish  have  been  W 
the  definitive  sources  of  in-   mm 


formation  for  just  about  everyone 
interested  in  the  subject.  Even 
other  banks. 

If  you're  interested  in  working 
out  a  retirement  plan,  individual 
or  corporate,  you  and  your  legal 
counsel  ought  to  talk  it  over  with 
a  Bankers  Trust  man. 

He'll  work  with  you  on  ex- 
emptions and  other  tax  advan- 
tages. And  he'll  tell  you  how 
trusts  can  help  you  compete  for 
better  employees. 

The  fact  is  we're  so  well 
equipped  to  administer  these 
trusts  because  so  many  people 
trust  us.  We've  proven  ourselves. 

When  a  Bankers  Trust  man 
works  on  pension  trusts,  that's 
all  that  he  does.  He  handles  the 
money  as  if  it  were  his  own. 

In  that  sense  he  doesn't  even 
h  work  for  us. 

He  works  for  you. 
■       That's  what  trust  is  all 
Hi  about. 


You'll  find  a  trustee  at  Bankers  Trust. 


Getting  the  jump  on  cactus  country. 


Connecticut  and  Western  Massachusetts! 
Fastest  state  &  1/2  in  the  fifty. 
Flying  up  and  off  with  jet-age  industi 
Aerospace,  electronics  —  all  here . 
37%  more  pesos  pouring  in  per  capii 
than  Pecos  Country  last  year. 
With  nuclear  kilowatts  setting  the  pac 

Kick  the  corral,  pardner. 
Make  the  leap.  Get  all  the  facts. 
It's  the  place  to  be. 


\ 


THE  CONNECTICUT  LIGHT  and  POWER  CO. 

THE  HARTFORO  ELECTRIC  LIGHT  CO. 

WESTERN  MASS    ELECTRIC  CO. 

HOLYOKE  WATER  POWER  CO 

NORTHEAST  UTILITIES  SERVICE  CO. 


NORTHEAST  UTILITIES 


trading  ran  as  high  as  3.5  million 
to  4  million  shares  a  day.  Australia 
is  a  country  with  a  population  of  a 
mere  11.5  million,  one-fifteenth  of  the 
population  of  the  U.S.  On  a  popula- 
tion basis,  trading  on  the  Melbourne 
market  during  the  fever  was  the 
equivalent  of  90  million  shares  a  day 
in  the  U.S.  And  that's  just  the  Mel- 
bourne market;  Australia  has  five 
others. 

The  Australian  markets  are  made 
tor  gambling.  For  one  thing,  stock- 
prices  are  extremely  low.  The  average 
stock  on  the  Melbourne  exchange 
sells  for  S4  or  S5.  as  compared  with 
the  average  price  of  $52.50  on  the 
New  York  Stock  Exchange.  More- 
over, Australian  investment  bankers 
allow  people  to  buy  new  issut- 
time."  When  a  company  floats  a  new 
issue,    it    frequently    doesn't    attempt 


The  Good  And  The  Bod.  There 
are  solid  companies  exploiting  Aus- 
tralia's oil  and  mineral  resources, 
like  the  Japanese-American-Austra- 
lian company  mining  iron  ore 
'above)  and  Esso  (below).  However, 
there  also  are  get-rich-quick  op- 
erators.  Investors  don't  discriminate. 


J 
an 
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to  raise  all  the  capital  at  once.  It 
calls  up  the  money  in  installments. 

Of  all  the  stocks  on  the  Australian 
exchanges.  Western  Mining  Corp.  was 
the  most  spectacular  performer.  After 
a  5-for-l  split  early  this  year,  it  jump- 
ed from  a  1967  low  of  $1.26  to  $13.70. 
Hamersley  Holding,  an  iron-ore  com- 
pany that  went  public  only  last  year, 
soared  from  a  1967  high  of  $9.50  to 
$13  in  July.  By  October,  however, 
Western  Mining  was  down  to  $10.75, 
Hamersley  to  $12.80. 

Even  now  Australian  analysts  are 
not  quite  sure  what  happened.  At  the 
height  of  the  boom  the  chairman  of 
the  Sydney  Stock  Exchange  made  a 
rather  conventional  speech  warning 
that  the  boom  had  inflated  the  value 
of  weak  companies  along  with  the 
strong  and  suggesting  that  the  public 
be  more  discerning.  The  market  de- 
clined modestly.  Then,  in  early  Sep- 
tember, in  connection  with  a  rights 
offering,  Broken  Hill  Proprietary,  Aus- 
tralia's largest  company,  announced  it 
was  lacing  suffer  competition  in  its 
overseas  steel  business.  The  London 
money  dried  up.  The  metals  and 
minerals  index  dropped  from  an  all- 
time  high  of  842.72  to  a  low  of 
t27. 49.  The  industrials  slumped  in 
sympathy.  Many  small  investors  took 
a  beating. 

Uood  company  reports  continued  to 
outnumber  the  bad,  but  a  number  of 
exploration  and  investment  companies 
began  calling  for  more  money  to  sup- 
port their  so  far  unproductive  ven- 
tures, and  this  served  only  to  deepen 
the  gloom.  The  public,  as  one  ob- 
server commented,  had  got  so  used 
to  hearing  of  massive  mineral  finds 
that  the  mere  absence  of  new  discov- 
eries was  taken  as  bad  news. 

At  the  moment  the  worst  seems  to 
be  over.  The  crowds  that  only  a  few 
months  ago  queued  up  to  get  into  the 
exchange  galleries  have  dwindled  to  a 
trickle.  The  stock  exchanges  have 
gone  on  with  their  lecture  courses  in 
investment  philosophy.  And  the  profes- 
sionals have  begun  coming  back  into 
the  market,  looking  for  bargains.  With 
a  blue  chip  like  BHP  still  selling  at 
$18.70  a  share,  down  from  $29,  and  a 
highflier  like  Silver  Valley  Mining 
at  $1.05  vs.  a  high  of  $3.70,  there 
are  still  plenty  of  bargains  around. 

But  once  burned,  investors  are  no 
more  inclined  to  be  twice  wary  in 
Australia  than  they  are  in  New  York, 
and  analysts  are  expecting  the  mar- 
ket to  come  back  again.  The  reason 
is  Australia's  enormous  mineral  po- 
tential. "Every  time  the  market  runs 
into  a  bit  of  trouble,"  one  bank  ex- 
ecutive says,  "someone  scratches  the 
surface  and  comes  up  with  a  new 
discovery."  ■ 


THE  DIAMOND  OF  HER  DREAMS 

at  investment  prices 


Buy  Diamond  Jewelry  direct  from  one 
of  America's  well  known  diamond 
cutters.  Pay  only  actual  market  price. 
We  refund  all  monies  unless  your 
own  appraisal  shows  value  Va  to  Vi 
higher. 

Over  5,000  styles  $100  to   $100,000 

Send  for    FREE  80-PAGE  CATALOG 
EMPIRE  DIAMOND  CORP.,  DEPT.  46 
Empire   State   Bldg.,   New   York,   N.Y.    10001 

NAME         

ADDRESS    

ZIP 


Loans 
to  Executives 

Strictly  Confidential 
* 

A  nationwide  Executive  Loan 
Service  designed  for  respon- 
sible executives  as  a  conven- 
ient supplementary  source  of 
personal  credit.  No  collateral, 
no  endorsement,  no  embar- 
rassing investigation.  All  de- 
tails handled  by  mail  from 
the  privacy  of  your  office. 
Monthly  repayments  up  to  2 
years  if  desired.  References: 

Tirst  National  Bank  of  St.  Paul 
Northwestern  National  Bank  of  St.  Paul 
First  National  Bank  of  Minneapolis 
Northwestern  National  Bank  of 
Minneapolis 

For  full  particulars  write 
Mr.  A.  J.  Bruder,  Vice  Pres. 

Industrial  Credit 
Plan,  Inc. 
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Faces  Behind  the  Figures 


Eli  M.  Black 


LING,  BLUHDORN,  LOOK  SHARP! 


BLACK.    Eli    M..    corp.  nfcl. ;   chmn.    hd..    pres. 

AMK     Corp.:    dlr.     Nat.  Rubber    Machinery    Co. 

Trustee  Alfred   (N.T.)   V.  Office:   122  E.   42d  St.. 
\  1  C 


The  biographies  in  Who's  Who  in 
America  are,  in  effect,  autobiogra- 
phies, for  they  come  from  the  sub- 
jects themselves.  If  Eli  M.  Black's 
listing  in  Who's  Who  is  rather  a 
skimpy  one  therefore,  it's  because 
that's  precisely  what  he  wanted. 

Black's  reticence  about  his  past 
has  made  him  a  man  of  mystery 
in  Wall  Street.  In  six  years  his 
AMK  Corp.,  a  small  ($43.5-mil- 
lion)  manufacturer  of  bottle  caps, 
cartons,  washers  and  tire-making 
machinery,  has  swelled  into  a  siz- 
able conglomerate,  approaching  $1 
billion  in  sales  With  Gustave  Levy 
ol  Goldman  Sachs  as  its  investment 
broker,  AMK  has  absorbed  John 
Morrell  c\-  Co.,  the  nation's  fourth- 
largest  meat  packer,  thrown  giant 
United  Fruit  into  a  panic  by  pur- 
chasing  1,000  shares  —  nearly 
10?  of  the  outstanding — for  $41 
million,  and  become  embroiled  in 
a  struggle  with  National  General 
Corp.  for  control  of  Great  American 
Holding  Corp.,  the  New  York- 
based  insurance  holding  corpora- 
tion. Yet  Black  remains  a  vague 
figure  consistently  described  by  The 
New  York  Times  as  "a  former 
rabbi." 

Black  does  come  From  a  famil) 
of  rabbis  and  he  did  graduate  from 
Yeshiva,  which  has  a  theological 
seminary,  but  he  never  actually  be- 
came  a   rabbi;   he   facetiously   de- 


scribes himself  as  "the  black  sheep 
of  the  family."  Now  47,  he  at- 
tended both  New  Y'ork  University 
and  the  Columbia  School  of  Busi- 
ness. His  graduate  schooling  still 
shows  when  he  talks  in  his  soft, 
slow,  precise  way  about  such 
things  as  "the  systems  approach  to 
business." 

He  describes  his  outside  activi- 
ties as  "egghead."  In  addition  to 
being  a  trustee  of  Alfred  Univer- 
sity, he  also  isa  governor  of  the 
American  Jewish  Committee,  of 
which  Arthur  Goldberg  is  president, 
and  chairman  of  the  committee's 
highly  intellectual  magazine.  Com- 
mentary. His  office  walls  are  cov- 
ered with  his  wife's  paintings 
(above). 

Black  went  from  the  Columbia 
School  of  Business  to  American 
Securities  Corp.,  a  New  York  in- 
vestment house.  He  left  in  1954 
to  become  chairman  of  AMK,  a 
director  of  the  Missouri  Pacific 
Railroad  and  a  member  of  MoPac's 
executive  committee.  In  1962  he 
left  MoPac  to  devote  full-time  to 
AMK  as  president  and  chairman. 

At  AMK  he  did  the  business- 
school  routine.  "The  first  thing." 
he  says,  "was  to  make  a  survey  of 
every  product  line  and  determine 
its  future  potential  and  return  on 
invested  capital.  By  1966  we  had 
gotten  rid  of  almost  one-third  of 
every  subsidiary's  operations  and 
had  accumulated  810  million  in 
cash."  Basically,  he  kept  AMK's 
tire-making  machinery  operation. 
Politely,  this  is  called  "redirecting 


capital";  less  politely,  liquidation. 
But  with  the  $10  million,  Black 
could  go  shopping. 

Her  found  John  Morrell  &  Co. 
sitting  in  Chicago,  just  waiting  for 
someone  to  grab  it.  Black  was  the 
ftast  to  discover  what  Ling-Temco- 
Vought  (which  took  over  Wilson) 
and  Gulf  &  Western  (which  made 
a  pass  at  Armour)  were  to  discover 
soon  after:  that  many  meat-pack- 
ing companies  are  sitting  ducks, 
because  they  have  low  profit  mar- 
gins, P/E  ratios  and  stock  prices — 
and  tremendous  physical  assets. 

Naturally,  Black  doesn't  put  it 
quite  that  way.  He  says:  "One  of 
the  reasons  the  meat-packing  in- 
dustry appealed  to  me  was  my 
experience  with  MoPac.  Until  re- 
cently the  meat-packing  industry 
was  held  in  the  same  low  regard  by 
the  financial  community  as  were 
the  railroads  in  the  late  Forties 
and  early  Fifties.  But  we  never 
would  have  dared  with  Morrell  un- 
less we  thought  we  had  developed 
experts  in  certain  disciplines — sys- 
tems and  methods — at  AMK  that 
could  be  applied  at  Morrell  or  any- 
where." 

Black  says  he  didn't  buy  into 
United  Fruit  with  any  thought  of 
"a  bid  or  proposal  to  merge.  What 
happened,"  he  says,  "was  that  a 
brokerage  firm  called  and  said  it 
had  a  large  block  to  sell — and  we 
bought  them.  I  felt  there  was  little 
to  lose  on  the  down  side.  After  all, 
it  was  selling  at  only  twelve  or 
thirteen  times  earnings,  had  not  a 
dime  of  debt,  and  a  third  of  its 
$300  million  in  equity  was  repre- 
sented by  cash.  We've  already 
made  $20  million  on  the  stock." 

Black,  how  ev  er,  is  not  ruling  out 
the  possibility  of  eventually  making 
an  offer  for  United  Fruit.  "Where 
we  think  United  Fruit  would  fit 
into  Morrell  is  in  the  marketing 
area."  he  savs.  "After  all,  they  had 
great  success  with  'Chiquita  ban- 
ana.' and  if  they  can  get  my  wife 
to  pay  one  cent  more  for  a  UF 
banana,  they're  something." 

Where  might  Black  go  from 
there?  One  thing  is  sure.  With  his 
profits  from  United  Fruit — if  he 
takes  them — and  AMK's  growing 
assets,  his  next  target  is  going  to  be 
a  good-sized  one.  The  conglom- 
erate trend  still  is  running  strong, 
and  Eli  Black  has  no  intention  of 
letting  Jimmy  Ling  and  Charley 
Bluhdorn  rest  on  their  laurels.  ■ 
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NO  SOAP 

Unilever's  American  subsidiary, 
N440-million-sales  Lever  Brothers 
Lux  and  Lifebuoy  soaps.  Pepso- 
dent  toothpaste.  Handy  Andy 
cleanser)  has  just  hit  the  market 
with  a  new  product  line.  A  soap 
guaranteed  to  scrape  a  hippie  clean 
with  a  single  hath?  Guess  again. 
Lever  is  now  in  the  data-processing 
business. 

Lever  Data  Processing  Services, 
Inc..  a  Lever  subsidiary  since  Sep- 
tember, is  the  baby  ol  its  founder, 
Robert  W.  McGeary.  A  genuine 
child  of  the  computer  age,  Bob 
McGeary  has  had  a  fast  rise  at 
Lever  since  joining  it  in  1964.  By 
that  time  he  already  had  been  a 
computer  consultant  for  the  De- 
partment of  Defense,  a  manage- 
ment consultant  for  John  Diebold 
and  had  run  his  own  computer 
consulting  firm.  Lever  Brothers 
hired  him  to  run  their  management 
information  services.  When  the  job 
of  comptroller  for  Lever  Brothers 
opened    up    List    year,    the    choice 


Robert  W.  McGeary 


was  between  computer-whizz  Mc- 
Geary and  an  accounting  man,  and 
McGeary  got  it  at  age  36. 

As  McGeary  points  out,  Lever 
has  been  selling  computer  block 
time  for  four  years.  Among  the 
company's  current  40  customers  are 
First  National  City  Bank,  Columbia 
Broadcasting  System  and  AT&T. 
Now  Lexer  will  offer  them  more 
than  simple  block  sharing.  It  will 
design  programs  for  its  customers, 
educate  their  EDP  personnel  and 
even  "headhunt"  people  to  staff 
their  EDP  departments.  McGeary 
expects  business  to  double  every 
year  lor  five  years  in  a  field  that's 
growing  at  over  20%  a  year,  and  to 
make  a  minimum  of  8%  on  sales. 

But  don't  expect  McGeary  to 
bull  through  the  competition  on 
the  strength  of  Lever's  size.  Some 
of  his  competitors  are  just  as  big, 
and  unlikely,  as  Lever — including 
McDonald-Douglas,  Avco,  ITT  and 
cake-baker  Pillsbury.  Why  do  such 
big  corporations  get  into  the  EDP 
market?  "What  we  really  are  do- 
ing is  cashing  in  on  our  internal 
expertise,"  says  McGeary,  who  just 
relinquished  his  duties  as  comp- 
troller to  give  EDP-ing  full  time. 
"We  have  a  great  number  of  sys- 
tems we  can  offer.  Frankly,  they're 
ones  that  can  be  offered  to  a  com- 
pany whether  it's  manufacturing 
auto  parts  or  soap  powder."  ■ 


"WE'VE  GOT  TO  DO 
•  THE  VERY  BEST  JOB" 

The  bete  noire  of  almost  every  steel 
company  in  the  U.S.  is  steel — steel 
made  in  Europe  or  Japan.  Imports 
of  steel  this  year  are  expected  to 
reach  17  million  to  18  million  tons, 
up  from  11.5  million  last  year.  This 
naturally  has  cast  a  dark  shadow 
on  the  industry  which  hoped  to  ship 
93  million  tons  in  1968.  Estimates 
now  are  that  shipments  will  reach 
only  90  million  tons. 

For  once,  the  steelmakers  and 
the  steelworkers  are  united:  They 
have  joined  to  put  the  heat  on 
Washington     for     import     quotas. 

George  A.  Stinson,  president  of 
National  Steel,  the  nation's  fourth 
largest  producer  with  sales  last 
year  of  81.02  billion,  is  going  along 
with  the  rest  of  the  industry.  But, 
he  says,  "We  have  not  hung  our 
salvation  solely  on  hopes  for  some 
kind  of  action  down  in  Washing- 


George  A.   Stinson 


ton."  Rather,  National  is  putting 
its  primary  emphasis  on  beating 
European  and  Japanese  imports 
simply  by  doing  a  better  job  for  its 
customers.  "We  feel  that  there  is 
still  major  interest — in  many  cases, 
overriding  interest  on  the  part  of 
a  customer — in  service,  reliability, 
and  quality.  And  especially  in  reli- 
ability of  delivery — and  that  we  are 
in  a  position  to  be  preferable  to  a 
foreign  source.  National's  efforts 
have  been  to  do  the  very  best  job." 

Stinson  points  to  National's  new 
$100-million  "super  mill"  in  Weir- 
ton,  W.  Va.,  as  one  answer  to  Euro- 
pean and  Japanese  competition. 
This  is  the  first  mill  in  the  world 
to  integrate  the  three  latest  and 
most  important  advances  in  steel 
technology  in  one  large-scale  op- 
eration— basic  oxygen  furnace,  vac- 
uum degassing,  and  continuous 
slab  casting.  The  combination  is 
expected  to  save  National  $10  to 
$12  a  ton  in  production  costs. 

Nor  has  Stinson  any  intention  of 
stopping  there.  He  plans  to  keep 
modernizing  at  the  rate  of  some 
$100  million  a  year. 

Is  this  money  well  spent,  con- 
sidering that  steel's  rate  of  return 
has  been  low  on  new  investment  in 
recent  years?  The  best  answer  is 
that  modernization  paid  off  for 
National  in  the  past.  The  company 
has  been  first  in  profitability  on  the 
Yardsticks  in  Forbes  Annual  Re- 
port on  American  Industry,  with 
an  average  return  on  equity  in  the 
past  five  years  of  11.8%.  Even  if 
the  new  "super  mill"  is  not  the 
whole  answer  to  Europe  and  Japan, 
it  should  continue  to  keep  National 
ahead  in  the  U.S.  ■ 
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AFTER    108   YEARS 

James  Binns,  55,  has  been  Arm- 
strong Cork's  chief  executive  offi- 
cer for  only  ten  months.  Like  his 
predecessor,  Maurice  Warnock,  he 
has  spent  most  of  his  life  working 
for  the  Lancaster  company,  coming 
up  through  its  marketing  division. 
But  he  has  his  own  ideas  as  to  how 
Armstrong  should  operate.  That  he 
already  has  shown. 

Under  Binns,  Armstrong  is  now 
negotiating  a  $130-million  merger 
with  Thomasville  Furniture  Indus- 
tries, which  should  be  completed 
early  this  month.  For  most  compa- 
nies of  Armstrong's  size — 1967 
sales,  $460  million — this  would 
hardly  be  considered  news.  But, 
in  Armstrong's  case,  Thomasville, 
with  sales  of  $73  million  and  prof- 
its of  $5  million,  is  the  first  acqui- 
sition of  any  size  in  all  its  108 
years.  Except  for  the  smallish  E&B 
Carpet  Mills  acquired  late  in  1967, 
every  dime  of  Armstrong's  steady 
growth  to  earnings  of  $27  million 
has  been  internally  generated. 

Armstrong's  balance  sheet  has  al- 
ways had  a  textbook  simplicity.  Un- 
til two  years  ago,  it  had  no  debt, 
which  even  now  is  less  than  3%  of 
equity.  Thomasville's  equity  posi- 
tion is  just  as  healthy.  Thus  in  one 
of  the  simpler  mergers  in  many  a 
day,  Binns  is  offering  seven-tenths 
of  a  share  of  Armstrong  for  one 
share  of  Thomasville.  The  conver- 
tible preferred  involved  is  minimal. 

Of  course,  how  Armstrong  will 
fare  in  its  first  major  merger  and 
in  the  highly  competitive  furniture 
business  is  hard  to  say.  Such  giants 
as  U.S.  Plywood  have  been  mov- 
ing into  the  same  area.  But  Arm- 
strong has  two  advantages:  one  of 
the  best  U.S.  sales  operations  and 
one  of  the  cleanest  balance  sheets 
around  to  work  with.  ■ 


James  Binns 


John  R.  Beckett 


THINKING  AHEAD 

John  R.  Beckett,  president  of 
Transamerica  Corp.,  doesn't  think 
much  of  some  of  the  acquisitions 
other  conglomerates  have  been  mak- 
ing recently.  Talking  with  Forbes 
about  it  a  year  ago,  he  said:  "When 

I  look  around  and  see  .  .  .  the 
nonsensical  prices  that  some  of 
[them]  are  paying,  I  see  trouble." 
Beckett  could  afford  to  adopt  this 
viewpoint  because  his  own  com- 
pany became  a  conglomerate — in- 
surance, finance,  entertainment, 
real  estate — back  in  the  days  when 
acquisitions  were  relatively  inex- 
pensive. 

Last  month  Beckett  announced 
that  Transamerica  was  acquiring 
Metromedia,  Inc.  (1967  sales,  $154 
million;  earnings,  $7  million)  in  a 
swap  of  stock.  Based  on  current 
prices,  the  deal  would  cost  Trans- 
america about  $300  million — about 
43  times  earnings.  To  many  it 
seemed  that  Beckett  was  doing 
precisely  what  he  previously  had 
criticized  other  conglomerates  for. 

No,  Beckett  told  Forbes:  "We 
feel  comfortable  at  the  price.  It 
was  based  on  a  comparison  of  earn- 
ings." Considering  the  projected 
196S  earnings  for  both  companies, 
the  price  seems  more  reasonable. 

II  Metromedia  earns  $10  million 
tins  year,  Transamerica  probabK 
will  be  paying  only  30  times  earn- 
ings. However,  Beckett  wasn't  com- 
paring 1967  earnings  or  possible 
1968  earnings;  he  was  already 
looking  at  earnings  for  1969 — some- 
thing   other    companies    seem    to 


forget  to  do.  Ethyl  Corp.  got  hurt 
in  buying  Oxford  Paper  (Forbes, 
Apr.  1 )  because  during  negotia- 
tions management  didn't  anticipate 
a  drop  in  earnings. 

"You  have  to  think  ahead  in 
business,"  Beckett  explains.  "As 
far  as  I  am  concerned,  we  were 
thinking  about  1969 — thinking 
about  where  earnings  will  be  then." 
His  reasoning:  The  merger  can't 
possibly  come  off  in  1968  because 
the  normal  legal  technicalities  will 
extend  into  1969.  Then  there's  the 
need  to  get  the  Federal  Communi- 
cations Commission's  approval  be- 
cause of  Metromedia's  big  broad- 
casting division  (five  television 
stations,  six  AM  radio  stations  and 
six  FM  stations  together  generate 
almost  50%  of  Metromedia's  reve- 
nue). Also,  in  Metromedia's  busi- 
ness, costs  for  the  early  part  of  the 
year  are  predictable  because  of  com- 
mitments already  made  for  1 )  ra- 
dio and  TV  shows,  2)  billboard 
and  transit  advertising,  3)  Ice 
Capades  bookings  and  4)  TV  rights 
for  old  movies. 

Beckett  may  be  thinking  ahead, 
but  John  \V.  Kluge,  who  runs  Met- 
romedia, clearly  didn't  forget  the 
present  when  the  announcement 
of  the  merger  was  made.  First,  he 
revealed  that  Metromedia  would 
pay  an  extra  dividend  this  year. 
Then  he  called  a  press  conference 
to  discuss  the  merger.  Then  he 
reported  that  Metromedia  had  sold 
\\  olper  Pictures  Ltd.,  a  movie  mak- 
ing company,  to  David  L.  Wolper. 
It  kept  the  Dow- Jones  broad  tape 
jumping  all  day.  ■ 
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Does  it  pay  to  invest  $70 
in  a  $100,000  race  horse 
so  he  won't  burn  to  death? 


[Nothing  terrifies  a  horse  like  fire. 
[When  the  flames  crackle,  he  will 
actually  cry  like  a  haby.  He  be- 
comes so  frantic  that  even  if  you 
drag  him  out  of  the  stable,  he  may 
panic  and  run  right  over  you  going 
back  in  to  the  fire. 

In  1967,  55  race  horses  were  killed 
kn  stable  fires.  One  promising  filly, 
by  Bold  Ruler  out  of  Bases  Full, 
was  worth  about  $250,000. 

Racing  stable  fires  are  so  disas- 
trous that  most  American  insur- 
ance companies  refuse  to  handle 
he  burden  alone:  they  re- insure 
Jhe  risk  with  Lloyds  of  London. 
!ro  make  things  worse,  the  prob- 
lem is  increasing  as  more  winter 
racing  meets  are  held.  The  stables 
lave  to  be  heated,  and  heat  in- 
breases  the  danger  of  fire. 


Koppers  makes  a  product  that 
can  help  solve  this  problem.  It's 
called  Non-Corn'  fire-protected 
lumber.  .We  impregnate  the  wood 
with  special  mineral  salts  that  re- 
duce the  amount  of  flammable 
gases  and  tars  emitted  from  burn- 
ing wood  by  about  85% — so  low 
that  Non-Com  is  rated  as  a  fire- 
retardant  material  by  insurance 
rating  bureaus  in  all  50  states. 

After  a  terrible  stable  fire  that 
killed  44  valuable  horses  near  Balti- 
more, Maryland,  the  State  Racing 
Commission  decreed  that  all  new 
racing  stables  shall  be  of  fireproof 
construction.  Already,  Maryland's 
Laurel  Track,  home  of  the  famed 
International  Race,  has  built  two 
50-stall  stables  utilizing  Non-Com 
lumber.  At  Timonium,  they  built 


152  stalls  with  Non-Com,  and  the 
extra  cost  of  the  lumber  was  only 
$70  per  stall. 

One  of  the  many  things  Koppers 
does  is  treat  wood  to  make  it  even 
better.  We  protect  wood  against 
termites,  fungus,  and  fire,  and  sup- 
ply it  for  buildings,  railroad  ties, 
and  utility  poles  (we  can  even  color 
our  utility  poles  to  make  them 
blend  with  the  surroundings).  We 
also  make  glued-up  laminated 
wood  beams,  to  span  distances  of 
300  feet  or  more. 

Non-Com  wood,  of  course,  has 
been  protecting  people  for  some 
time  now  .  .  .  why  shouldn't  we 
start  doing  a  favor  for  our  four- 
legged  friends? 

Koppers  Company,  Inc.,  Pitts- 
burgh, Pa.  15219. 


i rchitectural  and  Construction  Materials  •  Chemicals  and  Coatings*  Plastics  •  Engineered  Products*  Environmental  Systems*  Engineering  and  Construction 


,  to  grader,  to  processor,  to  food  market  And, 
>  it  goes,  transportation  adds  value  at  every  stage 
\  distribution,  from  raw  material  to  end  use. 
Our  divisions  and  affiliates  provide  equipment  and 
irvices  for  the  transportation  of  goods  via  every 
ode— road,  rail,  sea  and  air . .  .  worldwide.  We  call 
is  concept  Total  Transportation.  Our  annual  report 
lis  more  about  our  vital  role  in  the  economy  Write 
uehauf  Corporation,  Detroit,  Michigan  48232. 

>tal  Transportation  means . . . 


rs  and  containers  for  every        tanks  for  liquid  and  dry  bulk        refuse   collection    equipment—       aluminum  hopper  railcars— and        engineering  and  manufacturing 
nable  load  cargoes  trailers  and  truck  bodies  piggyback  units,  too  for  defense  and  government 

I  Mill  J  V.    I 

Plus .  .  . 

coast  to  coast  trailer  and 
container  rentals  •  fin- 
ance for  capital  expendi- 
tures: terminals,  ware- 
houses, etc.  •  finance  for 
the  purchase  of  transpor- 
tation equipment  •  inter- 
national sales  and  service 
facilities 

and    container   compo-        dockside,    shipboard    and    rail       in-plant    and    warehouse    ma-        new  ship  building  and  conver- 
for  the  OEM  market  container    handling    equipment        terials  handling  systems  sions  to  container  ships 
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Faces  Behind  the  Figures 


Ben  Fixman 


LAST   LAUGH 

Five  years  ago.  when  Hen  Fixman 
predicted  that  his  little  scrap  metal 
company,  with  sales  ot  a  mere  $6.3 
million,  would  he  doing  $200  mil- 
lion in  1968,  everybody  laughed. 
Now  that  sales  have  reached  more 
than  $200  million,  Fixman  is  pre- 
dicting that  his  company  will  do 
more  than  $1  billion  by  1971;  and 
he  dates  anyone  to  laugh. 

Fixman  founded  Diversified  Met- 
als in  1956.  He  already  had  gone 
broke  in  the  scrap  metal  business 
once,  but  he  wouldn't  give  up,  be- 
cause he  was  certain  that  il  a  way 
could  be  found  to  separate  wire 
from  its  insulation  without  heat,  be 
would  base  a  gold  mine.  Such  a 
process  wouldn't  produce  pollution, 
and  there  was  a  vast  reservoir  of 
raw  materials  in  old  telephone, 
railroad  and  utility  lines  waiting  to 
be  used.  After  two  years,  in  which 
he  almost  went  broke  again,  Fix- 
man  solved  the  puzzle.  He  came 
up  with  a  mechanical  process  that 
grinds  up  the  scrap  wire  without 
heat  or  chemicals,  and  spits  out 
pure  coppei  and  aluminum  pellets. 
Fixman  calls  the  process  "cold- 
mechanical"  but  says  the  details  are 
secret.  "Today,  we  have  three 
plants  and  one  under  construction 
and  are  doing  business  with  just 
about  ever)  major  company  in  the 
countr) ."  he  saj  s 

But  Fixman  isn't  sitting  back. 
"Now  we  know  we  can  do  this  in 
the  metal  field;  that's  easy.  We 
like  to  think  we  can  do  this  in 
main  other  fields."  The  path  Fix- 
man  has  charted  for  Diversified 
Metals  will  take  it  far  afield  from 
the  "junkyards  that  1  used  to 
around  in  when  I  was  a  kid," 
he  says.  The  tour  divisions  h 
setting  up  include  the  existing  in- 
dustrial metals;  consumer  products 
(Duro   Pen — makers   of   ball-point 


pens);  auto  products  (Kimco  Auto 
Products)  and  scientific  applica- 
tions (Datatron — computer  special 
marketing  programs) . 

For  a  man  who  quit  high  school 
after  eight  months  and  went  to 
work  as  a  janitor  and  newspaper 
boy  to  support  his  mother,  Fixman 
has  done  pretty  well.  His  28%  in- 
terest in  Diversified  Metals  is  now 
worth  more  than  $35  million.  ■ 


FANTASTIQUE 

At  first  glance,  it's  hard  to  imag- 
ine two  executives  more  different 
than  the  former  president  of  How- 
met  Corp.  ($196-million  sales),  John 
Burke,  and  the  man  who  replaced 
him  early  last  month,  Yves  Robert. 
Born  in  Kansas,  Burke  rides  motor- 
cycles and  sky-dives  for  kicks.  Even 
dressed  in  a  business  suit,  he  looks 
as  if  be  just  got  off  a  Harley-David- 
son.  Robert,  on  the  other  band,  was 
born  in  Hong  Kong,  where  his 
father  worked  for  the  Banque  de 
llndochine.  A  tall,  suave  French- 
man, he's  an  international  citizen, 
at  home  in  Paris,  London  or  New 
York.  For  diversion  he  plays  ten- 
nis at  a  fashionable  Fast  Side  Man- 
hattan tennis  club. 

It's  not  surprising,  therefore,  that 
when  15-year-old  Burke  became 
chairman  of  the  board,  relinquish- 
ing the  job  of  president  and  chief 
executive  to  41-year-old  Robert, 
main  eyebrows  were  raised  know- 
ingly. After  all.  there's  nothing  in 
Burke's  record  to  give  any  Howmet 
shareholder  anything  but  the  great- 
est ot  pleasure.  Under  him.  sales 
almost  doubled  in  five  years  and 
earnings  increased  almost  sixfold. 
But  Robert  tame  to  the  U.S.  as  an 
employee  of  a  company  half-owned 
by  Pechiney,  the  huge  French  alu- 
minum   company.     Pechiney,    the 


eye-brow  raisers  point  out,  owns 
46%  of  Howmet.  Were  the  French 
using  the  force  civ  frappc  to  take 
Howmet  in  hand  through  Robert? 
"Non,"  insists  Robert.  "The  man- 
agement of  the  company  is  in  the 
hands  of  local  management.  It  was 
in  John  Burke's  hands.  Now  it's  in 
my  hands."  But  Robert  admits  his 
story  has  a  credibility  problem.  For 
Bobert  first  joined  Howmet's  board 
in  1962  as  a  Pechiney  representa- 
tive. In  fact,  he  recruited  Burke  for 
the  presidency.  "Then,"  he  explains, 
"in  a  strange  turn  of  events,  about 
2*2  years  later,  John  was  looking 
for  an  executive  vice  president.  He 
asked  me  if  I  would  consider  the 
job.  Pechiney  at  the  same  time 
offered  me  a  job  in  Paris.  I'd  been 


Yves  Robert 


living  here  for  13  years,  and  it  was 
about  time  I  chose.  My  wife's 
American.  My  children  are  Ameri- 
can. Business-wise,  I'm  more  at 
home  here.  So  1  accepted  John's 
oiler,  applied  for  U.S.  citizenship, 
and  became  executive  vice  presi- 
dent in  June   1967."  ■ 
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World's  best 
anti-poverty  program 


All  across  the  country  these  days,  busi- 
ness is  flexing  its  muscles  and  showing  what 
it  can  do  to  solve  some  of  our  more  persist- 
ent social  ills. 

In  cities  from  Rochester  to  San  Francisco, 
from  Detroit  to  Watts,  special  programs 
aimed  at  hard-core  joblessness  are  beginning 
to  pay  dividends. 

One  thing  that  makes  this  possible  is  the 
growing  public  awareness  of  the  contribu- 
tions that  business  can  make  in  harnessing 
the  most  powerful  force  in  our  economy- 
individual  initiative. 

Certainly  government  resources  are  still 
needed.  But  there  is  no  drive  like  the  drive 


of  a  man  to  better  himself. 

Seventy-three  years  of  advising  investors 
has  taught  us  that  this  drive— in  an  individ- 
ual or  a  company— is  the  ultimate  determi- 
nant of  growth.  We  have  great  confidence 
in  it.  For  ourselves.  For  our  investors.  For 
our  country. 

//  this  subject  interests  you  as  much  as  it  does  us, 
you  may  want  to  receive  a  copy  of  "Creative  Solutions 
to  Urban  Problems:  How  Can  Business  Contribute?"— 
the  transcript  of  a  symposium  conducted  by  Marquette 
University  in  cooperation  with  Harris,  Upham,  in 
which  some  of  the  nation's  most  knowledgeable  busi- 
nessmen give  their  views  and  experiences.  Just  write  to 
Henry  U.  Harris,  Jr.,  President,  Harris,  Upham  &  Co., 
Incorporated,  120  Broadway,  New  York,  N.Y.  10005. 


HarrisJJpham  &C- 

INCORPORATED 

Members  New  York  Stock  Exchange.  Est.  1895 

Main  Office:  120  Broadway,  New  York,  N.  Y.  10005 
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Down  the  Primrose  Path? 

Phelps  Dodge  may  be  expanding  its  aluminum  busi- 
ness again,  but  that  still  doesn't  mean  PD  thinks 
aluminum  has  anything  like  the  potential  of  copper. 


Like  most  other  coppermen,  Robert 
G.  Page,  chairman  of  New  York's 
Phelps  Dodge  Corp.,  the  U.S.'  second- 
largest  domestic  copper  producer,  has 
had  an  abiding  distrust  of  the  alumi- 
num industry.  Aluminum,  of  course, 
is  copper's  prime  foe  in  the  battle  of 
materials,  and  though  PD  itself  moved 
into  the  business  five  years  ago,  Page 
has  constantly  emphasized  that  it  has 
done  so  on  a  limited  basis  only.  After 
all,  its  competitors  in  the  wire  and 
cable  business  were  selling  both  alu- 
minum and  copper  cable,  its  custom- 
ers wanted  to  buy  both  materials  from 
the  same  source  of  supply,  and  PD 
needed  a  full  market  basket  in  order 
to  compete. 

Page  has  been  as  good  as  his  word. 
Instead  of  moving  into  primary  alumi- 
num production  as  did  Anaconda,  for 
instance,  Phelps  Dodge  obtained  a 
source  of  supply  by  helping  to  finance 
the  construction  of  an  alumina  plant 
in  Surinam  (for  Holland's  Billiton 
Co.)  and  of  an  aluminum  smelter  in 
Tennessee  (for  Swiss  Aluminium), 
then  buying  the  alumina  it  needed 
from  Surinam  and  having  it  smelted 
on  a  toll  basis  in  Tennessee.  Six 
weeks  ago,  however,  Page  appeared 
to  have  bowed  to  the  inevitable: 
Phelps  Dodge  announced  it  had  taken 
an  option  to  have  a  35,000-ton-a-year 
smelter  built  for  it  at  a  cost  of  $20 
million. 

But  anybody  who  imagines  that  PD 
has  been  led  down  the  primrose  path 
into  aluminum  had  better  think  again. 
'This  has  all  been  planned,"  Page 
says  "Everything  we've  done  is  about 
the  way  we  thought  we  would  do  it 
when  we  started."  PD,  Page  admits, 
originally  considered  building  a  smelt- 
er of  its  own,  but  rejected  it.   "You 


Narrow-Liner.  Unlike  Kennecoit 
and  Anaconda,  Phelps  Dodge, 
despife  its  recent  foray  into 
aluminum,  has  always  hewed 
closely  to  its  basic  copper  min- 
ing and  fabricating  businesses. 
And  with  good  reason.  The  pros- 
pects always  seemed  brightest 
there.  But  Phelps  Dodge's  con- 
servative chairman  and  chief 
executive,  one-time  lawyer  Robert 
Page,  is  a  man  with  an  open 
mind.  "We've  always  said  we 
wouldn't  diversify,"  he  says, 
"but      you      never      can      tell." 


can't  just  start  with  a  smelter,"  he 
says.  "You've  got  to  start  with 
alumina,  which  means  if  you're  going 
to  make  any  sense,  you've  got  to  start 
with  bauxite."  Fully  integrated  ca- 
pacity costs  something  like  $1,500  a 
ton,  and  PD  was  reluctant  to  commit 
itself  to  that  kind  of  investment.  Be- 
sides, to  build  a  smelter  of  economic 
size,  PD  would  have  to  commit  itself 
to  producing  far  more  aluminum  than 
even  its  expanding  fabricating  opera- 
tions could  absorb. 

So,  having  concluded  it  couldn't 
move  into  aluminum  fabricating  with- 
out finding  some  way  of  getting 
primary  aluminum  below  the  list 
price,  PD  hit  on  its  interesting  com- 
promise— lending  money  to  others  to 
build  the  capacity  it  was  unwilling 
to  build  itself  and  then  buying  what 
aluminum  it  needed  under  long-term 
contracts.  "We  don't  make  as  much 
money  this  way  as  we  would  have 
if  we'd  built  a  smelter,"  Page  says. 
"But  we  don't  have  to  put  in  nearly 
the  amount  of  money  we  would  have 
otherwise  had  to." 

Basic   Strategy    Unaltered 

But  even  if  PD  should  pick  up  the 
option  on  the  smelter,  Page  has  no 
intention  of  altering  PD's  basic  strat- 
egy— to  hold  its  aluminum  investment 
($80  million  so  far,  including  $60  mil- 
lion in  loans,  $20  million  in  fabri- 
cating plants)  to  a  minimum  and 
to  commit  itself  only  as  far  as  it  ab- 
solutely has  to  in  order  to  support  its 
own  fabricating  operations.  "We're 
aiming  at  a  balanced  operation,"  Page 
says,  and  by  1971,  he  figures,  PD's 
manufacturing  and  fabricating  opera- 
tions will  absorb  90,000  tons  of 
aluminum  a  year  vs.  40,000  in  1967. 
A  35,000-ton  smelter  represents  the 
difference  between  its  prospective  re- 
quirements and  the  amount  ol  metal 
it  has  already  agreed  to  take  under 
tolling  agreements.  In  itself,  of  course, 
a  35,000-ton  smelter  would  normally 
not  be  economic,  but  as  an  adjunct 
to  somebody  else's  plant — presumably 


No  Mean  Achievement/ 


In  the  fiercely  competitive  synthetic 
fibers  business,  North  Carolina's 
smallish  American  Enka  Corp.  has 
unexpectedly  piled  up  a  growth 
record  in  recent  years  that  not  even 
the  giants  of  the  business — du  Pont, 
Monsanto  or  American  Cyanamid — 
can  match.  And  it  has  done  so  despite 
its  dependence  for  the  bulk  of  its 
business  on  rayon  and  njlon,  two 
commodities  that  have  been  price  vul- 
nerable in  the  past  few  years. 


American  Enka's  not  only  holding 
industry's  giants.  These  days,  it's 


But  despite  its  heavy  commitment 
to  nylon  and  rayon,  American  Enka, 
as  President  Claude  Ramsey,  43, 
points  out,  is  in  a  sense  neither  so 
small  nor  so  vulnerable  as  it  looks.  For 
one  thing,  Enka  is  less  dependent  on 
the  close-priced  tire  market  (9%  of 
fiber  sales)  than  it  is  on  the  rug  and 
home  furnishing  market  (29%),  and  in 
the  rug  business  nylon  still  is  a  hot 
fiber  because  of  its  low  price.  "We  ex- 
pect this  market,"  says  Ramsey,  "to 


its  own  with  the  fiber 
outperforming  them. 

double  in  five  years." 

For  another,  Enka  was  founded  in 
1928,  by  Algemene  Kuntzijde  Unie 
N.V.,  a  $732-million  Dutch  chemical 
holding  company,  which  still  owns 
56%  of  Enka's  common  stock,  and  this 
lias  meant  that  Enka  has  had  at  its 
disposal  AKU's  3,000-man  research 
team — a  circumstance  that  puts  Enka 
more  nearly  on  an  equal  footing  with 
its  large  competitors.  Thus,  much  of 
Enka's  effort  in  recent  years  has  gone 
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WHAT'S  AHEAD  FOR  COPPER?- 


A 


As  the  grueling  nine-month  copper 
strike  n eared  its  end  early  this  year 
&  number  of  copper  experts  began 
to  argue  that  once  the  pent-up 
demand  created  by  the  strike  was 
satisfied,  the  copper  price  would 
inevitably  begin  to  fall.  So  far  this 
hasn't  happened.  The  U.S.  pro- 
ducers' price  has  held  at  42  cents 
a  pound,  and  the  London  Metal 
Exchange  price  still  is  comfortably 
above  it — somewhere  around  50 
cents.  Is  this  merely  the  calm  be- 
fore the  storm,  or  is  the  world 
copper  industry  in  for  a  period  of 
price  stability  such  as  that  prevail- 
ing during  the  early  Sixties?  Last 
month  Forbes  asked  Phelps  Dodge 
Chairman  Robert  G.  Page  for  some 
answers. 

"I  don't  think  we  have  any  very 
definite  view  on  copper  prices," 
Page  says.  "A  lot  of  people  have 
been  saying  copper  prices  were 
coming  down.  We  haven't  said  that. 
I  think  we  would  have  expected 
the  outside  market  to  be  closer 
to  the  producer's  price  than  it  is. 
Actually,  the  European  consuming 
market,  which  was  somewhat  in 
the  doldrums  for  a  year  and  a  half, 
has  come  back.  So  the  demand  has 
been  good  in  Europe,  and  the  de- 


mand here  has  been  all  right.  The 
result  is  that  there  has  been  no 
pressure  of  any  kind  on  the  do- 
mestic producers'  price.  I  don't 
think  there  can  be  as  long  as  the 
European  price  is  above  it.  But 
I  don't  think  we  can  guess  when 
there'll  be  a  price  change  or 
whether  it'll  be  up  or  down." 

At  the  moment  Page  would  be 
happy  to  see  the  price  stay  right 
where  it  is.  It's  adequate  to  com- 
pensate for  the  industry's  wage  in- 
creases, and  it's  low  enough  not 
to  encourage  any  more  substitution 
than  is  always  encouraged  by  a 
substantial  price  differential  be- 
tween copper  and  aluminum.  "With 
aluminum  at  26  cents  nominally 
and  copper  at  42,"  Page  says, 
"there's  a  certain  amount  of  sub- 
stitution, as  there  has  been  for  30 
years.  If  that  price  were  40  in- 
stead of  42,  would  it  make  any 
real  difference?  I  don't  think  so." 
On  the  other  hand,  Page  says, 
a  return  to  the  32-cent  price  of 
the  early  Sixties  would  no  longer 
be  comfortable  for  the  industry. 
U.S.  wages  and  costs  have  gone  up, 
and  so  have  those  of  some  foreign 
producers — particularly  Zambia's. 

Page   sees   no   reason   to   believe 


that  the  long-term  4.5%  rate  of 
growth  in  annual  copper  consump- 
tion will  change,  but  he  is  not  at 
all  alarmed  by  the  projected  sur- 
pluses some  experts  see  in  the 
early  Seventies  as  the  result  of 
the  industry's  current  expansion. 
"As  of  right  now  we  do  not  expect 
either  a  great  surplus  or  a  great 
shortage  in  the  early  Seventies. 
You  can  get  a  theoretical  surplus 
if  you  assume  100%  capacity  opera- 
tion, but  if  there's  one  thing  you 
don't  get  in  the  copper  industry, 
that's  it." 

During  the  early  Sixties  the 
foreign  producers  managed  to  en- 
gineer an  unprecedentedly  long 
period  of  price  stability,  partly  by 
curtailing  production  and  partly  by 
supporting  the  price  on  the  London 
Metal  Exchange,  but  Page  doubts 
the  industry  can  count  on  that  hap- 
pening again.  "The  foreign  produc- 
ers in  those  days  were  European 
commercial  companies,"  he  says. 
"The  foreign  producers  today  are 
to  all  intents  and  purposes  govern- 
ments, and  what  they  will  do  I 
don't  know.  And  I  don't  think 
there's  much  point  in  speculating 
on  it,  because  I  don't  think  they 
know  either." 


J 


Swiss  Aluminum's  in  Tennessee — such 
smelter  would  not  only  be  economic, 
t  could  also  be  built  for  a  relatively 
mall  outlay  of  capital. 

Page's  determination  to  restrict 
'helps  Dodge's  aluminum  investment 
terns  not  simply  from  the  copper- 
lan's  distrust  of  aluminum  or  even 
'helps  Dodge's  traditional  reluctance 
o  spend  a  cent  on  anything  it  doesn't 
eed  to.  'The  big  question,"  Page 
ays,  "is  how  attractive  is  an  invest- 
ment in  the  aluminum  industry?  It's 
hvays    going    to    be    attractive,    but 


you  know  the  figures,  they're  not 
very  good."  They  certainly  are  not. 
Since  the  early  Sixties,  for  all  their 
vaunted  growth,  the  Big  Four  alumi- 
num producers  have  averaged  a  mere 
6%  return  on  capital,  well  below  the 
10%  average  of  the  Big  Three  copper 
producers*  and  Page  is  not  at  all  sure 
that  aluminum's  prospects  are  likely 
to  improve.  "I'm  not  at  all  sure,"  he 
says,  "that  we  would  ever  want  to  say 
at  some  point,  Let's  go  ahead  and 
put  a  billion  dollars  into  this  kind  of 
operation.  We  haven't  been  prepared 


to  say  that  in  the  past,  and  I'm  sure 
we  aren't  prepared  to  say  it  now." 

Clearly  Phelps  Dodge  is  not  known 
as  the  industry's  most  conservative 
company  for  nothing,  but  to  date 
Robert  Page  has  found  little  in  Phelps 
Dodge's  conservatism  to  apologize  for. 
Other  companies  may  sometimes  seem 
more  imaginative  or  adventurous,  but 
Phelps  Dodge  has  never  forgotten 
that  its  primary  business  is  to  make 
a  decent  return  on  its  stockholders' 
money.  PD  has  done  that.  In  recent 
years,  its  return  has  averaged  14.3%.  ■ 


lto  the  development  and  promotion 
f  proprietary  nylon  products  like 
Inkasheer  (used  in  ladies'  hosiery) 
nd  Crepeset  (lingerie)  which  com- 
mand profit  margins  twice  what  they 
|re  in  commodities. 
More  important,  because  of  AKU's 

Iirge  holdings,  Enka  has  been  under 
o  obligation  to  produce  earnings 
)lely  for  their  impact  on  the  stock 
mrket,  and  this  has  meant  that  in 
'lounting  its  expansion — first  in  nylon 
nd  currently  into  polyester  fibers — 
inka  has  been  free  to  write  off  every- 
ling  as  rapidly  as  possible — for  both 
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tax  and  book  purposes.  By,  in  effect, 
understating  its  earnings,  Enka  has 
been  able  to  keep  its  dividend  payout 
moderate  (45%)  and  reinvest  the  bulk 
of  its  cash  flow  in  the  business — $125 
million  over  the  past  five  years,  no 
mean  achievement  for  a  company,  still 
virtually  debt  free,  that  even  now  has 
assets  of  only  S200  million. 

The  payoff  came  last  year  when 
fiber  prices  fell  sharply.  Because  of  its 
specialized  markets,  Enka's  earnings 
— off  44% — were  little  more  vulnerable 
than  those  of  its  big  competitors.  This 
year — because  Enka  isn't  as  diversi- 


fied— its  earnings  caught  the  full  im- 
pact of  rising  fiber  prices,  rose  over 
80%,  twice  as  fast  as  those  of  its  big 
competitors. 

As  Ramsey  sees  it,  Enka  is  just 
getting  started.  Ramsey  is  shooting  for 
$500  million  in  sales  by  1974  vs. 
roughly  $200  million  currently,  and 
though  this  will  probably  require  an 
acquisition  or  two  and  the  assumption 
of  substantially  more  debt,  he  has  no 
reason  to  think  it's  anything  but  an 
attainable  goal.  The  trick  will  be  to 
maintain  Enka's  13%  annual  earnings 
growth  rate  in  the  process.  ■ 
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As  I  See  It 


An  interview  with  FTC  Commissioner  Jones 


As  the  only  Republican  on  the  Federal  Trade  Commission,  Mary  Gardiner  Jones  na- 
turally will  be  first  in  line  to  become  chairman  if  Richard  M.  Nixon  is  elected  President. 
Lawyers  who  specialize  in  antitrust  cases,  both  in  the  government  and  out,  consider  her 
a  militant  "trust  buster."  In  fact,  that  is  one  of  the  reasons  why  Attorney  General 
Herbert  Brownell  appointed  her  a  trial  lawyer  for  the  Antitrust  division  of  the  Justice 
Department  during  the  Eisenhower  Administration.  He  wanted  to  dispel  the  idea  that 
Republican  were  "soft  on  big  business."  President  Johnson  nominated  Miss  Jones 
for  the  FTC  in   1964,  the  first  woman  ever  to  get  the  job. 

Now  47,  Miss  Jones  is  a  member  of  the  New  York  landed  gentry  family  that  has 
owned  Gardiner's  Island  since  the  1600s.  She  was  graduated  from  Wellesley  College 
and  Yale  Law  School  and  worked  under  General  William  J.  (Wild  Bill)  Donovan,  head 
of  the  World  War  II  OSS,  in  his  New  York  law  firm,  Donovan,  Leisure,  Newton  &  Irvine. 


Miss  Jones,  there  has  been  such  a 
rush  toivard  forming  conglomerates  of 
late,  the  FTC  has  ordered  a  major 
study  of  the  phenomenon  with  a  view 
toward  dialing  what,  if  anything, 
should  he  done  about  them  under  the 
antitrust  laws.  How  do  you  define  a 
conglomerate  when  you  look  for  a  pos- 
sible violation  of  the  antitrust  laws? 

Commissioner  Jones.  A  conglomerate 
from  our  point  of  view  involves  a 
merger  or  a  series  of  mergers.  We  have 
to  look  under  Section  7  [of  the  Clayton 
Act]  to  see  whether  it  restrains  compe- 
tition or  not.  With  vertical  [acquiring 
a  supplier  or  sales  outlet]  mergers,  the 
possible  anticompetitive  effect  is  much 
more  immediate,  much  easier  to  see. 
Somebody    has    been    eliminated    or 


somebody  probably  will  be  eliminated. 
When  you  move  into  a  pure  conglom- 
erate, not  a  market  extension  or  prod- 
uct extension — like  P&G's  attempted 
acquisition  of  Clorox — there's  nothing 
immediate  that  leaps  at  you.  Litton 
Industries'  move  into  the  field  of  med- 
icine is  an  example.  You  have  to  look 
into  the  structure  of  the  industry  the 
company  is  moving  into.  Was  it  likely 
the  conglomerate  could  have  gone  into 
the  industry  on  its  own?  Was  it  elimi- 
nating a  competitor? 

Even  though  it  wasn't  a  so-called 
"pure"  conglomerate  acquisition,  wasn't 
this  the  crux  of  the  matter  when  the 
FTC  directed  General  Foods  to  divest 
itself  of  S.O.S.,  the  scouring  pad  man- 
ufacturer it  had  acquired? 


"Some 

Conglomerates 

Carry 

within  Themselves 

the  Seeds 

of  Their  Own 

Destruction" 


Comm.  Jones.  Indeed  it  was.  Let's  look 
at  what  I  said  in  the  opinion:  "The 
standards  to  be  applied  in  delineating 
a  line  of  commerce  do  not  depend 
upon  the  form  of  the  merger  but  on* 
the  realities  of  the  market  in  which 
the  merged  companies  operate.  . 
This  incorporation  of  S.O.S.  directly 
into  General  Foods'  over-all  distribu- 
tional organization  provided  an  incen- 
tive for  General  Foods'  customers 
(supermarkets)  to  include  the  S.O.S.' 
product  in  their  orders  of  other  Gen- 
eral Foods'  products  .  .  .  [the  com-' 
pany]  did  induce  purchases  by  offer- 
ing discounts  based  on  combined  pur- 
chases of  the  products  of  various  divi- 
sions of  General  Foods.  .  .  .  After  the 
acquisition,  S.O.S.'  share  of  the  mar- 
ket increased  from  51%  in  1957  to  56? 
in  1962.  The  market  share  of  [a  sin- 
gle-product company]  Brillo,  its  near- 
est competitor,  declined  during  this 
same  period  from  47.6%  to  41.8%.  . 
Because  it  [General  Foods]  chose  tc 
achieve  this  market  position  by  mer- 
ger it  runs  afoul  of  Section  7." 

In  your  written  opinion  in  the  Gen- 
eral Foods  case,  you  seem  concemeo 
with  the  way  a  company  enters  a  mar- 
ket as  well  as  the  traditional  lessening 
of  competition  by  a  specific  merger 
Why  are  you  so  preoccupied  with  just 
how  a  company  gets  into  a  market? 

Comm.  Jones.  When  we  look  at  thf 
structure  of  a  market,  we  also  musi 
look  at  the  barriers  to  entry.  We  haw 
to  determine  whether  the  acquirer, 
company  could  have  gone  into  th( 
market  on  its  own  or  whether  its  nev 
presence  might  keep  others  out.  Per 
haps  it's  easier  to  see  in  a  case  like  th< 
Kennecott  Copper-Peabody  Coal  com 
plaint.  We  have  here  an  instance  of  ; 
copper  company  that  was  actuall; 
moving  into  the  coal  industry  on  it 
own.  Kennecott  was  experimentin)  ' 
with  a  small,  previously  acquired  coa 
property.  The  complaint  says  tha  | 
Kennecott,  in  effect,  eliminated  itsel 
as  a  probable  new  entrant  into  th 
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are  they 
immoral? 


Oddly  enough,  some  people  seem  to  think  so. 

They  seem  to  think  that  all  those  glorious  catalogs— the 
kind  in  which  you  can  lose  yourself  for  hours  on  end  in  pleasant 
daydreams— encourage  us  to  spend  money  on  things  we  really 
don't  need. 

They  think  that  all  the  different  brands  of  the  same  kinds 
of  products— all  clamoring  for  your  attention— represent  an  eco- 
nomic waste. 

They'd  like  to  avoid  all  that  by  having  fewer  brands  com- 
peting for  your  attention.  Less  advertising. 

But,  when  you  come  right  down  to  it,  that's  not  the  kind  of 
thinking  that  created  so  many  of  our  jobs  in  this  country. 

It's  not  the  kind  of  thinking  that  has  given  us  a  standard  of 
living  most  of  the  world  envies. 

The  ivory  tower  critics  call  competition  wasteful. 


Yet,  isn't  it  just  this  competition  that  has  created  our  jobs 
and  our  prosperity? 

Isn't  it  competition  that  drives  manufacturers  to  work 
harder  ...  to  bring  out  new  products  that  make  life  easier  and 
more  fun  ...  to  build  better  products  and  to  keep  prices  down? 

Manufacturers  have  to  innovate  and  build  better  and  keep 
prices  in  line ...  or  Americans  just  stop  buying. 

That's  the  way  the  system  works.  We,  the  consumers,  have 
the  ultimate  weapon— free  choice. 

And,  since  nobody  knows  how  much  you  can  interfere  with 
the  free-choice  system  without  damaging  it  .  .  .  let's  be  careful 
about  how  we  tinker  with  it  in  response  to  the  critics. 

Can  you  imagine  a  Montgomery  Ward  catalog  with  only 
ten  pages  in  it? 

The  mind  boggles. 

Magazine  Publishers  Association 

An  association  of  365  leading  u.  S.  magazines 


hoover  ball  and  bearing  company 

55th  ANNUAL  REPORT 
IS  NOW  AVAILABLE 


financial  synopsis 

YEARS  ENDED  JULY  31 

1968 

1967 

Net  sales 

$155,631,000 

$129,424,000 

Earnings  before 

income  taxes.. 

18,307,000 

13,704,000 

Income  taxes.... 

9,500,000 

6,150,000 

8,807,000 

7,554,000 

Per  share  data: 

Net  earnings... 

$2.45 

$2.10 

Cash  dividends 

1.25 

1.20 

This  is  by  far  the  most  comprehensive  annual  report  ever 
issued  by  Hoover  Ball.  Included  are  extensive  financial  and 
operations  review  sections  illustrated  with  graphs  and  tables. 
Products  and  key  markets  are  listed  by  Standard  Industrial 
Classification.  Detailed  statistical  records  with  supporting 
notes  highlight  the  company's  out- 
standing growth  over  the  last  ten 
years.  In  addition,  Hoover  News 
1968  covers  interesting  aspects  of 
products,  markets  and  various  com- 
pany activities.  Return  the  coupon 
for  your  copy. 
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coal  industry  when  it  went  out  and 
bought  a  major  coal  company. 

Aside  from  the  straight  anticom- 
petitive aspect,  do  you  think  conglom- 
erates make  sense  economically?  Are' 
they  efficient?  Are  they  good  for  a 
business  in  the  long  run? 

Mrs.  Jones.  Theoretically,  this  should 
be  irrelevant  for  the  FTC  because  we 
"  must  first  always  ask  ourselves,  does  it 
restrain  competition?  Of  course,  when 
we  make  a  market  study  of  a  conglom- 
erate, as  was  made  in  the  General 
Foods  case,  we  usually  look  into  these 
broader  economic  elements. 

What  about  the  sometimes  un- 
planned business  effects  of  a  com- 
pany's move  into  a  new  industry? 
We're  thinking,  for  example,  of  com- 
panies like  Westinghouse,  American 
Standard  and  others  moving  into  the 
housing  business.  In  one  case,  we 
heard  that  one  of  these  companies  was 
receiving  complaints  from  good  cus- 
tomers who  resented  their  supplier's 
"new  competition." 

Mrs.  Jones.  If  this  is  true,  it's  an  ex- 
ample of  the  conglomerate  coming 
back  on  itself.  Not  necessarily  in  the 
case  of  the  companies  you  mentioned, 
but  in  other  cases,  we  have  seen 
where  some  conglomerates  carry  with- 
in themselves  the  seeds  of  their  own 
destruction.  This  concerns  us  because 
of  the  fact  that  some  conglomerates 
have  great  trouble  catching  up  with 
information  about  whether  some  divi- 
sions are  making  a  profit  or  not  be- 
cause of  the  growing  gap  between 
profits  and  cost.  One  of  the  things 
competition  is  supposed  to  do  is 
make  sure  that  prices  are  responsive 
to  costs.  If,  in  a  conglomerate,  it  is 
difficult  for  prices  to  be  responsive  to 
costs  because  the  gap  is  so  wide, 
due  to  arbitrary  indirect  cost  al- 
locations, then  we  have  a  problem. 
Efficiency  won't  have  its  role  to  play 
to  make  sure  the  consumer  is  getting 
the  best  price. 

Isn't  the  FTC  sometimes  one  step 
behind  the  times?  Shouldn't  the  whole 
question  of  conglomerates  have  been 
studied  and  sorted  out  much  sooner 
than  this? 

Mrs.  Jones.  Yes,  we  are  often  behind 
the  times  on  some  issues.  Tex  Thorn- 
ton [Litton  chairman]  told  me:  "You 
people  are  too  negative.  All  you  do  is 
a  policing  action.  I  don't  see  why  you 
people  don't  plan."  Now  I  thought  I 
would  never  hear  a  businessman  tel" 
someone  from  a  government  agenc) 
that  they  ought  to  engage  in  [eco- 
nomic]   planning.    It    surprised    me. 
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When  I  read  Galbraith's  book.  The 
New  Industrial  State,  I  put  the  two 
together  and  I  understood  what  Thorn- 
ton was  saying.  He's  saying  that  his 
company  plans  its  acquisitions  policy 
ten  years  in  advance  and  the  FTC 
conies  loping  in  on  the  tenth  year  and 
says:  "You  can't  do  it."  He's  saying 
we  ought  to  work  together  earlier. 

Work  together?  You  mean  work  to- 
gether  to  map  out  regulatory  policy? 

Comm.  Jones.  I  would  go  further  than 
that.  In  the  future,  I  would  like  to  see 
business,  business  schools  and  econo- 
mists brought  more  into  this.  I  would 
also  like  to  see  much  more  coordina- 
tion on  policy  among  government 
agencies  concerned  with  economic 
planning.  I'd  like  to  see  us  work  closer 
with  the  Justice  Department  and  the 
Council  of  Economic  Advisers.  We 
should  single  out  what  areas  of  the 
econoim  seem  to  be  the  most  sticky, 
the  areas  where  we  ought  to  allocate 
our  resources.  We  are  administering 
an  important  national  economic  policy 
in  connection  with  conglomerates.  We 
shouldn't  be  doing  it  all  by  ourselves. 

Over  tin  years  you  haw  also  been 
Concerned  with  protecting  consumers. 

Does  this  consumer  job  hare  anything 
to  do  with  conglomerai 

(  iinim  [ONI  S.  Oh  \cs.  when  a  con- 
glomerate can  push  a  product  oft  a 
supermarket  shell  or  push  it  back  out 
ol  sight — as  was  suggested  in  the  Gen- 
eral  Foods-S.O.S.  opinion — then  it  is 
ver)  interesting  to  the  consumer. 

What  do  you  think  will  happen  over 
tin  next  four  years  with  a  new  ad- 
ministration? Will  we  have  a  softer 
liiu   on  antitrust  or  a  harder  line0 

Comm.  Jones.  I  think  this  country  is 
iacing  some  very  basic  economic  deci- 
sions. Whoever  the  President,  he  will 
find  mounting  criticism  from  those 
who  feel  the  market  is  no  longer  a  reg- 
ulator of  corporate  conduct.  I  don't 
agree  with  this.  I  think  the  market  can 
still  be  a  regulator,  but  we  have  to 
bolster  it  where  it  is  sluggish.  Con- 
sumers are  worried.  The  whole  coun- 
try is  worried  about  price  competition. 
If  we  get  a  President  who  is  soft  on 
antitrust  for  the  next  four  years,  he 
would  be  doing  the  business  commun- 
ity harm,  real  harm.  If  business  under 
antitrust  regulation  doesn't  keep  things 
in  line  and  corporations  become  more 
powerful,  swallowing  up  competitors 
faster,  we  will  hear  a  chorus  of  de- 
mands to  "break  'em  up."  And  if  Con- 
gress moves  in  by  prescribing  far  more 
government  regulations,  that  really 
would  hurt  business.  ■ 


The  do-it-yourself  boxcar. 

Put  your  tools  away.  Just  two  hands  are  needed  for  this  job.  Belt  rails 
inside  the  car  can  be  snapped  into  an  almost-unlimited  number  of  posi- 
tions to  fit  your  product's  shape.  This  means  loads  can  be  compartmen- 
talized when  you  ship  an  assortment.  Or  double  and  triple  decked  for 
better  space  utilization,  and  better  rates,  too.  Anyway  you  do  it,  the 
shipment  is  always  snug  and  secure.  Out  of  harm's  way. 

Our  fleet  of  do-it-yourself  boxcars  is  adaptable  to  most  any  manufac- 
tured product.  No  matter  what  its  shape.  Call  our  local  salesman.  Or 
write:  Vice  President,  Merchandise  Freight  Group,  One  Charles  Center, 
Baltimore,  Maryland  21201. 


THE  C&O/B&O  RAILROADS 


Cleveland  44101     •    Baltimore  21201 


Why  Some  Supermarket  Chains 
Are  More  Profitable  than  Others 

Supermarket  chains,  a  giant  segment  of  U.S.  business,  are  again  attract- 
ing investor  interest  now  that  rising  sales  are  once  more  being  trans- 
lated into  satisfactory  earnings. 

The  prosperity  in  the  industry  is  quite  general  but  the  regional  chains 
are  continuing  to  make  inroads  into  overall  markets  at  the  expense  of 
the  larger  chains.  Why  is  this  happening?  What  advantages  do  local 
operators  possess?  These  questions,  and  trends  in  the  industry  as  a 
whole,  are  discussed  in  our  October  Monthly  Letter,  now  available  to 
investors. The  growth  of  food  chains,  recent  trends  in  merchandising, 
and  the  increasing  emphasis  on  discounting  are  examined.  Included  in 
the  Letter  are  tables  presenting  the  basic  information  about  this  in- 
dustry and  its  19  leading  companies. 

The  Letter  discusses  the  stocks  of  three  of  these  companies  that,  in 
our  opinion,  are  attractive  for  current  purchase.  For  your  free  copy  of 
our  October  Monthly  Letter,  simply  write  or  call  at  our  nearest  office. 


Successful  investors  know  Goodbody 
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The  Money  Men 


Is  Even 

U.S.  Steel 

Safe? 


Arthur  J.  Rock 


From  the  bestselling  book,  The 
Money  Game,  talking  about  to- 
day's boy  geniuses  of  Wall  Street: 
"One  day  the  orchestra  will  stop 
playing  and  the  wind  will  rattle 
through  the  broken  window  panes. 
...  All  of  these  kids  but  one  will 
be  broke  and  that  one  will  be  the 
multimillionaire,  the  Arthur  Rock 
of  the  new  generation." 

Who  and  where  is  Arthur  Rock? 

We  are  glad  to  report  that 
Rock,  now  aged  42,  is  alive  and 
well  and  living  in  San  Francisco. 
He  is  living  very  well,  in  fact.  Ten 
years  ago  he  was  a  struggling  se- 
curity analyst  in  the  canyons  of 
Manhattan.  Today  he  is  worth,  on 
paper  at  least,  upwards  of  $10  mil- 
lion, which  enables  him  to  indulge 
his  preference  for  San  Francisco 
over  the  East  (he  was  born  in 
Rochester,  N.Y.)  and  also  to  take 
frequent  trips  to  Aspen  to  indulge 
in  his  rather  strenuous  sports,  ski- 
ing and  mountain  climbing. 

How  do  you  get  to  be  like  Ar- 
thur Rock?  I  laid  work?  Shrewdness 
in  the  stock  market?  Knowing  how 
to  sell  yourself?  None  of  these  was 
the  prime  contributor  to  Rock's 
smashing  success.  Hook  got  rich  be- 
cause he  backed  two  very  smart 
businessmen. 

Their  names  are  Dr.  Henry 
Singleton    and    Max    Palevsky.    If 


those  names  don't  ring  a  bell,  this 
further  information  will:  Singleton 
founded  and  heads  Teledyne,  Inc. 
(a  company  that  is  fast  pushing 
towards  the  billion-dollar  mark) 
and  Palevsky  heads  Scientific  Data 
Systems  (up  from  $1  million  in 
sales  to  around  $100  million  in  six 
years). 

What  happened  was  this:  Rock 
graduated  from  Harvard  Business 
School  in  1951  and  went  to  work 
for  Hayden,  Stone  where  he  work- 
ed on  the  underwriting  of  new  is- 
sues. He  did  extremely  well  pick- 
ing applied  science  stocks  during 
the  hot-issue  boom  of  the  late 
Fifties  and  early  Sixties.  Smelling 
the  May  1962  crash  coming,  he 
sold  out  for  about  $500,000  and 
headed  west.  With  a  San  Francisco 
lawyer  named  Thomas  J.  Davis  Jr., 
an  older  man,  he  started  a  venture- 
capital  partnership.  They  put  in 
some  money  themselves  and  raised 
more  by  taking  in  a  handful  of 
other  partners.  Rasically,  it  was  a 
small  operation. 

Teledyne  was  the  first  investment. 
Davis  &  Rock  bought  what  would 
now  be  45,000  shares  for  about 
$6.50  a  share  (recent  price  $98).  Sci- 
entific Data  Systems  was  the  sec- 
ond. For  $280,000  Davis  &  Rock 
got  what  is  now  700,000  shares 
of  stock;  it  is  now  worth  about  $85 
a  share  as  against  a  cost  price  of 
40  cents.  It  was  Rock's  share  of 
these  gains  which  turned  his  nest 
egg  into  a  small  fortune. 

So  now  we  know  how  Arthur 
Rock  got  rich.  The  only  thing  we 
don't  know  is:  How  do  you  tell  a 
Singleton  or  a  Palevsky  from  a 
phony  or  a  flop? 

We  asked  Arthur  Rock,  a  trim, 
almost  fragile-looking  man  with 
slicked-down  black  hair  and  a  slow 
way  of  talking.  He  did  his  best  to 
tell  us. 

"First  of  all,  it's  important  thai 
the  men  you  back  know  what  they 
want  to  do.  What  Singleton  wanted 
to  do  was  to  build  a  great  company. 
As  simple  as  that.  Rut  he  said  it 
sincerely.  He  said  it  humbly. 

"What  kind  of  company  they 
have  been  associated  with  is  im- 
portant. Singleton  had  been  a  Lit- 
ton vice  president,  but  he  was  will- 
ing to  throw  away  an  assured  ca- 
reer for  the  chance  to  do  what  he 
really  wanted  to. 

"I  look  for  people  who  have  been 
in    a   profit-making    position,    who 


have  been  at  risk.  I  don't  just  want 
scientists  or  experts.  Their  creden- 
tials in  these  senses  are  more  im- 
portant to  me  than  their  idea.  And 
there's  one  thing  that  really  turns 
me  off.  It's  long  studies,  elaborate 
brochures."  With  a  shrug  of  his 
shoulders:  "What  do  they  prove?" 

Rock  is  very  tough  on  what  he 
will  back.  There  have  been  no  com- 
puter-leasing outfits,  even  though 
these  issues  have  been  hot  in  re- 
cent stock  markets.  He  gets  an 
average  of  300  propositions  a  year, 
most  of  which  never  get  beyond  a 
telephone  call.  One  of  the  few  that 
has  lately  was  his  participation  in 
a  group  that  this  summer  pur- 
chased a  controlling  interest  in  the 
Benrus  Watch  Co.  and  installed  a 
new  top  management  team. 

A  watch  company  for  the  back- 
ers of  SDS  and  Teledyne?  "My 
theory  isn't  science,"  Rock  replied. 
"It's  people.  My  friends  at  Benrus 
are  good  managers."  The  magic  of 
the  Rock  name  already  has  made 
Benrus  a  success,  at  least  in  the 
stock  market.  Rock  himself  already 
has  a  paper  profit  of  $520,000  on 
his  original  $360,000  investment. 

Talking  about  stocks,  we  decided 
to  ask  Rock  what  he  thinks  about 
the  stock  market  these  days.  With 
the  new  issues  booming  and  the 
frenetic  speculation  in  small  stocks, 
wasn't  it  starting  to  look  like  late 
1961?  "There  are  some  of  the  ele- 
ments," Rock  said.  "But  I  don't 
think  there  is  the  general  indiscri- 
minate pricing  of  stocks  we  had  in 
1961  and  1962." 

Are  you  really  sure  of  that?  we 
asked  him. 

He  grinned,  backtracking  some- 
what: "I've  been  reading  a  book 
about  the  stock  market.  It  tells 
about  the  guys  who  got  out  in  1929 
and  then  were  wiped  out  because 
they  went  back  in  1930  and  1931. 
I  must  admit  that  it  sobered  me 
up  a  bit." 

We  asked  him  about  the  con- 
glomerate business.  Isn't  that  shades 
of  some  of  the  leveraging  and 
pyramiding  done  in  the  Twenties? 

That  raised  Rock's  temperature 
a  bit,  because,  obviously,  you  can't 
get  much  more  conglomerate  than 
Teledyne.  "The  conglomerate,"  he 
said,  "is  an  economic  necessity. 
Good  conglomerate  management 
provides  a  discipline  in  allocation 
of  assets  that  is  missing  in  too 
many  big  corporations." 

Yes,  we  said,  but  migawd,  how 
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PRESCRIPTION  PEP"- 


Exactly  what  can  Hornblower  do 

for  a  man  who  owns  his  own  business 

and  has  $45,000  to  invest? 


des  giving  him  a  warm  welcome, 
iblower  would  take  these  specific 

5  '. 

)esign  a  purely  personal  invest- 
lent  plan.  Nothing  prepackaged, 
■o  know  the  man,  study  his  current 
ion,  help  him  set  objectives.  In 
:ase,  most  likely  one  that  aims  for 
e-average  growth  of  capital  with 
mum  increase  in  taxes. 

Put  this  personal  plan  into  action. 
Presuming  a  goal  of  above- 
age  portfolio  growth,  the  Horn- 
ier registered  representative 
d  call  upon  the  resources  of  Horn- 
er's definitive  research  to  select 
rities  considered  to  have  high 
rth  potential. 


3  Check  performance.  We  believe 
■  that  helping  to  keep  you  on  target 
is  just  as  important  as  lining  up  your 
original  goals.  Which  is  why  your 
Hornblower  representative  is  avail- 
able to  review  his  clients'  portfolios  at 
regular  intervals. 

4  Pay  careful  attention  to  details. 
■  Hornblower  backs  up  its  repre- 
sentatives with  one  of  the  most  exten- 
sive and  advanced  computer  systems 
on  Wall  Street.  Automated  clerical 
procedures  result  in  highly  accurate 
account  handling. 

5  Offer  a  full  range  of  investment 
■  services ;  a  strong  network  of  63 
offices  linked  by  one  of  the  fastest  and 
largest  private  wire  systems  in  the 
nation ;  a  steady  flow  of  new  and  sec- 
ondary issues  from  our  underwriting 
department. 


That's  what  Hornblower  can  do  for 
the  businessman  who  wants  to  invest. 
Now,  exactly  what  can  Hornblower  do 
for  you?  Glad  you  asked.  We'd  be 
happy  to  talk  over  your  personal  situ- 
ation. Call  or  visit  our  office  soon. 

Hornblower 
&  Weeks 
Hemphill 
Noyes  h 

Members  New  York  Stock  Exchange 

Offices  Coast  to  Coast 

8  Hanover  Street,  New  York,  N.  Y.  10004 


New  Issue 


this  advertisement  is  neither  an  offer  to  sell,  nor  a  solicitation  of  offers  to  buy,  any  of 
these  securities.  The  offering  is  made  only  by  the  Prospectus. 

October  2,  1968 


562,500  Shares 

mum  mwss^ams 


Common  Stock 

(Par  Value  $1) 


Price  $22.50  Per  Share 


These   Shares   are   not   being  sold   or   proposed   for   sale   in 
New  York  and  no  Prospectus  may  be  obtained  in  New  York. 

Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which  this 
announcement  is  circulated  from  only  such  of  the  underwriters  as  may  legally 
offer  these  securities  in  compliance  with  the  securities  laics  of  such  State. 


HORNBLOWER  &  WEEKS-HEMPHILL,  NOYES 
KIDDER,  PEABODY  &  CO. 

Incorporated 

BACHE  &  CO.        DOMINICK  &  DOMINICK,        G00DB0DY  &  CO. 

Incorporated  Incorporated 

F.  S.  MOSELEY  &  CO.  SHEARSON,  HAMMILL  &  CO. 

Incorporated 

WALSTON  &  CO.,  INC. 


WHITE,  WELD  &  CO. 
W.  E.  HUTTON  &  CO. 
G.  H.  WALKER  &  CO. 

Incorporated 


The  Money  Men 


This  announcement  is  not  an  offer  to  sell  nor  the  solicitation  of  an  offer  to  buy  any  of  these  securities. 

The  offering  is  made  only  by  the  Prospectus. 

NEW  ISSUE  October  2,  1968 


1,000,000  Shares 

Shareholders  Capital  Corporation 

Common  Stock 

(Par  Value  $0.50  Per  Share) 


Price  $20  Per  share 


0/  thi  Prospectus  may  be  obtained  in  any  State  from 

h  of  tin  s<  v<  ml  underwriters,  including  the  under- 

•  a  such  State. 


Eastman  Dillon,  Union  Securities  &  Co. 
"  y  !'.'  i*  °'  goodbody  &  co. 

Glore  porgan,  w  m.  r.  Si  wts  Inc.  Hobnblower  a  weeks-Hemphill,  Noyes 

WHITE,  H  ELDA  CO.  DBA!  Wrter  a  Co.  ('.  E.  Unterbbrg,  TOWBIN  CO. 

Bear,  Stearns  ft  Co.  dempsey-tegeler4Co.,Inc.  w.  e.  iutton&co. 

Reynolds  &  Co.  WALSTONftCciNC.  j.barth&co. 

Bi  air  <  Co.,  inc.  run i  r,  berund a  Weill,  inc.  McDonnell a  ca 

Incorporated 

PIPER,  JAFFRAI  1  HOPWOOD  SCHWABACHER  ft  CO.  THOMSON  ft  McklNNON 


far  could  it  go?  The  next  thing  you 
know  someone's  going  to  take  over 
U.S.  Steel. 

We  expected  him  to  say,  "No, 
not  that." 

But  he  surprised  us.  "Of  course, 

someone   will — and   should.   Some 

,  of    these    giant    companies    have 

managed  their  assets  very  badly." 

Do  you  mean  someone  should 
liquidate  Big  Steel? 

"Not  in  the  sense  of  closing 
plants.  It's  what  they  do  with  their 
cash  flow."  Rock  feels  the  steel  in- 
dustry has  wasted  much  of  its  huge 
cash  flow  by  overexpanding  in  steel 
rather  than  diversifying  into  more 
promising  businesses.  "Why  did 
they  do  it?  Because  they  are  old- 
line  managers  and  they  didn't  know 
what  else  to  do. 

"Then  there  are  these  cash  divi- 
dends they  pay  out.  Ridiculous. 
The  stockholders  only  reinvest  the 
money  anyway  and  it  gets  taxed 
twice.  If  old-line  managements  are 
afraid  to  stop  paying  dividends, 
they  can  become  part  of  a  con- 
glomerate that  will  do  it  for  them. 

"It  all  boils  down  to  the  same 
thing.  The  older  companies  don't 
know  what  to  do  with  cash." 

We  asked  him  what  he  thought 
about  the  Xerox-CIT  deal  (Fobbes, 
Oct.  15). 

"It's  the  same  thing.  CIT  man- 
agement showed  almost  no  growth. 
Its  stock  was  going  nowhere.  There 
was  no  real  pressure  to  put  the  as- 
sets where  they  would  earn  the  best 
return.  Xerox  will  manage  those 
assets  better." 

Before  departing  we  asked  Ar- 
thur Rock  what  new  worlds  he  was 
going  to  conquer.  The  partnership 
of  Davis  &  Rock  was  dissolved  this 
year,  having  run  the  seven  years 
provided  for  in  the  agreement. 
Rock  is  currently  looking  for  a 
young  associate,  but  he's  looking 
the  way  he  does  at  deals:  long  and 
carefully.  Right  now  he  operates 
with  only  a  secretary  from  a  fairly 
Spartan  office  in  downtown  Mont- 
gomery Street. 

In  answer  to  our  question  about 
his  future,  he  merely  shrugged 
and  smiled.  "When  I  read  The 
Money  Game,  I  called  Gerry  Good- 
man, the  author.  I  said,  'You  de- 
scribe me  as  belonging  to  the  old- 
er generation.  I  guess  I'll  have  to 
go  out  and  hire  a  kid  just  out  of 
college.'  Goodman  said,  'No,  get 
one  out  of  high  school.'  Things  are 
changing  that  fast."  ■ 
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May  Wc 
Recommend 
The 
"Woodsman's  Lunch" 
With 
Forbes  to  Follow 


The  "Woodsman's  Lunch,"  now  in  the  FORBES  collection,  is  by  the  19th 
century  artist  Eastman  Johnson,  known  as  "The  American  Rembrandt." 


First,  we  send  out  this  glimpse  of  bygone  America  on  a  handsome  announcement.  Then,  with  the 
New  Year,  a  survey  of  America  now  in  Forbes'  big  Annual  Report  on  American  Industry.  From  then 
on,  twice  a  month,  Forbes  will  keep  tabs  on  the  business  and  financial  community  for  any  friend 
you  name.  If  you're  looking  for  gifts  for  business  executives,  give  Forbes.  It's  a  business  magazine 
they  can  actually  enjoy  reading  as  well  as  profit  by.  After  all,  while  a  lot  of  business  talk  may  be 
computer  to  computer  these  days,  at  the  level  where  Forbes  is  involved,  it's  still  man  to  man. 
Gift  subscriptions  to  Forbes  are  available  at  special  rates.  You  pay  the  regular  $7.50  a  year  rate  on 
the  first  gift  only.  After  that,  all  gifts  are  $5— a  saving  of  Vz.  If  you  wish,  include  your  own  subscrip- 
tion, new  or  renewal.  For  the  grand  gesture,  there's  Forbes  for  three  years,  just  $15. 

Use  the  card  or  send  your  list 

A  gift  order  card  is  bound  in  this  issue.  Simply  fill  out  the  details  and  mail  with  your  check— or  tell 
us  to  bill  you  later.  An  announcement  bearing  a  fine  reproduction  of  the  portrait  above  will  be  hand- 
inscribed  as  you  direct  and  mailed  at  the  appropriate  time.  If  the  order  card  has  been  torn  out  or  your 
gift  list  is  long,  send  your  instructions,  including  how  you  wish  your  gift  cards  signed  to:  FORBES, 
Dept.  1270,  60  Fifth  Avenue,  New  York,  N.  Y.  10011.  Pan-American  and  Foreign  Gifts,  please  add 
$4  for  each  year. 


We'll  tell  you  all  abot 


We're  plugged  into  the  market  all  the  time. 

With  a  network  of  high-speed 
communications.  Wires.  Video  tapes. 
Computers.  And  written  reports. 

So  when  our  account  executive  calls  you,  he's 
got  information  that's  live  and  pertinent. 

McDonnell  &  Co.  research.  Chances  are  it 
knows  more  ,han  you  do   /^DonnellsCO 


i 


■ 


Members  New  York  Stock  Exchange  and  other  principal  exchanges 

I        V  jeles  •  Newark  •  Oakland  •  San  Francisco  •  San 

■ 


■  Y"rk  •  Alexandria  •  Ashury  Park  •  Revcrly  Hill 

F. P.  Ristme  Division  Ofllces 


Jose 


tbeth  •   Philadelphia   •   Red  Bank  •   Westfield 
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The  Forbes  Index 


preliminary 


Period  of  Economic  Recession  as  defined 
oy  National  Bureau  of  economic  Research 


AUG 115.6 

SEPT 115.8 

OCT 116.9 

NOV 118.8 

DEC 121.0 

JAN 122.4 

FEB 124.3 

MAR 126.3 

APR 126.9 

MAY     128.0 

JUNE   128.7 

JULY    130.0 

AUG 130.8 

SEPT.  (pre.)  131.2 


Composed  of  the  following: 
Production 

•  How  much  are  we  producing?  (Federal  Re- 
serve Board  Index  of  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering? 
(Dept.  ot  Commerce  latest  three  months  new 
orders  ol  durable  goods  related  to  inventories) 

•  How  intensive^  are  we  building?  (Dept.  ot 


Commerce  private  nonlarm  housing  starts) 
Consumption 

•  How  much  are  people  spending?  (Dept.  o( 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debt?  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services?  (Dept.  ot  Commerce 


service  price  index  related  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  (Dept.  ot 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.  S. 
Dept.  of  Labor  initial  unemployment  claims) 


A  Test  of  Economic  Theory? 

A  chance  in  Administration  could  mean  a  change  in  the 
economic  philosophy  that  guides  the  nation,  but  it  prob- 
ably won't.  National  political  leaders  usually  think  more 
in  political  than  in  economic  terms. 

But  if  any  professional  economist  has  had  an  influence 
on  the  course  of  the  nation,  it  has  been  Professor  Walter 
Heller  of  the  University  of  Minnesota.  As  President  Ken- 
nedy's economics  chief  and  as  chairman  ot  the  Council  of 
Economic  Advisers,  it  was  he  who  convinced  Kennedy  to 
try  a  dose  of  Keynesian  economics.  Kennedy,  like  his 
father,  was  pretty  much  convinced  of  the  virtues  of  a  bal- 
anced budget.  Thirty  years  earlier  Keynes  had  advanced 
the  proposition  that  the  budget  should  be  unbalanced 
when  the  economy  needed  stimulating.  It  was  Heller, 
therefore,  who  gave  Kennedy  the  idea  that  he  cpuld  "get 
this  country  moving  again"  in  the  sphere  of  economics. 
Heller  also  advised  President  Johnson,  and  the  result  was 
the  tax  cut  of  1964. 

To  many  observers,  Heller  was  too  successful.  The 
economy  has  grown  at  an  average  of  5%  a  year  under  the 
Democrats,  compared  to  3%  a  year  under  the  previous 
Republican  Administration.  But  the  second  phase  of  Key- 
nesian theory,  that  is,  that  the  Government  should  raise 
taxes  and  run  a  surplus  when  the  economy  is  booming,  was 
difficult  to  achieve.  It  took  the  Johnson  Administration 
two  years  to  get  the  tax  increase  of  this  July.  In  those  two 
years  the  overheated  economy  reduced  the  value  of  the 
dollar  through  inflation  by  about  8%. 

It  was  certainly  not  Heller's  fault  that  Congress  did  not 
pass  an  increase  in  taxes  when  he  recommended  it.  His 
critics  complain,  however,  that  the  New  Economics  cannot 
work  politically,  that  increased  government  spending  and 
lower  taxes  are  always  welcome,  that  reduced  spending 
and  higher  taxes  are  postponed  as  long  as  possible.  Euro- 
pean economists,  in  particular,  feel  that  Heller's  policies 
have  created  a  serious  balance-of-payments  problem  for 
the  U.S.  and  have,  in  effect,  resulted  in  the  export  of  infla- 
tion to  their  own  countries. 

At  home,  Heller's  principal  critic  has  been  56-year-old 


Professor  Milton  Friedman  ot  the  University  of  Chicago. 
Friedman  was  Barry  Goldwater's  chief  economics  adviser 
and  has  the  ear  of  Richard  Nixon. 

"Keynes  Was  Wrong" 

Friedman  is  the  most  famous  of  a  school  of  economists 
known  as  the  Chicago  School.  In  contrast  to  Heller  and 
the  "New  Economists,"  the  Chicago  School  believes  that 
whether  the  Government  runs  a  surplus  or  a  deficit  really 
has  little  to  do  with  the  inflation.  The  main  thing  that 
matters,  they  say,  is  how  fast  the  Federal  Reserve  Board 
is  increasing  the  money  supply.  "Keynes  was  just  wrong 
in  this  respect,"  says  Friedman.  The  money  supply  has 
several  definitions;  Friedman  prefers  to  define  it  as  all 
currency  plus  all  commercial  bank  deposits.  Whatever 
the  definition,  the  Chicago  School  believes  that  people  will 
hold  just  so  much  money  relative  to  their  incomes.  When 
further  money  is  created,  they  try  to  get  rid  of  it,  increas- 
ing spending  and  bidding  up  the  price  of  goods.  This  can 
happen  whether  real  production  is  going  up  or  down.  All 
that  is  needed  to  create  inflation  is  that  the  money  supply 
grow  decidedly  faster  than  real  production. 

The  reasons  for  an  increase  in  the  money  supply  can  be 
varied,  the  Chicago  School  believes.  In  certain  historical 
periods,  it  has  been  increased  as  more  gold  and  silver  was 
discovered.  At  other  times,  governments  have  increased  it 
as  a  way  of  paying  for  wars.  But  whatever  the  reason,  it 
is  the  money  supply  that  creates  inflation,  deflation  or 
price  stability. 

In  recent  years,  it  has  been  the  Fed  alone  that  has 
determined  the  money  supply.  It  does  this  by  lending 
greater  amounts  of  reserves  to  banks,  by  buying  federal 
securities  on  the  open  market  and  thereby  placing  more 
dollars  in  the  banking  system,  and  by  regulating  the 
amounts  banks  must  keep  in  reserve. 

To  academicians  such  as  Heller  and  Friedman  such 
arguments  take  on  more  importance  than  the  question 
of  who  actually  is  sitting  in  the  White  House.  Whoever 
he  may  be,  the  fiscal  (government-spending)  people  and 
the  monetary  people  feel  that  the  next  six  months  could 
go  a  long  way  toward  proving  which  of  the  two  theories 
is  correct. 
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Investors . . .  Here  are 


good  reasons  why 
you  should  become  a 
Babson  Client  today. 

•  You  will  have  the  advantage  of  an  un- 
biased professional  analysis  of  your 
estate  and  portfolio. 

•  You  will  be  given  specific  buy,  hold  and 
sell  advice  attuned  to  present  market 
conditions  and  your  own  personal  in- 
vestment objectives. 

•  You  will  also  receive  advice  regarding 
the  amount  of  reserves  you  should 
maintain  at  this  time. 

•  The  names  of  all  securities  you  buy  on 
our  recommendation  will  be  registered 
with  Babson's  Research  Department 
for  continuous  supervision  throughout 
your  term  as  a  Babson  client. 

•  You  will  receive  immediate  notification 
on  these  securities  whenever  we  think  a 
change  in  market  conditions  warrant  it. 

•  You  will  be  assigned  a  Babson  Invest- 
ment Consultant  whom  you  may  contact 
for  additional  personal  help  at  any  time. 

•  Your  investment  program  will  be  di- 
rected toward  growth  in  terms  of  both 
income  and  appreciation. 

•  You  will  receive  the  famous  weekly 
Investment  &  Barometer  Letter.  It  will 
bring  you  Babson's  thinking  on  eco- 
nomic developments  and  stock  market 
trends  to  help  you  stay  alert  to  condi- 
tions that  could  affect  your  investments. 

•  You  will  enjoy  the  peace  of  mind  that 
comes  from  knowing  your  investment 
program  is  guided  by  one  of  the  oldest 
and  most  highly  respected  Investment 
Advisory  Organizations  in  the  country. 

•  You  will  be  delighted  to  learn  that  the 
cost  of  the  complete  service  is  only 
S180  a  year  regardless  of  the  dollar 
value  of  your  portfolio. 

For  complete  information  on  how  Babson's 
Investment  Advisory  Service  may  be  able 
to  help  you  protect  and  improve  your  in- 
vestment situation,  mail  this  coupon  today! 


Babson's  Reports  Inc. 
Wellesley  Hills,  Mass.  02181,  Dept.     F-266 
Please  send  me  complete  information  on  Bab- 
son's Investment  Advisory  Service. 

Name 


Street  &  No.. 
City 


.State. 


-Zip. 


BABSOJN'S  REPORTS 

Incorporated 

WELLESLEY  HILLS,  MASS.  02181 
FOUNDED  IN  1904  BY  ROGER  W.  BABSON 
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Heller  of  the  University  of  Minnesota 


The  reason  is  this:  The  fiscal  men 
have  only  two  recent  positive  acts  to 
point  to,  the  tax  cut  of  1964  and  the 
tax  increase  of  1968.  The  tax  cut  of 
1964  was  followed  by  a  great  boom. 
The  Chicago  School  denies  that  the 
tax  cut  caused  the  boom.  "The  boom 
started  before  the  tax  cut,"  says  Fried- 
man. "That's  because  monetary  policy 
was  eased  before  the  tax  cut."  But,  at 
least,  there  was  a  tax  cut  and  there 
was  a  boom.  It  can  be  argued  that 
one  caused  the  other. 

The  tax  increase  in  July,  however, 
has  had  no  noticeable  cooling  effect 
on  inflation,  and  that's  where  the 
test  comes  in.  Friedman  grants  that 
the  tax  increase  should  be  given  time 
to  grab  hold;  even  if  the  fiscalists  are 
right,  he  says,  their  proof  shouldn't 
be  expected  to  appear  before  next 
spring.  But,  he  says,  he  doesn't  think 
the  tax  increase  will  cool  inflation. 
If  the  Federal  Reserve  keeps  the 
money  supply  growing  fast,  Friedman 
expects  the  economy  to  continue  in  an 
overheated  and  inflationary  state. 

"If  you  can  tell  me  what  the  Fed- 
eral Reserve  is  going  to  do,"  Fried- 
man says,  "I  can  tell  you  what's  go- 
ing to  happen  to  the  economy.  The 
trouble  is,  the  Fed  has  what  I  call  an 
open-mouth  policy.  The  correlation 
between  what  they  say  they're  going 
to  do  and  what  they  actually  do  is 
zero."  In  this  connection,  he  cites  the 
fact  that,  although  the  Fed  announced 
that  it  will  offset  the  tax  increase  with 
easier  money,  in  the  past  month 
the    growth    in    the    money    supply 


has  slowed.  Friedman  doesn't  know 
whether  this  is  a  temporary  "pertur- 
bation" or  whether  the  Fed  has  been 
looking  toward  the  election  of  Rich- 
ard Nixon.  "The  Supreme  Court  isn't 
the  only  body  that  watches  the  elec- 
tion returns,"  Friedman  says. 

In  Friedman's  view,  it  is  the  Fed 
and  only  the  Fed  that  can  produce 
or  control  inflation.  But  he  feels  that 
the  Fed  is  always  hying  to  pass 
the  buck.  If  there  is  a  recession,  the 
Fed  doesn't  want  to  be  blamed  for 
it.  The  Fed  wants  to  be  able  to  say 
that  it  tried  everything  to  offset  the 
effects  of  the  tax  increase,  which  it, 
unlike  Friedman,  believes  in.  He  is 
therefore  placing  his  bets  on  continued 
easy  money,  and  continued  inflation. 

Strings  Attached 

What  about  Walter  Heller,  sponsor 
of  the  1964  tax  cut  and  the  1968  tax 
increase?  Is  he  willing  to  take  the 
winter  of  1968-69  as  a  test  of  fiscal 
vs.  monetary  policy?  Yes,  he  is.  But, 
unlike  Friedman,  Heller  has  experi- 
enced the  chill  of  actually  having  to 
recommend  a  course  of  action  and 
waiting  to  see  if  it  worked.  He  there- 
fore asks  for  a  concession  in  the  argu- 
ment. "If  the  monetary  people  ac- 
cept 1964  and  1967  as  tests  and 
acknowledge  that  both  were  clear-cut 
victories  for  fiscal  policy,"  says  Heller, 
"I  will  accept  this  as  a  test  for  mone- 
tary policy.  Then  we'll  have  two 
against  their  one.  If  they  want  to 
have  this  as  a  test  between  fiscal  and 
monetary  policy,  they'll  simply  have 
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Friedman   of  Chicago  University 

to   realize   that   the   fiscal   policy   lias 
won  the  previous  two  battles." 

By  these  two  battles.  Heller  means 
that  in   1964  the  tax  cut  preceded  a 
boom   and   that   in    1967   a   predicted 
ssioo  never  occurred. 

Hut  Friedman  won't  give  Such  COIl- 
Cessions.  He  says  that  an  increased 
money  Supply,  not  a  tax  cut,  kicked 
oil  the  boom  in  1964.  As  tor  L967,  he 
predicted  that  a  recession  would 
occur  because  of  the  tightening  ol 
money  in  1966.  A  recession  did  not 
occur,  but  a  slowdown  did.  "It's  a 
matter  oi  semantics.''  Friedman  says. 
The  slowdown  did  not  last  the  num- 
ber of  months  required  under  the 
official  definition  of  a  recession.  But 
there  was  a  slowdown,  and  it  ended 
Only  when  the  Fed  reversed  its  tight 
money  policy." 

And  so.  on  and  on.  the  argument 
goes.  Both  sides — even  if  1969  proves 
one  side  wrong — claim  that  such  a 
contradiction  would  only  be  an  ab- 
beration  in  their  theories.  Undoubt- 
ed!} ,  whatever  happens  to  the  econ- 
omy, both  sides  will  claim  victory. 
But  for  noneconomists  the  next  few 
months  could  provide  enjoyable  sport. 
If  the  tax  cut  has  no  effect,  the  fiscal- 
ists  are  in  for  considerable  embarrass- 
ment. If  the  Fed  continues  with  easy 
money  and  the  economy  goes  down, 
the  Chicago  School  will  have  to  find  an 
excuse.  And  in  the  event  of  a  reces- 
sion, the  next  President,  whoever  he 
is,  will  pull  out  all  stops  regardless  of 
who  sits  in  the  office  of  chief  eco- 
nomic adviser.  ■ 
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MARKET  COMMENT 

By  L.  0.  Hooper 


A  Contrary  Opinion 


I'm  not  even  entertaining  the  pos- 
sibility of  a  big  bear  market,  or  a 
situation  where  long-term  investors 
should  run  to  cover.  The  fundamental 
supply-demand  equation  in  the  stock 
market  still  is  bullish  because  the  one 
sure  thing  we  know  is  that  the  buying 
power  of  the  dollar  (and  all  other 
world  currencies)  will  continue  to  de- 
cline, and  money  will  continue  to  flow 
into  stocks  in  preference  to  bonds. 

If  a  new  administration  flirts  with 
deflation,  overwhelming  public  pres- 
sure soon  will  make  it  reverse  its 
policies.  So  keep  your  good  stocks 
regardless  of  the  "wrinkles"  in  the 
trend.  There  will  be  "wrinkles."  You 
don't  have  to  commit  new  money  on 
the  bulges.  So  buy  less,  not  more,  as 
the  market  rises.  Buy  the  unpopular 
stocks,  not  the  popular  ones.  "Copper" 
the  charts! 

When  I  see  a  predominance  of 
"bullish"  charts,  I  always  wonder  if 
I  should  not  adopt  a  less  enthusiastic 
buying  policy.  I'm  beginning  to  see 
too  many  "bullish"  charts.  Short-term 
traders  are  making  money  too  easily. 
The  market  may  be  going  higher  over 
the  near  term;  but  some  time  over  the 
next  six  months  there  should  be  better 
opportunities  to  buy. 

Some  people  think,  probably  right- 
ly, that  much  of  the  current  enthusi- 
asm is  based  on  anticipation  that  Mr. 
Nixon  will  be  elected,  and  this  would 
be    good    for    stocks.    Most    investors 
a  Repubican  bias;  and  many  of 
Mr.  Nixon  to  do  all  the 
usiness  things  they  have 
hoped  for  for 

remember  the  old  saw  that 
what  is  •  ")vance  seldom 

is  celebri  ted  by  the  market  when  it 
comes  to  pass.  Furthermore,  in  the 
event  that  Nixi  ,r  no 

one   gets   a  majority  of  the  Ele 
College  and   II 
House  of  Represent  . 
stale  has  one  vote  I, 
counting   will    have    to 

Boy  the   Unpopular 

Some  fantastic'  overvaluatioi 
been  developing  in  the  shares  ol 
new  companies,  issues  of  rei  ent 
tage  bought  so  avidly  by  the  greed\ 
people  who  want  to  get  something  for 

Mr.  Hooper  is  associated  with  the  New  York  Stock 
Exchange  firm  of  W.  E.  Hutton  &  Co. 
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nothing.  There  is  no  excuse  for  the 
shares  of  not  a  few  new  small  com- 
panies selling  for  5  or  10  times  sales 
and  75  to  100  times  earnings  no 
matter  how  "good"  they  are.  There 
must  be  a  day  of  reckoning;  and  the 
time  to  talk  about  it  is  now  rather 
than  when  the  day  of  reckoning  comes. 

Happily,  much  of  the  recent  rise 
has  featured  better-quality  stocks,  as 
witnessed  by  the  improved  perform- 
ance of  the  Dow-Jones  industrials;  but 
even  the  blue  chips  are  approaching 
levels  at  which  they  will  look  less  at- 
tractive. They  probably  will  go  up 
further  near  term,  but  sometime  over 
a  period  of  six  or  seven  months  most 
of  them  easily  could  be  better  pur- 
chases than  they  are  now. 

I  prefer  to  buy  unpopularity  rather 
than  to  buy  popularity.  Right  now, 
therefore,  I  would  not  buy  any  new 
issues  (even  if  they  are  sure  to  ad- 
vance immediately);  nor  would  I  bin- 
individual  issues  and  groups  that 
are  in  high  vogue.  Rather  I  would  buy 
the  stocks  no  one  wants.  Not  only  do 
they  represent  better  fundamental 
values,  but  they  are  unlikely  to  go 
down  as  much  as  the  favorites  if 
there  is  a  correction. 

The  "growth"  stocks  that  are 
neglected  are  the  utilities  and  the 
banks.  Some  individual  issues  that 
look  unpopular  enough  to  buy  are 
Global  Marine  (recently  40),  Western 
Union  (around  37),  General  Develop- 
ment, held  back  by  bond  conversion 
(lately  around  23)  and,  of  course,  the 
airlines.  My  favorites  among  the  air- 
lines are  Trans  World  (45)  and  United 
Air  Lines  (43). 

For  investors,  I  still  like  Standard 
Oil  of  New  Jersey;  Standard  Oil  of 
California;  Union  Carbide;  North 
American  Rockwell,  which  at  40  com- 
bines a  5%  return  with  longer-range 
appreciation  possibilities  in  a  stock 
that  has  considerable  quality;  Ideal 
isic  (20),  which  is  a  neglected  qual- 
y  building  issue;  and  Perm  Central 
(72),  disi  d  in  detail  in  this 
column  in  th<    last  issue. 

Ideal  Basic  is  a  leading  producer  of 
cement,  operating  16  plants  largely 
west  of  the  Mississippi.  It  also  owns 
the  old  Potash  Co.  of  America  (which 
has  not  helped  earnings  at  all  of  late). 
The  stock  tarns  about  $1  a  share  after 
depreciation;   but  cash  flow  is  more 


than  double  this  amount,  and  the  cur- 
rent dividend  is  25  cents  quarterly. 
Recently  earnings  have  been  "below 
normal,"  but  in  more  normal  years 
gross  profit  margins  have  been  in  the 
34%-36%  area.  This  may  not  be  an 
exciting  stock,  but  it  is  an  excellent 
and  substantial  value. 

A  more  speculative  issue  that  has 
appeal  is  Union  Tank  Car  (38),  which 
.  leases  special-purpose  cars  to  many 
industrial  companies  (rather  than  to 
the  railroads)  and  which  has  been 
getting  into  the  antipollution  business 
in  a  big  way  through  its  Graver,  Lind- 
say and  Smith  &  Loveless  divisions. 
Antipollution  is  one  of  the  sure-fire 
"growth"  industries.  Union  Tank  is  a 
conservative  way  to  get  into  it,  just  as 
Southern  Natural  Gas  (because  of  its 
interest  in  Off-Shore  Co.)  is  a  con- 
servative way  to  get  into  oceanography. 

A  November   High? 

I  am  gun-shy  about  spreading  out 
a  projected  pattern  of  near-term 
market  behavior.  I  did  this  in  the 
Aug.  1  column,  and  the  projections 
were  obsolete  (and  wrong)  before  they 
got  into  print.  I  should  know  enough 
not  to  risk  it  again.  However,  I'll  try! 

My  present  guess  (subject  to  cor- 
rection as  we  go  on)  is  that  the  Dow- 
Jones  industrials  will  get  up  around 
1,000  (probably  moderately  exceed- 
ing the  former  intra-day  high  of 
1,001.11)  sometime  before  or  near 
Nov.  15;  that  it  will  be  difficult 
to  get  much  above  this  figure  before 
the  end  of  the  year.  There  may  be 
another  bulge  during  the  early  honey- 
moon of  the  new  Administration 
(whether  Nixon  or  Humphrey)  in 
January  or  in  early  February;  but  it 
probably  will  not  be  long  sustained 
as  inevitable  problems  are  faced  and 
the  "bite"  of  the  new  taxes  really  is 
felt.  There  will  be  no  real  bear  mar- 
ket, but  there  will  be  setbacks  from 
whatever  highs  are  recorded  between 
now  and  sometime  in  November. 

For  trading  purposes  (not  invest- 
ment) it  might  be  a  good  idea  to  buv 
some  gold  shares  when  they  are  weak 
— as  they  logically  may  be  near  term. 
Gold  shares  usually  go  up  when  the 
market  has  a  correction. 

This  column,  it  will  be  observed,  is 
almost  a  "contrary  opinion"  effort.  It 
assumes  that  this  leg  of  the  advance 
is  getting  well  up  on  the  thigh;  it 
questions  the  longer-term  significance 
of  political  interpretations  of  invest- 
ment trends;  and  it  debates  against 
the  possibility  of  any  extended  bear 
market  that  would  justify  selling  long- 
term  investment  positions  in  equities. 
Perhaps  it  tries  to  do  too  much  too 
soon;  but  readers  are  entitled  to  my 
opinion  when  I  have  one.  ■ 
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STOCKS  TO  SPLIT 
Before  FEBRUARY  1 


Recently  we  advised  our  clients  about  six  com- 
panies which  have  publicly  announced  they  will 
split  their  stocks,  subject  to  stockholder  approval. 
Many  investors  are  keenly  interested  in  stocks 
about  to  be  split — and  for  good  reasons.  In 
general: 

1.  It's  a  promising  sign   that  the  company   is 
prospering. 

2.  Companies   will   often,   but   not   always,   in- 
crease the  dividend  rate. 

3.  The  new  lower  price  freguently  increases  de- 
mand for  the  stock. 

But  because  there  are  differences  of  opinion  as 
to  the  actual  value  of  stock  splits,  we  made  some 
studies  on  them.  We  found,  on  the  average,  that 
stocks  which  had  split  increased  in  price  at  a 
much  faster  pace  than  the  Dow-Jones  Industrial 
Average. 

For  example,  in  a  selected  period  between  De- 
cember 6,  1966  and  October  19,  1967,  we  pub- 
lished the  names  of  38  stocks  to  be  split  at  a 
specific  date.  From  the  date  which  these  stocks 
appeared  in  our  Forecasts  to  October  19,  1967, 
they  advanced  32.29  %  on  the  average  compared 
to  an  advance  in  the  Dow-Jones  Industrial  Aver- 
age of  only  6. 94%. 

Now,  please  remember  this.  There  are  many 
exceptions  to  our  general  comments  about  stock 
splits.  And  never  buy  a  stock  solely  because  it  is 
to  be  split.  But  many  investors  are  interested  in 
splits  and  believe  they  offer  interesting  opportun- 
ities. That  is  why  we  offer  you  this  list  with  your 
trial  subscription. 

We'll  be  happy  to  send  you  the  list  of  6  STOCKS 
SPLITTING  BEFORE  FEBRUARY  1  when  you  mail 
the  card  attached.  (This  list  has  been  previously 
supplied  our  regular  subscribers  as  part  of  the 
weekly  Forecasts.)  You  will  also  receive  the  Dow 
Theory  Forecasts  for  the  next  4  weeks  on  our  In- 
troductory Trial  Offer. 


$6  At  Regular  Subscription  Rates  —  Only  $1 

This  30  day  subscription  to  Dow  Theory  Forecasts  is  a  $6  value 
based  on  regular  subscription  rates,  but  for  this  trial  all  we  ask  is 
SI  which  will  be   promptly   refunded  if  you   are  not   completely 

satisfied. 

4  STOCKS  UNDER  $10 
Advice  On  22  Volatile  Issues 

Finally,  we  will  send  you  2  lists  which  have  been  previously 
supplied  to  our  regular  subscribers  as  part  of  the  weekly  Forecasts: 

(1)  our  advice  on  30  low  priced  stocks   with  4   still  under  $10   and 

(2)  our  buy-sell-hold  advices  on  22  Volatile  Issues.  These  will  be 
mailed  at  no  extra  cost.  Fill  out  and  return  the  attached  card  today.  Na 
salesman  will  call  and  there  is  no  further  obligation  in  any  way. 
(Offer  open  to  new  readers  only.) 


MAIL  POSTPAID  REPLY  CARD  TODAY  for  all  this  valuable  information 

Included  in  the  weekly  Forecasts,  which  you  will  receive  for  the  next  four  weeks,   are   the   following  features 


(not  every  one  is  covered  each  week): 
1.  THE  STOCK  SERVICE  DIGEST  —  a  weekly  con- 
sensus of  what  25  other  leading  Investment  Serv- 
ices are  recommending. 

2.  WEEKLY  STOCK  MARKET  COMMENTARY  —  and 
what  action  we  recommend  that  you  take  each 
week  with  regard  to  the  market. 

3.  MODEL  STOCK  PORTFOLIOS  —  four  special  sug- 
gested portfolios  based  on  total  investments  of 
S1.000;    S5,000;    $10,000    and   $25,000. 

4.  MASTER  LIST  OF  INVESTMENT  AND  SPECULA- 
TIVE STOCKS  —  key  lists  for  both  the  conserva- 
tive and  more  speculative  investors. 

5.  OVERSEAS  REPORT  —  Direct  from  London  each 
month. 

6.  GROWTH  STOCK  RECOMMENDATIONS— a  study 
of  stocks  that  we  believe  show  good  "growth" 
possibilities. 


7.  OVER-THE-COUNTER   LIST  — many   lesser-known 
stccks  sold  "over-the-counter,"  in  our  opinion,  pre- 
sent opportunities  to  the  investor. 

8.  CURRENT  BUSINESS  OUTLOOK  —  a  regular  look 
at  current  trends  in  business,  industry  and  com- 
merce. 

9.  INDUSTRY  SURVEYS  —  certain  industries  that 
appear  to  us  to  have  potential. 

10.  BUY-SELL-HOLD-SWITCH  ADVICES  —  on  700 
individual  stocks. 

1 1 .  GROUP  STUDIES  —  shows  comparative  price  per- 
formances of  74  industries  and  over  600  stocks. 

1  2.  NEW  STOCK  RECOMMENDATIONS  —  These  are 
stocks  we  are  adding  to  our  list  —  and  why  they 
are  being  added. 

13.  NEWS  HIGHLIGHTS  —  current  reports  on  certain 
recommended  stocks. 


DOW  THEORY  FORECASTS,  INC. 


P.  O.   Box  8309,  Chicago,   Illinois  60680 
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Higher  Earnings 

R  SAVINGS 

You  earn 

5.13% 


Assets  over  $700,000,000 
SAFETY— More  than  $250,000,000  in 
accounts  over  $10,000  each. 
AVAILABILITY-High  14%  liquidity 
ratio  assures  prompt  avail- 
ability of  your  funds. 
SAVE  BY  AIR  MAIL-We 
process  promptly  and  pay 
air  mail  postage  both  ways. 

*Funds  received  by  the  10th  of  any 
month  earn  from  1st;  thereafter  from 
date  of  receipt.  Earnings  compounded 
daily  and  paid  to  date  of  withdrawal. 


COAST  FEDERAL  SAVINGS 


To:  George  Ross  7-120A-8 

Coast  Federal  Savings  I  Lean  Attn. 
9th  l  Hill,  Lot  Angeles,  California  90014 

□  Please  open  a  savings  account.  Enclosed  is 
my  check  in  the  amount  of  $ 

□  Individual  Account  □  Joint  Account 

□  Here's  my  passbook.  Transfer  my  account. 

D  Please  send  full  information  on  bonus  accts. 


Name(s)_ 


Address. 


_Zip_ 


NO  LOAD 


ENERGY 
FUND 


loading  charge, 
sales  charge, 
redemption  charge. 

you  get  investment 
diversification  plus 
professional  management. 


ENERGY  FUND  invests  100%  of 
your  money  for  growth  possibilities 
in  the  various  fields  of  energy  including 

•  nuclear  energy 

•  electronics  •  electric  utilities 

•  data  processing  •  oil  i.  gas 

•  communications  •  aerospace 

•  transportation  fc  others 


SELF-EMPLOYED  RETIREMENT  PLANS~1 
ENERGY  FUND  is  a  qualified 
Investment  under  Keogh  Act 


•  Single  or  Occasional  Purchases 

To  buy  10  shares  or  more 
call  collect  (212)344-5300 

RALPH  E.  SAMUEL  &  CO.,  ois^/buTTr 
Members  N.Y.  Stock  Exchange 
55  Broad  St.,  New  York  10004        Dept.  f      , 
Please  send  me  the  FREE  prospectus 
and  literature  on  ENERGY  FUND. 

NAME 

ADDRESS    . 


TECHNICIAN'S  PERSPECTIVE 

By  John  W.  Schulz 


Will  Success  Spoil  the  Dow? 


.  ZIP 
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For  much  of  the  past  year  great 
numbers  of  investors  have  steadfastly 
refused  to  recognize  the  existence  of 
a  hull  market  and  have  lived  in  anti- 
cipation of  a  severe  price  collapse 
for  no  other  reason  than  that  the 
Dow-Jones  industrial  average  was  un- 
able to  stage  a  sustained  uptrend.  This 
remarkably  widespread  view  mysteri- 
ously ignored  the  fact  that  the  broad- 
based  price  indices  repeatedly  regis- 
tered new  all-time  highs  in  1967  and 
again  in  1968 — evidence  that  common 
stock  prices,  on  average,  have  been  in 
a  strong  bull  market  ever  since  Octo- 
ber 1966. 

All  this  skepticism  can  be  credited 
with  having  prevented — until  now — 
the  kind  of  excessive  grass-roots  en- 
thusiasm that  can  undermine  a  bull 
markets  technical  position  to  the  point 
where  the  threat  of  a  new  bear  mar- 
kcl  has  to  be  taken  seriously.  But  now 
that  the  Dow-Jones  industrial  aver- 
age has  at  last  succeeded  in  climbing 
above  its  1967  recovery  high,  even  the 
most  confirmed  skeptic  must  concede 
that  this  average  has  been  in  an  up- 
trend since  October  1966  and  that  a 
two-year  uptrend  can  be  fairly  sus- 
pected of  being  a  bull  market.  Of 
course,  the  really  hard-nosed  Dow 
Theorist  can  continue  to  harbor  black 
doubts  until  the  DJI  also  passes  its 
1966  peak  (995.15)  and  thus  "con- 
firms" the  performance  of  the  DJ  rails, 
which  posted  an  all-time  high  at 
274.49  in  August  1967.  But  chances 
are  that  the  DJI's  success  last  month 
in  scaling  its  1967  peak  will  do  much 
to  thin  the  ranks  of  the  bears. 

This  raises  some  interesting  techni- 
cal possibilities.  As  you  may  recall 
from  the  discussion  in  this  space  two 
weeks  ago,  the  annual  supply  of  new 
stock  issues  (net,  after  retirements) 
lias  lagged  far  behind  the  sharp 
growth  in  the  demand  for  common 
slocks  from  institutional  investors  dur- 
cent  years.  (So  far  in  1968,  net 
new  supply  has  been  especially  light.) 
Thus,  the  institutions  have  had  to  sat- 
isfy their  appetite  by  buying  "old" 
stock  in  the  open  market  from  non- 
institutional  (i.e.  individual)  investors. 
Statistics  compiled  by  the  Securities  & 
Exchange-  Commission  show  that  indi- 
vidual investors  have  been  net  sellers 

Mr.  Schulz  is  a  partner  in  the  New  York  Stock  Ex- 
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of  Stock  in  every  year  starting  in  1958 
— the  year  from  which  the  great  rise 
in  institutional  demand  for  common 
stocks  can  be  dated.  Then,  individuals 
sold  about  $400  million  more  stock 
than  they  bought;  last  year  their  net 
sales  ran  to  the  astounding  total  of 
$8.8  billion.  During  the  first  half  of 
the  current  year,  according  to  prelimi- 
nary indications,  they  were  net  sellers 
at  an  even  greater  annual  rate. 

Bears  Into  Bulls 

To  be  sure,  most  of  this  consistent 
and  increasingly  massive  flow  of  liqui- 
dation cannot  be  put  down  to  stub- 
horn  bearishness  among  private  inves- 
tors. Much  of  it  no  doubt  reflects  a 
need  to  raise  cash  for  inheritance 
taxes  as  the  ownership  of  investments 
passes  from  one  generation  to  the  next. 
And  the  bulk  of  it  was  reinvested  in 
mutual  fund  shares  as  more  and  more 
investors  decided  to  leave  the  manage- 
ment of  their  stock  market  capital  to 
professional  portfolio  managers.  But 
some  substantial  residue  of  all  this 
selling,  at  least  since  the  collapse  of 
1962,  can  reasonably  be  ascribed  to  a 
deep-seated  mistrust  of  the  market 
and,  since  1966,  to  widespread  bear- 
ishness induced  by  the  laggard  be- 
havior of  the   Dow-Jones  industrials. 

If,  as  seems  probable,  old  bears  are 
beginning  to  turn  into  new  bulls, 
there  could  now  be  some  distinct  ebb- 
ing in  the  tide  of  noninstitutional  net 
selling.  And  even  a  small  reduction  in 
the  flow  of  this  supply,  if  it  should 
coincide  with  strong  institutional  de- 
mand for  common  stocks  (and/or 
more  foreign  buying,  lately  quite 
heavy)  at  a  time  when  the  net  new 
supply  is  exceptionally  low,  can  make 
for  an  unusually  favorable  technical 
condition  in  the  market  at  large.  In 
any  case,  considering  how  long  the 
hears  have  held  out  against  the  post- 
1966  uptrend,  their  conversion  pre- 
sumably will  not  place  the  bull  market 
in  a  critically  overbought  condition 
any  time  soon.  Within  this  framework 
I  would  not  expect  to  see  an  inter- 
mediate-trend reaction  (say,  7?-10!f 
on  average)  before  the  Dow  has  more 
closely — and  perhaps  successfully — 
tested  its  old  all-time  high  of  1966. 
Until  then,  I  doubt  that  setbacks  will 
exceed  minor-trend  scope  (up  to 
about  5%  DJI).b 
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THE  MARKET  OUTLOOK 

By  Sidney  B.  Lurie 


Three  For  Today  &  Tomorrow 


There  is  nothing  particularly  mys- 
tical in  the  fact  that  the  Dow-Jones 
industrial  average  finally  bettered  the 
950  level.  It  could  even  be  a  tempo- 
rary anticlimax  which  is  the  excuse 
for  a  profit-taking  reaction.  For  one 
thing,  less  enthusiastic  second  thoughts 
on  the  coming  interest-rate  pattern 
may  develop  in  coming  weeks.  For 
another,  there  could  be  a  margin  of 
error  in  the  unrestrained  optimism 
with  respect  to  over-all  business  out- 
look now  evidenced  by  last  summer's 
skeptics  who  were  pessimistic  when  I 
was  constructive-minded.  Vet  I  rather 
doubt  that  the  ultimate  highs  have 
been  witnessed.  Major  tops  usually 
aren't  established  with  record  volume, 
and  the  environment  is  still  good. 

\\'hate\  er  the  reason  for  the  mar- 
ket's advance  to  a  new  1968  high — 
and  many  have  been  offered — one 
historical  tact  stands  out:  The  trend 
has  run  true  to  form  in  that  the 
composite  election-year  pattern  shows 
a  rising  price  trend  in  the  second  halt. 
Interestingly,  this  uptrend  usually  per- 
sisted in  the  following  year  as  well, 
the    composite    pattern    indicating    a 

rise    into    the    summei     months,     but 

exceptions  to  the  average  can  always 
be  found.  For  example,  in  the  last  five 
post-World  War  II  Presidential  elec- 
tion years,  the  price  trend  from  Elec- 
tion Day  to  year's  end  was  the  oppo- 
site of  that  in  September  and  October. 

The    Key    Question 

As  I  view  it.  however,  the  key  ques- 
tion is  still  "Which  stocks?,"  rather 
than  which  of  these  two  election-year 
patterns  will  be  repeated.  I  believe 
the  major  shift  in  issue  emphasis  that 
has  taken  place  in  the  past  quarter  is 
likely  to  continue.  It's  not  just  that 
styles  in  speculation  always  change, 
but  the  drama  is  now  in  different 
areas  of  the  economy  than  was  the 
case  a  year  ago. 

I'm  therefore  intrigued  with  the 
outlook  for  Kirsch  Co.,  the  world's 
largest  drapery  and  curtain  hardware 
manufacturer,  selling  at  around  38 
over-the-counter  and  paying  90  cents. 
Apart  from  excellent  profit  margins 
and  a  strong  trade  position,  the  fact 
that  sales  increased  over  40%  in  the 
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past  five  years  despite  a  flat  new  hous- 
ing start  trend  suggests  that  replace- 
ment demand  is  the  chief  determinant 
of  sales.  Thus,  a  new  housing  boom 
(even  if  it's  first  evidenced  in  apart- 
ments) could  have  an  add-on  or  mul- 
tiplier impact.  While  a  recently  set- 
tled three-month  strike  may  hold  fiscal 
1969  earnings  to  the  $2.16-per-share 
record  profit  reported  for  the  year 
ended  June  1968,  I  believe  that  the 
ultimate  sales  and  earnings  potential 
is  substantially  higher.  About  half  the 
1.6  million  common  capitalization  is 
owned  by  officers  and  directors,  which 
means  the  market  is  thin. 

1 1  seems  to  me  that  a  case  for  long- 
term  interest  can  also  be  made  for 
Ferro  Corp.,  now  selling  around  52, 
paying  20  cents.  The  new  housing 
market  accounted  for  39%  of  the  com- 
pany's domestic  sales  last  year,  with 
another  12%  related  to  the  replace- 
ment appliance  market.  (Ferro  is  the 
world's  largest  supplier  of  porcelain 
enamel.)  The  company  is  also  a  bene- 
ficary  of  consumer  spending  trends — 
witness  the  fact  that  the  auto  market 
accounted  for  about  7%  of  last  year's 
sales  (coverings  for  padded  vinyl  dash- 
boards, etc.).  And  the  leisure-time 
market  accounted  for  8%  of  sales  (fiber 
glass  for  pleasure  boats,  etc.).  I  be- 
lieve Ferro's  earnings  will  be  about 
S3  per  ^hare  this  year  on  record  high 
sales  of  some  $120  million  as  com- 
pared with  $2.79  in  1967— and  this 
does  not  appear  to  be  the  full  mea- 
sure of  the  earnings  potential. 

Naturally,  housing  isn't  the  only 
area  of  special-issue  interest.  Oppor- 
tunities can  develop  in  other  direc- 
tions, too,  and  in  the  least  expected 
places.  All  of  which  brings  to  mind 
Stop  6-  Shop  (around  33,  paying  90 
cents),  a  Boston-based  supermarket 
chain  with  a  dominant  position  in  the 
New  England  grocery  store  market. 
In  addition,  since  1962  the  company 
has  built  a  discount  store  division  that 
I  believe  will  contribute  about  20%  of 
this  year's  total  volume.  With  both 
areas  of  the  company's  business  being 
upgraded  as  well  as  expanded,  Stop 
&  Shop  in  a  sense  has  the  best  of 
two  consumer  worlds:  eating  and 
spending.  I  believe  the  company's 
1968  earnings  will  be  at  least  10% 
better  than  last  year's  record  profit  of 
$2.02  per  share.  ■ 


HOW  TO  MAKE  -" 
A  SNOW-BALLING  MARKET 
WORK  FOR  YOU 


Stock  market  trends,  once  established,  resist 
change.  This  persistence  tends  to  produce  a 
snowballing  effect  —  magnifying  both  profits 
and  losses. 

The  technique  of  riding  with  the  trend  is  one 
of  the  highly  specialized  market  tools  made 
available  to  you  in  our... 

SPECIAL  OFFER:  Receive  our  Positive  Invest- 
ment Program  —  plus  a  5-week  trial  subscrip- 
tion to  Investors  Research  Reports.  These 
reports  analyze  price  trends  of  over  600  lead- 
ing stocks  and  provide  information  which  you 
may  find  invaluable.  All  you  send  us  is  $1  — 
but  act  now! 


INVESTORS  RESEARCH  COMPANY 

Dept.  F  14.  924  Laguna  Street 
Santa  Barbara,  California  93102 

For  $1  please  air  mail  my  trial 
subscription  plus  your  Positive 
Investment  Program. 
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on  professional  investment 
management  for  your 
portfolio  of  $10,000  or  more 


Hundreds  of  investors  throughout  the  United 
States  and  around  the  world  have  turned  to  Roger 
E.  Spear's  Decision  Management  Plan  to  direct 
their  capital  gains  program.  And  no  wonder  .  .  . 

With  more  than  40  years  of  investment  experience, 
coupled  with  advanced  computer  technology  and  a 
large,  expert  research  staff,  the  Decision  Manage- 
ment Plan  represents  the  complete  investment 
service  for  your  portfolio. 

Whether  your  goal  be  retirement,  travel,  educa- 
tion, or  protection  from  inflation,  the  Decision 
Management  Plan  can  give  you  professional 
assistance. 

Roger  E.  Spear's  Decision  Management  Plan  to 
date  has  proved  particularly  helpful  in  achieving 
conservative  capital  growth  for  investors  with 
capital  ranging  from  $10,000  up  —  men  and 
women  who  appreciate  the  risks  and  seek  the  re- 
wards of  a  professionally-managed  common  stock 
portfolio. 

With  our  compliments:  "Declare  Your  Own  Divi- 
dends"—  a  32-page  fact-filled  booklet  describing 
how  the  Decision  Management  Plan  can  help  you. 


SPEAR  &  STAFF,  INC. 
Dept.  MF-NOI 

Investment  Management  Division] 
Babson  Park,  Mass.  02157 
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Greater 

future  income 

can  be  the  goal 

of  a  $5,000  portfolio 

placed  under 

management  now 


If  the  money  you  have  today  is  to  grow  in 
the  future  toward  more  income,  or  for  edu- 
cation, travel,  leisure,  retirement,  it  must 
be  kept  working  full  time  to  achieve  your 
goals. 

Yet  you  may  find  that  you  are  actually 
losing  ground  due  to  inflation,  taxes  or  lack 
of  time  for  investment  decisions. 

To  help  solve  this  problem,  clients  in  55 
countries  have  turned  to  The  Danforth 
Associates  Investment  Management  Plan. 
It  has,  we  believe,  proved  especially  effi- 
cient in  providing  continuing  capital  growth 
supervision  for  portfolios  of  from  $5,000 
to  $50,000-on  behalf  of  people  who  recog- 
nize and  can  share  the  risks  and  rewards  of 
common  stock  investments.  The  cost  is 
modest,  as  low  as  $100  per  year. 

For  a  complimentary  copy  of  a  42-page 
report  describing  this  tested  plan,  its  com- 
plete 10-year"performance  record," and  how 
it  may  help  you  now.simply  write  Dept.  C-65 

the  Danforth  Associates 

Wellesley  hills,  Mass.,  u.s.a.  02181 

Investment  Management    •    Incorporated  1936 


A   DIFFERENT 

INTERNATIONAL 

ENGLISH-LANGUAGE 

NEWSPAPER 

EVERY  FORTNIGHT! 

the  next  best  thing  to  a  trip  around  the 
world— a  fascinating  gift— a  great  way  of  keeping 
informed  One  years  subscription  gives  you  assort- 
ment of  famous  newspapers  from  all  over  the  free 
world,  mailed  direct  from  its  own  country  on  date 
of  issue,  every  other  week  throughout  the  year. 
Such  papers  a  ,  i>ost,  J r istt 

limes,  Manchester  Guardian,  Baghdad  News,  Cal- 
cutta Statesman  Specially  selected,  informative 
issues.   Invaluable    for  school  cl  ting  for 

entire    family!    2h   newspap  .  ,rd  sent   air 

mail  if  you  wish.  Only  $9.98.  Satisfaction  guaran- 
teed. Check  or  money  order 

READERS  WORLD  PRESS  CLUB 

Dent.  Fit  lix.  Ken   Hyde  I'ark,  N.  Y.  11040 


AGGRESSIVE 
INVESTMENT  ACCOUNTS 

managed  personally  by  our  Partner 

John  W.  Schulz 

minimum  $50,000  buying  power 

Wolfe  &  Co. 

Members  New  York  Stock  Exchange 
120  Broadway,  N.  Y.  10005 
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OVERSEAS  COMMENTARY 

By  George  J.  Henry 


Investing  In  Australia 


Australia  is,  and  has  been,  in  my 
opinion  the  most  fruitful  prospect  for 
overseas  investments  for  Americans  in 
a  very  long  time.  In  recent  months 
the  Australian  market  has  had  an  un- 
paralleled bout  of  activity  with  a  com- 
paratively large  advance  in  stock 
prices.  Early  in  the  year  the  Sidney 
Stock  Exchange  index  hit  a  low  of 
444.29  (the  year's  low),  but  it  soared 
to  a  high  of  621.27  a  couple  of 
months  ago.  In  previous  articles  on 
Australian  stocks,  such  as  my  article 
recently  on  Broken  Hill  Proprietary,  I 
stressed  that  while  the  long-term  po- 
tential of  Australia  in  general  and 
BHP  in  particular  remains  extremely 
good,  the  market  had  advanced  a 
little  too  far,  and  a  little  too  fast,  and 
a  major  correction  should  be  expected, 
especially  if  London  were  to  stop  sup- 
porting the  Australian  market  for 
some  time. 

This  is  exactly  what  has  taken  place 
over  the  past  few  weeks,  and  the 
Sydney  Stock  Exchange  index  has  re- 
ceded to  a  level  below  550.  Whether  a 
further  correction  can  be  anticipated 
or  not  I  do  not  know,  and  it  is  use- 
less to  speculate  on  the  possibility 
in  view  of  the  fact  that  the  position 
of  sterling  is  of  major  importance  in 
determining  the  attitude  of  the  Lon- 
don market  toward  Australian  stocks. 
However,  for  the  long-term  investor 
this  shakeout  in  the  market  has  pre- 
sented an  excellent  opportunity  for 
entering  or  reentering  the  Australian 
market. 

Broken  Hill  Proprietary,  for  exam- 
ple, was  selling  at  around  $30  per 
share  a  few  months  ago  when  I  re- 
viewed it,  expressing  long-term  confi- 
dence in  the  stock  while  suggesting 
that  at  that  time  it  may  have  been 
temporarily  too  high.  Today  the  stock 
is  selling  at  around  $20.  Depreciation 
of  about  30%  in  an  investment  stock 
of  this  calibre  is  steep  indeed,  espe- 
cial]} in  view  of  the  fact  that  develop- 
ments in  the  company's  search  for  oil 
dining  this  period  have  been  encour- 
aging: The  estimate  for  getting  a  pro- 
duction of  about  a  quarter  of  a  million 
barrels  per  day  commercially  available 
would  appear  to  be  possible  about  six 
months  sooner  than  was  originally 
estimated.  Other  stocks  have  had  a 
collection     and     may     afford     some 


equally  interesting  opportunities,  but 
regretfully  few  of  these  enjoy  the 
marketability  of  BHP  in  the  New 
York  over-the-counter  market. 

At  the  meeting  of  the  International 
Monetary  Fund,  matters  of  reform, 
such  as  the  Special  Drawing  Rights, 
have  been  agreed  upon  in  principle 
but  remain  to  be  implemented. 
The  double  tier  system  of  gold 
prices  is  working  so  well  at  the 
moment  that  special  attention  was  re- 
quired for  South  Africa's  problem  of 
how  to  sell  her  gold  production,  if 
and  when  needed,  without  possibly 
reducing  the  price  below  $35  per 
ounce.  We  are  not  out  of  the  woods 
when  it  comes  to  international  mone- 
tary crises  (especially  where  the  franc 
is  concerned)  but  for  the  time  being 
the  frequency  and  severity  of  these 
crises  is  likely  to  be  reduced.  Hence, 
the  market  weakness  is  likely  to  con- 
tinue for  some  time  and  I  can  only 
repeat  what  I  have  frequently  said  in 
the  past:  No  serious  long-term  inves- 
tor should  even  consider  the  purchase 
of  gold  shares  unless  this  is  warranted 
with  the  price  of  gold  remaining  at 
$35  per  ounce. 

Devaluation  for  the  Franc? 

I  am  dictating  this  article  less  than 
48  hours  after  my  arrival  in  Paris, 
my  first  visit  in  over  12  years.  I  am 
not  quite  sure  whether  I  am  more 
impressed  by  the  changes  that  have 
taken  place  in  the  last  12  years  or 
whether  I  am  more  impressed  by  how 
many  things  are  unchanged.  Certainly 
Paris  is  as  beautiful  as  ever,  the 
women  as  chic  as  ever  and  the  food 
is  more  delectable.  Prosperity  is  evi- 
dent everywhere.  To  what  extent  the 
European  Common  Market,  Charles 
de  Gaulle  or  the  discovery  and  ex- 
ploitation of  oil  in  North  Africa  is 
responsible  is  a  debatable  point.  But 
France  has  had  her  problems, 
especially  since  the  turmoil  of  last 
spring.  People  I  talked  to  assure  me 
that  the  cost  of  living  has  risen  since 
May  much  more  than  official  statistics 
show.  Estimates  of  12%  to  15%  are 
common.  With  such  erosion  in  the 
internal  purchasing  power  of  the  franc 
there  can  be  little  doubt,  regretfully, 
that  external  devaluation  will  become 
a  sad  necessity.  ■ 
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If  you  now  own  or  plan  to  buy  any  open-end 
mutual  fund  shares,  you  SHOULD  NOT  MISS 
this  eye-opening  new  "blockbuster"  study  . . . 


THE  CASE  AGAINST 
MUTUAL  FUNDS 


A  large  part  of  the  mutual  fund  industry— led  by  its  razzle- 
dazzle  "performance"  segment — now  appears  to  have  painted 
itself  into  a  dangerous  corner.  Escaping  from  it  could  be  a 
tremendously  costly  affair  for  the  funds  and,  more  important- 
ly, for  the  shareholders  who  stick  with  them. 

Among  the  danger  signals,  there  is  mounting  evidence  that 
a  substantial  part  of  the  superior  "performance"  of  certain 
funds  during  the  past  few  years  stems  directly  from  the 
momentum  produced  by  their  own  buying  activities.  Think 
what  might  happen  if  the  situation  were  reversed  and  the 
fund-generated  momentum  were  on  the  selling  side. 

For  manv  mutual  funds  the  moment  of  truth  may  come 
much  sooner  than  manv  investors  realize.  It  will  come,  in  our 
judgment,  when  two  major  fund  operating  factors— which 
have  been  in  converging  trends  for  several  years  now — finally 
meet  and  cross  paths.  At  that  juncture  (more  about  the 
•timetable"  below),  all  the  accumulated  fund  weaknesses 
and  excesses  are  likely  to  be  painfully  exposed— and  a  share- 
holder reaction  of     stampede"   proportions  might  ensue. 

THE  PERFORMANCE  RACE 

We  do  not  hesitate  to  endorse  the  original  concept  under- 
lying mutual  fund-  These  funds  tor  open-end  investment 
companies)  are  designed  to  offer  investors  who  lack  the  time 
or  knowledge  or  inclination  to  "go  it  alone"  the  chance  to 
share  in  stock  market  rewards  via  portfolios  that  are  pro- 
fessionally maraged  and  diversified  to  spread  the  risks  in- 
herent in"  investing. 

However,  in  recent  times  many  mutual  funds  have  veered 
radically  from  then  former  investment  course.  This  massive 
shift  in  direction  was  set  in  motion  in  the  mid-1960s  with 
the  emergence  of  a  new  kind  of  investment  vehicle— the  per- 
formance-oriented  funds  aiming  at  high-speed  capital  growth. 

These  so-called  "go-go"  funds  were,  and  are,  ostensibly  de- 
signed to  cater  to  a  small  minority  of  sophisticated  investors 
who  are  able  and  willing  to  accept  sharply  higher  risks  for 
the  sake  of  correspondingly  higher  potential  gains  But  these 
special-nature  funds  quickly  attracted  a  huge  public  follow- 
ing. And  just  last  year,  for  example,  the  "go-go  outfits  ac- 
counted for  an  estimated  70',  of  all  new  sales  in  the  fund 
market, 

BATTLE  WITHOUT  WINNERS 

Apparently  main  of  the  "old  line"  mutual  funds  have  seen 
no  alternative  but  to  join  In  the  "performance"  battle  them- 
selves—adding billions  of  dollars  to  the  demand  for  "super" 
growth  issues  Xot  by  the  wildest  stretch  of  the  imagination 
are  there  enough  genuine  high-potential  investment  situations 
to  absorb  even  a  minority  portion  of  these  enormous  assets. 
Consequently,  the  industry  has  found  it  necessary  to  "manu- 
facture" new  growth  stocks. 

If  you  have  any  stake  in  mutual  funds,  we  think  it  is  im- 
perative that  vou  learn  exactly  why  we  believe  the  rapidly- 
escalating  "peVformance"  battle  is— quite  conceivablj  one 
in  which   nearly  everyone  concerned  could  come  out  a  loser. 

THE  KEY  IMPLICATIONS 

In  view  of  the  foregoing.  THE  HOLT  INVESTMENT  AD- 
VISORY is  now  releasing  a  deep-probing  and  highly  reveal- 
ing Special  Study  of  potentially  shattering  significance.  If 
this  study  is,  indeed,  a  financiai  "blockbuster'  ,  it  is  simply 
because  we  have  felt  compelled  to  present  a  case  which  we 
believe  has  not  been  adequately  told  elsewhere.  Among  the 
critical  facts  and  implications  that  are  investigated  and 
brought  to  light: 

•  How  mutual  funds  which  traffic  in  obscure  issues  may 
actually  have  created  a  large  part  of  their  own  superior 
"performance". 


•  Why  the  growing  craze  for  "performance"  funds  could 
hardly  have  come  at  a  worse  time. 

•  The  mutual  fund  "happiness  cycle" — what  it  is  and  how  it 
could  come  crashing  down  if  just  a  few  "club  members" 
break  the  cardinal  rule. 

•  The  potential  impact  on  mutual  funds  of  their  loss  of  "pre- 
ferred" status. 

•  Why  the  "hottest"  funds — pushed  enthusiastically  by  deal- 
ers— may  have  to  resort  to  continually  riskier  issues. 

•  How  the  mutual  funds  may  be  pressured  by  sales  con- 
siderations to  compromise  their  investment  judgment. 

•  The  mutual  fund  "domino  theory" — why  one-shot  specula- 
tors may  now  hold  the  key  to  the  future  of  many  funds. 

•  What  the  funds  have  done — and  have  NOT  done — to  protect 
themselves  against  another  market  debacle  like  that  of 
1962. 

•  How  increasing  redemptions  could  force  funds  to  stop 
"protecting"  many  of  their  overpriced  holdings. 

•  The  built-in  "failure  mechanism"  that  could  take  over 
many  funds  in  a  primary  bear  market. 

THE  PIVOTAL  FACTOR 

Many  of  the  disturbing  elements  highlighted  above — which 
make  up  just  part  of  the  comprehensive  case  set  forth  by 
HOLT — could  probably  be  repressed  by  the  funds  for  quite 
some  time  were  it  not  for  the  ominous  developments  in  this 
final  and  most  pivotal  factor  of  all: 

For  more  than  10  years  now,  mutual  fund  redemptions  have 
been  trending  upward  at  a  higher  rate  than  new  sales  of 
fund  shares.  When  and  if  these  converging  trends  come 
together  and  cross — when  more  money  is  being  taken  out 
than  put  into  funds — an  appalling  chain  or  events  might  be 
set  off  in  which  many  of  the  potential  problems  outlined 
above  could  simultaneously  come  to  a  head.  HOLT's  new 
study  graphically  shows  how  these  two  critical  trends — new 
sales  vs.  redemptions — have  been  moving,  and  projects  an 
estimated  "timetable"  as  to  when  they  may  actually  collide. 
The  study  goes  on  to  outline — step  by  step — the  sequence 
of  the  "collapse"  we  believe  would  then  ensue. 

If  you  have  any  stake  whatever  in  any  mutual  funds,  we 
urge  you  to  read  at  once — and  then  re-read — HOLT's  eye- 
opening  new  study.  "The  Case  Against  Mutual  Funds".  You 
can  receive  this  comprehensive  Special  Study — entirely  as  a 
BONUS — with  your  six- week  (three-issue)  introductory  Guest 
Subsription  to  THE  HOLT  INVESTMENT  ADVISORY  .  .  . 
the  truly  professional  service  for  the  private  investor.  To  ac- 
cept this  special  (over  50%  off)  introductory  offer,  please  use 
the  coupon  below. 


THE 
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INVESTMENT  ADVISORY 


305  Madison  Avenue,  New  York,  N.  Y.  10017 

Please  send  me  "The  Case  Against  Mutual  Funds" — as  a 
BONUS — with  my  six-week  (three-issue)  Guest  Subscrip- 
tion to  THE  HOLT  INVESTMENT  ADVISORY,  My  $5  re- 
mittance is  enclosed. 


Name- 


Address- 
City_ 


-State. 


.Zip. 


(This  subscription  not  assignable  without  your  consent.) 
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STOCK  TRENDS 

By  Myron  Simons 
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Opportunities  Ahead 


You  don't  have  to  be  a  genius  to  do 
well  in  the  stock  market — not  it  you 
stick  to  one  of  the  mainstreams  of 
the  American  economy.  Of  course, 
short-term  trading  and  picking  eso- 
teric stocks  require  timing,  experi- 
ence and  often  intuition.  But  the  very 
large-scale  movements  of  the  nation's 
industry  should  he  apparent  to  any- 
one who  follows  current  events  and 
the  financial  news.  Let  me  give  two 
examples: 

When  the  Soviet  Union  launched 
the  first  missile,  Sputnik,  in  1957,  the 
U.S.  had  to  embark  on  a  crash  pro- 
gram to  keep  on  a  military  parity. 
A  whole  new  industry  was  born.  It 
was  obvious  that  missiles  needed  great 
quantities  of  electronic  equipment 
and  that  the  electronic  industry  was 
relatively  small.  Here  was  a  great 
opportunity  for  investors,  a  military 
need  of  our  country  that  would  force 
a  relatively  undeveloped  industry  to 
grow  rapidly  for  a  number  of  years. 

A  similar  opportunity  was  avail- 
able in  the  computer  industry.  When 
the  giant  machines  were  developed 
just  alter  World  War  II,  they  were 
just  too  complicated  and  expensive  to 
be  useful  except  to  the  Government 
and  the  very  largest  companies.  But 
when  the  machines  became  small 
enough  and  easy  enough  to  operate 
so  that  the  medium-sized  business 
could  use  them,  the  entire  computer 
industry — not  only  the  machine  man- 
ufacturers, but  those  who  made  pe- 
ripheral equipment,  as  well  as  those 
who  serviced  the  machines  and 
financed  them — was  on  its  way. 
Soundly  based  companies  in  the  field 
were  good  investments.  Some  were 
belter  than  others,  of  course,  but  most 
of  them  were  very  profitable. 

Today  it  seems  inevitable  that  the 
housing  and  construction  industry  is 
destined  lor  a  long  and  dynamic  pe- 
riod of  growth.  Many  of  our  cities 
have  slums  that  are  among  the  worst 
in  the  Western  world.  Tight  money 
and  the  Vietnam  war  have  caused  a 
lag  in  home  building  and  government 
((instruction.  Yen  ol  work  will  be 
needed  to  do  the  job — necessarj 
Work,  because  the  mav  be  in 

trouble  if  we  do  not  do  something 
about  the  conditio]         mam,    of  our 

cities.   It  has  been  sat  ■  ■  must 
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build  in  the  next  20  years  the  equiva- 
lent of  the  entire  housing  supply  that 
existed  in  the  U.S.  in  1960. 

The  housing  and  construction  in- 
dustry is  the  largest  segment  of  the 
U.S.  economy.  There  are  a  lot  of  com- 
panies to  invest  in,  and  many  of  them, 
carried  along  by  a  prolonged  boom, 
should  do  well.  One  of  the  problems 
of  the  future  will  be  the  lack  of 
skilled  labour,  along  with  trade  union 
regulations  that  may  have  to  be 
changed  to  make  a  large  expansion 
possible.  Local  building  codes  are 
often  archaic;  mass  production  will 
have  to  replace  present  methods  if 
we're  going  to  get  the  job  done.  Na- 
tionwide, or  at  least  regional,  build- 
ers will  probably  replace  the  local, 
fragmented  industry  that  exists  at 
present,  and  great  rewards  will  await 
those  who  can  provide  superior  financ- 
ing. The  idea  of  modular  construc- 
tion by  which  giant  cranes  can  lower 
into  place  entire  housing  units  is  a 
breathtaking  one.  New  materials  such 
as  stressed  concrete  and  plastics  will 
be  used.  The  introduction  of  mass- 
production  methods  should  make 
some  exciting  investment  opportuni- 
ties available. 

Three  Possibilities 

Of  course,  the  coming  boom  in 
construction  has  not  been  a  secret. 
The  stocks  of  many  of  the  companies 
that  will  obviously  benefit  have  al- 
ready had  substantial  moves.  While 
their  future  is  extremely  bright  for 
the  long  term,  the  Vietnam  war  must 
be  resolved  and  the  high  cost  of 
money  lowered  before  the  boom  in 
the  private  sector  can  begin  in  earn- 
est. In  urban  redevelopment,  which 
is  largely  a  governmental  responsibil- 
ity, plans  must  be  made  and  funds 
authorized  long  before  the  actual  con- 
struction takes  place.  There  are  sev- 
eral companies  in  which  the  stake  in 
construction  is  only  one  segment  of 
the  over-all  business.  Other  areas  of 
the  company's  business  can  be  strong 
in  the  near  future,  while  the  constru- 
tion  areas  promise  to  become  more 
important  somewhat  further  out. 
There  are  two  such  companies  that  I 
like,  as  well  as  one  whose  profit  mar- 
gins  senn   to   be   about   to   improve: 

International  Telephone  d-  Tele- 
graph, a  giant  enterprise  that  is  ex- 
pected   to   have   about   $4   billion    in 


sales  in  1968.  How  is  this  company, 
so  identified  with  electronics  and  tele^ 
phone  services,  involved  with  housing 
and  construction?  Well,  for  one  thing, 
it  owns  Levitt,  the  largest  private 
home-building  company  in  the  nation. 
With  the  financial  and  technical 
power  of  the  ITT  organization,  it  can 
make  *large  inroads  in  the  housing 
field.  This  is  only  a  part  of  ITT's 
diversification  program;  overall,  it  has 
switched  its  principal  business  from 
telecommunication  equipment  to  con- 
sumer products  and  services.  Its  out- 
standing research  and  development 
programs  have  been  massive  and  its 
plant  expenditures  very  large,  espe- 
cially in  the  last  five  years — a  true 
indication  of  a  growth  company. 

I  believe  that  this  year's  earnings 
will  be  about  $2.50  a  share,  up  from 
last  year's  $2.27,  and  that  1969  can 
be  even  higher.  While  its  capital- 
ization is  complicated,  with  a  num- 
ber of  classes  of  preferred  stock  out- 
standing, full  conversion  would  re- 
duce my  1968  estimate  by  about  only 
3  cents  a  share. 

GAF  Corp.  This  company  has  been 
well  known  as  the  largest  company 
confiscated  by  the  Government  dur- 
ing World  War  II,  when  it  was  called 
General  Aniline  &  Film.  The  stock 
was  sold  to  the  public  in  March  of 
1965.  Government  control  had  se- 
verely restricted  expansion,  but  since 
the  stock  has  been  publicly  owned, 
the  company  has  rapidly  expanded 
and  renovated  its  manufacturing  fa- 
cilities. In  addition,  it  has  been  ag- 
gressively acquiring  other  companies. 
In  May  of  1967  it  acquired  Ruber- 
oid,  a  major  manufacturer  of  building 
materials,  industrial  products  and  floor 
coverings,  which  last  year  accounted 
for  31%  of  GAF's  over-all  volume. 
Chemicals,  photo  products  and  busi- 
ness systems  make  up  most  of  the  rest 
of  sales.  I  expect  earnings  of  $1.25 
per  share  in  1968,  with  improvements 
in  1969  and  beyond,  as  new  chemical 
plants  come  on  stream,  and,  finally, 
as  the  housing  boom  begins. 

Otis  Elevator.  The  trend  toward  tall 
buildings  is  continuing  not  only  in  the 
U.S.  but  abroad.  Clearly,  high-rise 
structures  would  be  impossible  with- 
out the  elevator.  The  world's  largest 
manufacturer  of  elevators  and  escala- 
tors is  the  Otis  Elevator  Co.  This 
company  has  had  its  problems  in  the 
recent  past  partly  because  its  plant 
and  facilities  were  old. 

But  I  expect  that  profit  margins  will 
improve  over  last  year's,  which  were 
affected  by  strikes  in  the  U.S.,  and 
severance  pay  and  make-ready  costs 
abroad.  Profits  per  share  for  this  year 
look  as  though  they  should  be  at  the 
$2.85-to-$3  level,  with  continued  im- 
provement in  1969  and  1970. ■ 
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Another  Member  Of  The  "INDICATOR  DIGEST  Family" 

Technical Stock Repbhts 

A  TECHNICAL  PROFILE  ON  NEARLY 

1000  ACTIVE  STOCKS 

To  Save  Valuable  Time  Spent  In  Searching  Out 

THE  VITAl  FACTS 

T.  S.  R.  Gives  You  The  Following  Information 

AT-A-GLANCE  ON   EACH   STOCK: 


An    Expert   Comment   on    its   TECHNICAL   POSITION 

(What  its  chart  says  —  as  interpreted  by  a  team  of 

expert  technicians) 

Estimated  Number  of  Shares  in  its  TRUE  FLOATING 

SUPPLY    (A  Vital    T.S.R.     Feature   -   Not  Published 

Elsewhere) 

Percentage  of  Shares  CLOSELY   HELD  (By  Officers, 

Directors.  Funds  and  Insiders) 

DIVIDEND  YIELD  (Indicated  for  this  year) 


Net  Shares  Bought  or  Sold  by  Insiders  (As  reported  in 

past  30  days) 

Net  Shares  Bought  or  Sold  by  FUNDS  (As  reported  in 

past  30  days) 

RECENT  EARNINGS  TREND  (Are  earnings  rising 

sharply,  rising  mildly,  static  or  declining?) 

PRICE-EARNINGS    RATIO   (Current   price    represents 

what  multiple  of  the  earnings  achieved  in  the  past 

12  months?) 
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1HE  CURRENT  LIST  OF  STOCKS  REGULARLY  COVERED  IN  T.S. 
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PLUS  The  following  Regular  T.  S.  B.  Features 


•  Wall  Street's  "MOST  RECOMMENDED"  Stocks  (ranked  by 
number  of  mentions  —  from  several  hundred  recent  market 
letters) 

•  Stocks  With  Strong  Or  Weak  TAPE  ACTION  (rated  by  "The 
Tapewatcher") 

•  Outstanding  CHART  PATTERNS  (by  T.S.R.  staff  consensus- 
most  votes) 

•  Highest  "EARNINGS-GROWTH"  Rates 


Highest  PRICE-EARNINGS  RATIOS 
Lowest  PRICE-EARNINGS  RATIOS 
Smallest  FLOATING  SUPPLIES 
Largest  SHORT  INTEREST  (in  ranking  order) 
20  Strongest  Industry  Groups  (in  ranking  order) 
SELECTED  "HIGHEST  DIVIDEND  YIELDS" 
An  "Up-To-The-Minute"  MARKET  OUTLOOK 
Glossary  of  Technical  Terms,  etc. 


Special  *2   Trial  Offer 

Especially  in  this  kind  of  market,  the  prudent  investor  will  want  all 
the  solid  information  he  can  get  —  especially  if  it  comes  in  easy-to- 
use  form.  You  can  now  receive  all  of  the  foregoing  coverage  on  975 
stocks  —  plus  a  special  section  on  25  additionally  active  stocks, 
T.S.R.'s  regular  Mid-Month  Supplement,  and  the  twice-monthly 
T.S.R.  STOCK  SUPPLEMENT  (featuring  Special  Situations)  —  as  a 
Special  One-Month  Introductory  Trial  Subscription  —  for  the  truly 
token  sum  of  only  $2. 

(The  record  achieved  to  date  by  TECHNICAL  STOCK  REPORTS  is 
not  a  guarantee  of  future  results.) 


I  TECHNICAL  STOCK  REPORTS,   INC.  tsr-276 

j  Palisades  Park,  N.  J.  07650 

|  Please  send  me  the  Special  One-Month  Introductory  Trial  Sub- 
|  scription  —  as  outlined  above  —  for  the  token  price  of  only  $2. 
■  My  $2  remittance  is  enclosed. 


Name 

Address. 


I  City 

[  State Zip 

(This  subscription  cannot  be  assigned  without  subscriber's  consent.) 
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T,  ROW E  PRICE 
GROWTH  STOCK 
FUND,  INC. 

I.  1950 

A  NO-LOAD  FUND 

Investing  in  stocks 

carefully  selected  for  long  term 

growth  possibilities 

Individuals  &  institutions 
are  invited  to  request  free  prospectus 

NO  SALES  CHARGE 

Self-Employed 

Retirement  Plan 

(Keogh  Act) 

Available 


|   T.  Rowe  Price  Growth  Stock  Fund,  Inc. 

I    One  Charles  Center,  Dept.  B 
Baltimore,  Md.  21201  Phone  (301)  539-1992 


-  Zip  _ 


jML  Investments  Geared  to  America's  Future 

%  JOHNSTON 

MUTUAL  FUND 

for  investors  seeking  possible  growth 
of  capital  and  income 

A  NO-LOAD  FUND 

No  Redemption  Charge 
Systematic  Investment  Plan 

NO  SALES  CHARGE 

Self-Employed  Retirement  Plan 
Available  (Keogh  Act) 

Mail  Today  For  Free  Prospectus 


The  Johnston  Mutual  Fund  Inc. 

230  Park  Ave,  N  Y  C.  10017    Dept.  C 

Phone:(212)679-2700 


NAME 


ADDRESS, 


AFFLUENTS 

Adults  who  are  home  owners 
with  household  incomes  of 
$15,000  &  over 


Forbes 

38.0% 

Fortune 

37.6% 

Business  Week 

27.2% 

Forbes  has  the  highest  con- 
centration of  these  better  paid 
home  owners  found  in  the 
1968  Simmons  Study  of  the 
audiences  of  57  publications. 


THE  FUNDS 


Time  and  Money 

Is  life  insurance  an  obsolete  prod- 
uct? Is  inflation  here  to  stay?  Is  the 
mutual  fund  the  only  viable  saving 
vehicle  of  the  future?  Insurance  exe- 
cutives are  not  waiting  around  for 
the  answers  to  these  questions.  A 
half-dozen  insurance  companies  have 
already  acquired  mutual  fund  man- 
agement companies,  and  over  70  have 
prospective  new  funds  in  registration 
with  the  SEC.  It  sounds  easy  enough 
for  an  insurance  company  to  go  into 
funds.  After  all,  the  insurance  sales- 
man just  has  to  pull  a  mutual  fund 
application  out  of  his  briefcase.  But 
IN  A  Corp.,  the  holding  company  for 
Insurance  Company  of  North  America 
— like  other  insurance  companies — 
has  found  that  it  takes  a  great  deal  of 
time  and  money  to  get  into  funds. 

One  reason  is  that  many  insurance 
companies  have  no  captive  salesmen. 
They  sell  through  independent  agents, 
who  can  sell  the  insurance  offered  by 
any  number  of  companies.  Therefore, 
INA  has  had  to  seduce  independent 
agents  into  becoming  fund  salesmen. 
INA  began  last  April,  when  it  offered 
to  train  its  agents  to  pass  the  NASD 
exam  for  fund  salesman.  "Sales  started 
flowing  in  by  July,"  says  John  T.  Pen- 
land,  vice  president  of  INA  Security 
Corp.  (now  a  nationwide  broker- 
dealer)  and  president  of  INA  Trad- 
ing Corp.,  which  owns  a  seat  on  the 
Philadelphia  -  Baltimore  -  Washington 
Stock  Exchange.  "I'm  quite  pleased. 
More  than  2,000  men  have  been 
trained  so  far,  and  others  are  coming 
through  fairly  rapidly." 

INA's  course  begins  with  a  read- 
ing course  self-administered  by  the 
agent.  After  reading  three  texts,  he 
takes  a  mock  examination  to  see  if  he 
is  ready  to  go  further.  If  he  is,  he 
then  goes  to  a  training  center  for  three 
days  of  intensive  classroom  instruc- 
tion. Classes  last  from  early  morning 
until  late  in  the  evening.  After  that, 
the  agent  takes  the  NASD  registered 
representative's  examination. 

"Ninety  per  cent  of  our  men  pass 
the  exam,"  says  Penland.  But  passing 
is  only  a  small  part  of  beginning  to 
sell  funds.  INA  must  also  give  the 
agents  a  gentle  shove  toward  the  first 
sale.  "They  have  lived  with  fixed 
dollars  for  a  long  time,"  Penland  adds. 
"They  an  good  salesmen,  and  we 
train  them  well,  but  they  worry  about 
the    restrictive    regulations    in    securi- 

W  hat  does  INA  get  for  all  its  ef- 

Well,  it  gets  part  of  the  com- 

ons  on  the  funds  the  agents  sell. 


As  a  broker-dealer,  INA  represents 
some  30  funds,  including  22  spon- 
sored by  five  management  companies: 
Delaware  Management,  Dreyfus, 
Capital  Research  &  Management,  Fi-  ' 
delity  Management,  and  Wellington 
Management.  The  agents  could  sell 
other  funds,  but  INA  offers  so  many 
they  really  don't  need  to.  In  addition 
to  a  share  of  the  commission,  INA 
can  use  its  regional  exchange  seat  to 
get  reciprocal  brokerage  business  from 
the  funds. 

Broad  Participation 

The  company  is  not  stopping  there, 
however.  Last  month,  INA  shelled 
out  an  undisclosed  number  of  shares 
of  its  stock  in  order  to  acquire  the 
management  company  of  the  hot-per- 
forming $200-million  Winfield  Growth 
Fund.  "We  have  no  intention  of  aban- 
doning the  funds  with  which  we  have 
had  success  already,"  Penland  says. 
"But  we  felt  we  wanted  to  participate 
more  broadly  in  the  securities  business 
and  to  manage  a  fund  more  closely 
associated  with  INA." 

This  means  that  to  the  extent  that 
INA-trained  agents  sell  Winfield  more 
than  other  funds,  INA  will  get  not 
only  a  bigger  share  of  the  commissions 
but  the  management  fee  as  well.  The 
management  fee  of  $1  million  a  year 
(0.5%  of  $200  million)  may  not  seem 
much  to  a  company  as  large  as  INA, 
but  Winfield  has  almost  tripled  in  size 
in  the  past  three  years  alone.  With 
INA's  agents  behind  it,  the  fund 
could  grow  even  faster. 

In  any  case,  INA  has  found  a  way 
of  getting  into  the  fund  business  even 
though  it  lacks  a  captive  sales  force. 
Other  insurance  companies  may  take 
exactly  the  same  route,  but  INA  has 
the  all-important  head  start  of  simply 
making  a  positive  decision  to  expend 
a  lot  of  time  and  money. 


Showing  the  Youngsters 

When  Emerson  Axe  died  in  1964, 
and  his  wife  Ruth  early  in  1967,  many 
people,  including  Forres  (May  15, 
1967,  p.  90),  speculated  that  perhaps 
the  Axe  Fund  group  ( assets  over  $550 
million)  had  had  it.  Its  largest  fund, 
the  Axe  "B"  balanced  fund,  appeared 
to  have  little  appeal  for  the  perfor- 
mance-minded investor;  the  manage- 
ment company  appeared  ripe  for  take- 
over; and  in  an  age  of  boy  wonders,  the 
three  men  left  with  the  job  of  running 
the  organization  were  all  in  their  mid- 
sixties. 

But  in  their  short  tenure,  the  Axe 
fund  threesome  of  Louis  K.  Hyde, 
chairman  of  the  management  com- 
pany, Justin  Dunn,  president,  and 
Donald  Ellsworth,  executive  vice  pres- 
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"ident  has  done  extremely  well.  Al- 
though the  three  men  operate  as  a 
joint  investment  committee,  each  is 
individually  responsible  for  certain 
funds.  Ellsworth  manages  Axe-Hough- 
ton's  stock  and  science  funds,  while 
Hyde  is  responsible  for  the  "A"  and 
Dunn  for  the  "B"  balanced  funds.  "We 
look  at  our  investments  in  terms  of 
long-range  capital  appreciation  and 
do  a  great  deal  of  our  own  research, 
explains  Dunn.  ""And  we  don't  look 
at  our  investments  in  "go-go"  terms  of 
getting  in  and  out  of  the  market  all 
the  time." 

Dynamic   Balance 

What  this  has  meant  is  measured 
and  stead)  performance.  According 
to  the  Forbes  1968  fund  ratings, 
Hyde'j  "A"  fund  (assets  $82  million) 
outperformed  Dunn's  $327-million  "H " 
fund,  but  both  were  well  above 
the  median  for  balanced  Funds.  Hyde, 
the  author  of  several  unpublished 
novels,  likes  to  attribute  1 1 1 i s  perform- 
ance to  what  he  calls  "dynamic  bal- 
ance," meaning  in  part  the  imaginative 
•  I  convertible  securities  in  the 
fixed-income  portion  ol  the  portfolio, 
pynamic  balance  has  meant  that  8100 
in  Fund  "A'  has  grown  to  $270  in 
the  1962-68  period,  and  to  $128  over 
just  the  last  year;  for  bund  "B ",  the 
Bgures  are  s  1 93  and  $1  12,  respectiv  el) . 

Ellsworth's  stock  and  science  funds, 

not  hampered  l>>  restrictions  ol  bal- 
ance, have  done  even  better.  Ells- 
worth, an  economist  and  former  editoi 
of  the  defunct  .V.V.  Times  Analyst, 
will  not  define  his  investment  phi- 
losophv  other  than  to  sav ,  "I  trv  to 
find  an  industry  that's  growing  md 
then  pick  the  best  one  within  the 
group."  For  Axe  science  and  stock 
fund  holders,  this  has  had  particularly 
salutorv  effects.  In  Forbes'  list  of 
stock  funds  onlv  six  other  funds  out- 
performed the  stock  funds'  six-year 
tecord  to  1968.  In  that  time  $100 
fcrew  to  $383,  and  tew  matched  its 
12-month  record.  The  science  fund, 
now  S70  million  in  assets,  was  almost 
dead  ten  years  ago  because  ol  past 
performance  and  heav  y  redemptions. 
Hut  its  recent  performance  has  al- 
most matched  that  the  stock  fund. 

In  other  words,  either  Ruth  Axe  lelt 
a  more  orderly  house  than  many  fund 
men  thought  or  she  had  been  de- 
veloping the  present  managers  tor 
years.  And  as  Justin  Dunn  remarked, 
"When  you  look  at  three  old  codgers 
like  us,  don't  get  the  idea  that  we 
haven't  made  arrangements  similar 
to  Mrs.  Axe's.  We  have  a  research 
group  headed  by  Edward  H.  Auchin- 
closs — whose  average  age  is  38 — 
which  is  ready  to  take  over."  Hut  in 
the  meantime,  it's  refreshing  to  see 
some  60-year-olds  performing  so  well.  ■ 


WE  ASSIST  IN  HELPING  FUNDS  GROW. 

TESSEL,  PATURICK  &  OSTRAU,  INC.  MEMBERS:  NEW  YORK  AND 
AMERICAN  STOCK  EXCHANGES.  61  BROADWAY,  NEW  YORK,  N.Y. 


TENNECO  INC. 


DIVIDEND 
NO.  85 


HOUSTON, TEXAS 


The  Board  of  Directors  has  declared  a 
quarterly  dividend  of  32^  per  share  on 
the  Common  Stock,  payable  December 
17,  1968,  to  stockholders  of  record  on 
November  22,  1968. 


M.  H.  COVEY,  Secretary 


Chemicals 
Packaging 


Natural  Gas  Pipelines     •      OH 
Land  Use      •      Manufacturing 


MIDWESTERN  GAS 

TRANSMISSION    COMPANY 

HOUSTON, TEXAS 


DIVIDEND 
NO.  22 


The  Board  of  Directors  has  declared  a 
quarterly  dividend  of  25g  per  share  on 
the  Common  Stock,  payable  December 
17,  1968,  to  stockholders  of  record  on 
November  22,   1968. 

M.  H.  COVEY,  Secretary 


■  FOPRCQ       v^wr^nrr,     1       i  nr  o 


READERS  SAY 


(Continued  from  page  15) 

Don't  Blame  Us 

Sir:  Many  magazines  and  news  media 
mislead  the  public  on  aviation  problems. 
The  so-called  crowded  sky  is  just  one  ex- 
ample Forbes,  Oct.  1,  "The  U.S.'  Lop- 
sided Transportation  Budget").  You  can 
take  every  licensed  aircraft  in  the  U.S. 
and  put  each  one  at  the  same  altitude 
and  have  them  all  within  the  boundaries 
of  the  state  of  Idaho.  Each  would  have 
at  least  one  mile  of  airspace  in  which  to 
navigate.  This  includes  general  aviation, 
airliners  and  military  aircraft. 

— Donald  E.  Murray 
St.  Louis,  Mo. 

Sir:  The  actual  fact  of  the  matter  is 
that  "small  private  planes"  used  an  aver- 
age of  3%  of  LaGuardia  Airport  capacity 
throughout  the  month  of  August  1968. 
At  O'Hare  Airport  the  same  number  for 
the  same  period  was  seven-tenths  of  IX 
At  Kennedy  Airport  the  number  was  15?. 
Very  obviously,  small  private  airplanes 
avoid  these  major  hub  airports  like  the 
plague.  They  have  almost  nothing  to  do 
with  the  airport  congestion  problem. 

John  P.  Woods 

Executive  Assistant, 

National  Business  Aircraft  Assoc.  Inc. 

Washington,  D.C. 


Sra:  Let's  be  fair.  Those  stacks  of  jets 
over  most  major  airports  are  there  be- 
cause the  airlines  schedule  their  flights  to 
arrive  and  depart  at  the  most  convenient 
and  attractive  times. 

— David  L.  Ferrell 
Clarendon  Hills,  111. 

Sir:  As  long  as  airports  are  built  with 
tax  money,  the  taxpayers  should  be  able 
to  use  them. 

J.  C.  Woodward  Jr. 

President, 

Prinsho  Veneer  Co.,  Inc. 

Valdosta,  Ga. 

Which  Base  Do  You  Use? 

Sra:  We  refer  to  the  statement,  in  your 
article  entitled  "Wall  Street:  Back  to 
Fundamentals?"  (Forbes,  Aug.  15),  that 
Omega  Fund  has  "the  distinction  of  being, 
after  only  a  few  short  months  of  life,  one 
of  the  worst-performing  funds  in  the 
business."  We  think  your  statement  is 
unjustified  and,  in  fact,  erroneous.  The 
period  Apr.  29  to  July  30  is  so  short  as 
to  be  literally  meaningless  in  terms  of 
fund  performance.  For  the  month  of  Sep- 
tember, our  net  asset  value  increased 
8.1%.  exceeded  by  only  one  other  fund. 
For  the  three-month  period  June  30  to 
Sept.  30.  1968.  the  net  asset  value  in- 
creased 8.4%,  surpassed  by  only  one  of 
the  23  other  funds. 

— Frank  B.  Ingraham 

Vice  President, 

Omega  Fund,  Inc. 

Boston,  Mass. 


The  Contents  Page 

Sir:   Accept  my  grateful  appreciation 
for  the  new  Forbes  contents  page.  This 
is    a    great    improvement    and   makes    it' 
possible  to  run  down  the  listed  index  of 
the  different  firms  you  write  about. 

— Elmer  H.  Noelting 
Evansville,  Ind. 
Did  He  or  Didn't  He? 

Sir  :  Your  otherwise  distinguished  piece 
on  Irving  Maidman  (Forbes,  Sept.  15) 
suggested  that  he  was  brought  up  in  a 
tenement.  Irving  never  saw  a  tenement 
unless  he  was  buying  the  block. 

— William  Lynch  Vallee 
Spring  Valley,  N.Y. 

The  story  was  checked  with  Irving 
Maidman,  who  confirmed  the  statement 
that  he  rose  "from  the  tenements  of  the 
Lower  East  Side  to  an  office  in  his  own 
building  on  Broadway" — Ed. 

Sorry 

Sir:  In  your  Aug.  15  issue  (p.  32)  you 
state  that  "Avondale  Shipyards  is  build- 
ing 11  lighter-aboard -ship  vessels  for 
Lykes  Bros."  We  presently  have  no  new 
ships  under  construction  and  the  Avon- 
dale  vessels  to  which  you  refer  are  being 
built  for  two  other  operators. 

Larry  Guerin,  Manager 

Public  Belations  &  Advertising, 

Lykes  Bros.  Steamship  Co.,  Inc. 

New  Orleans,  La. 
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CHART 

in  reduced  size 
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To  introduce  you  to  this  chart  book  of 
fundamental  information  at  a  nominal  price 


447 


3 -Trend 

SECURITY 

CHARTS 


$1 

>nly   riHI 


PRICES  —  EARNINGS  —  DIVIDENDS 

These  convenient  capsules  of  information  show  you  a  clear 
snapshot  of  each  stock's  market  action  for  the  latest  21 
months.  Weekly  Price  Range  and  Volume  Patterns  are  clearly 
visible  against  Earnings  and  Dividend  Trends.  There  is  also 
a  23-Year  Panorama  Chart  of  monthly  ranges  of  6  Leading 
Market  Averages,  plus  the  Trendoscope  Group  Profiles  of  the 
weekly  swings  of  28  important  groups.  The  Transparent 
Comparator  helps  measure  percentage  swings  with  ease. 


SECURITIES  RESEARCH  COMPANY 

A     Division     of     United     Business     Service 

208  NEWBURY  ST.,  BOSTON,  MASS.  02116 

Bl  enclose  $1  for  SRC's  Security  Charts.  (Offer  open  to  new  readers  only) 
$39    yearly    subscription  — 12    monthly    "Security    Charts."    4    quarterly    "Cycli- 
Graphs,"   (570  3-Trend   12-year   charts)   plus  a    large   (42"  x   22")   20-year   Market 
Averages  Wall  Chart. 
□  $59  yearly  subscription  to  all  the  above  —  plus  both  semi-quarterly  and  quarterly 
"Research-0-Graphs".  □  Send  Bill 


NAME 


FM-11 


ADDRESS 
CITY  


STATE 


ZIP 


Thli  contract  Is  not  assignable  without  your  consent 
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CONVERTIBLES 

577  convertible  bonds  and 

327  convertible  preferred  stocks 

now  currently  traded  can  be  ignored  by 
on  investor  only  to  his  own  detriment.  In 
many  cases  an  intelligently  selected  con- 
vertible can  sharply  limit  risk  on  the  down- 
side, while  providing  just  as  much  appre- 
ciation as  the  common  on  the  upside. 

Let  our  R.  H.  M.  Convertible  Survey- 
one  of  the  largest  convertible  services  in 
the  country-,  and  subscribed  to  by  bankers, 
brokers  and  institutions  throughout  the 
Investment     world — tell     you     the     whole  g 

etory  of  the  convertible  bond  and  con- 
vertible preferred  stock  and  outline  a 
method  by  which  you  can  profit  from  the  = 

904  convertibles  currently   traded. 

A  valuable  descriptive  folder  is  avail- 
able to  you  free  on  request  and  will  be 
»ent  without  any  obligation.  Just  mail  this 
ad  with  your  name  and  address  to  "Con- 
vertibles" Dept.  FF-33.  R.H.M.  Associates, 
120  Fifth  Ave..  New  York.  N.  Y.  10001. 
Send  today! 
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DIVIDEND 
NOTICE 

The  Board  of  Directors  of 
Ford  Motor  Company  at  a 
meeting  held  in  Dearborn, 
Michigan,  on  October  10, 
1968,  declared  a  fourth 
quarter  dividend  of  60cents 
per  share  on  theCompany's 
outstanding  stock,  payable 
December  2, 1968.  to  stock- 
holders of  record  October 
31.  1968. 


Vted 


The  American  Road 
Dearborn,  Michigan  48121 
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THOUGHTS . . . 


ON  THE 
BUSINESS  OF  LIFE 


Your  every  voter,  as  surely  as  your 
chief  magistrate,  under  the  same  high 
sanction,  though  in  a  different  sphere, 
exercises  a  public  trust. 

— Grover  Cleveland. 


The  truest  courage  is  always  mixed 
with  circumspection;  this  being  the 
quality  which  distinguishes  the  cour- 
age of  the  wise  from  the  hardiness  of 
the  rash  and  foolish. 

— William  Jones. 


The  greatest  foresight  consists  in 
determining  beforehand  the  time  of 
trouble.  For  the  provident  there  are 
no  mischances  and  for  the  careful  no 
narrow  escapes.  We  must  not  put  off 
thought  till  we  are  up  to  the  chin  in 
mire.  Mature  reflection  can  get  over 
the  most  formidable  difficulty. 

— Baltasar  Gracian. 


Decision  of  character  will  often  give 
to  an  inferior  mind  command  over  a 
superior.  — William  Wirt. 


I  say  no  body  of  men  are  fit  to  make 
Presidents,  judges  and  generals,  un- 
less they  themselves  supply  the  best 
specimens  of  the  same;  and  that  sup- 
plying one  or  two  such  specimens  illu- 
minates the  whole  body  for  a  thou- 
sand years.  — Walt  Whitman. 


Nature  does  not  bestow  virtue;  to 
be  good  is  an  art.  — Seneca. 


B.  C.  FORBES 

Life  is  not  complex.  The  man 
of  fixed,  ingrained  principles, 
who  has  mapped  out  a  straight 
course,  and  has  the  courage  and 
self-control  to  adhere  to  it,  does 
not  find  life  complex.  Things  are 
so  ordained  that,  in  the  end,  we 
reap  if  we  faint  not — and  de- 
serve to  reap,  of  course.  Com- 
plexities are  all  of  our  own  mak- 
ing. The  web  is  not  tangled  until 
we  begin  to  deceive. 


Among  free  men  there  can  be  no 
successful  appeal  from  the  ballot  to 
the  bullet.  — Abraham  Lincoln. 


That  which  we  call  character  is  a 
reserved  force  which  acts  directly  by 
presence,  and  without  means.  It  is 
conceived  of  as  a  certain  undemon- 
strable  force,  a  familiar  or  genius,  by 
whose  impulses  the  man  is  guided, 
but  whose  counsels  he  cannot  impart. 
— Ralph  Waldo  Emerson. 


The  main  misfortune,  the  root  of 
all  evil  to  come,  is  the  loss  of  confi- 
dence in  the  value  of  one's  own  opin- 
ion. — Boris  Pasternak. 


It  is  the  sad  destiny  of  a  prophet 
that  when,  after  working  twenty  years, 
he  convinces  his  contemporaries,  his 
adversaries  also  succeed,  and  he  is  no 
longer  convinced  himself. 

— Friedrich  Nietzsche. 


It  is  the  man  who  is  cool  and  col- 
lected, who  is  master  of  his  counte- 
nance, his  voice,  his  actions,  his  ges- 
tures, of  every  part,  who  can  work 
upon  others  at  his  pleasure. 

— Denis  Diderot. 


It  many  times  falls  out  that  we 
deem  ourselves  much  deceived  in 
others,  because  we  first  deceived  our- 
selves. — Philip  Sidney 


The  difference  there  is  betwixt 
honor  and  honesty  seems  to  be  chiefly 
in  the  motive.  The  mere  honest  man 
does  that  from  duty  which  the  man 
of  honor  does  for  the  sake  of  <  I 
ter.  — Wn.i  i  u    Shens  tone. 


A  little  sincerity  is  a  dangerous 
thing,  and  a  great  deal  of  it  is  abso- 
lutely fatal.  — Oscar  Wilde. 


If  a  man  could  have  half  his  wishes 
he  would  double  his  troubles. 

— Benjamin  Franklin. 


Happiness  may  be  defined  as  good 
fortune  joined  to  virtue,  or  as  inde- 
pendence, or  as  a  life  that  is  both 
agreeable  and  secure.      — Aristotle. 


It  is  hard  to  be  strong  and  not  rash. 
— Japanese  Proverb. 


The  best  strategy  is  always  to  be 
very  strong,  first  generally,  then  at 
the  decisive  point. 

— Karl  von  Clausewitz. 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  arc 
now  available  in  a  574-page  book 
at  $5.95.  Send  check  and  order  to: 
Forbes  Inc.,  60  Fifth  Avenue,  New 
York,  N.Y.  10011.  (Sales  tax:  New 
York  City,  add  5%;  rest  of  New 
York  State,  2%  to  5%  as  required.) 


A  Text . . . 


Sent  in  by  Marshall  Moss, 
Oak  Park,  Mich.  What's  your 
favorite  text?  The  Forbes 
Scrapbook  of  Thoughts  on 
the  Business  of  Life  is  pre- 
sented to  senders  of  texts 
used. 


Beloved,  believe  not  every  spirit,  but 
try  the  spirits  whether  they  are  of 
God:  because  many  false  prophets 
are  gone  out  into  the  world. 

— I  John  4:1 
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Is  Business 
Getting  Its 
Money's  Worth 
Out  of 
Research? 


0T0^6       VO  3WV3NI"TMn8 


uui  new  uaio 

help  your  new 
car  get  to  you... 
by  the  modern 
rail  way... 


At  savings  you  like- 

for  the  kind  of  living  you  like. 

Up  to  1800  automobiles  in  a  single  train.,  from  assembly  plant  to  distribution  point! 

Volume  hauling  in  our  special-design  rack  cars  is  one  reason  why  your  new  car  costs  many  dollars 

less  than  it  might  otherwise.  □  We're  constantly  improving.  That's  why  average 

rail  freight  charges  are  lower  than  they  were  ten  years  ago.  □  In  just  one  more  generation 

there'll  be  300  million  Americans— 50%  more  people  requiring  more  production  of  everything 

...and  more  good  transportation.  □  Dependence  on  railroads  will  grow  and  grow. 

And  railroads  will  be  ready  for  hauling  the  things  you  like. ..for  the  kind  of  living  you  like. 


CI  ANON  OF 


American  A/L 
Railroads  J  4 


GROW,,  GROW 
BY  THE  RAIL  WAY 


What  a  time  for  greatness! 


FOR  31  years  The  Warner  &  Swasey  Company 
has  published  messages  expressing  our  be- 
liefs, our  hopes  and  fears  for  our  Country.  Many 
thousands  of  businessmen,  workmen,  house- 
wives, men  in  the  armed  services,  in  politics  and 
in  every  walk  of  life  have  written  us,  agreeing 
with  these  beliefs.  Some  others  —  not  many  but 
some  —  have  disagreed;  that  is  the  wonderful 
American  privilege. 

In  recent  months  the  number  of  letters  has 
increased  markedly.  More  and  more  Americans 
are  deeply  concerned,  as  we  are,  with  inflation, 
deficits,  weakness.  Some  unions  force  unearned 


wage  increases  which  are  breeding  inflation;  too 
many  in  government  are  more  interested  in  votes 
than  the  fiscal  solvency  of  our  government, 
and  so  continue  to  foster  wasteful  programs  and 
bureaus;  men  in  high  places  (government  and 
business)  compromise  with  our  enemies  abroad 
and  so  leave  a  deadly  legacy  to  our  children. 

It  has  been  said  that  when  crucial  need  arises, 
America  produces  a  leader  —  a  great  leader.  We 
believe  and  the  thousands  who  write  us  believe 
the  need  is  here  —  desperate  need.  Now  is  the 
time  —  what  a  time  for  greatness! 


Cut-off  and  grooving  tools 
manufactured  by  Manchester  Tools, 
a  Division  of  Warner  &  Swasey, 
solve  many  difficult  metal-cutting 
problems. 


)U   CAN    PRODUCE    IT    BETTER,    FASTER,    FOR    LESS    WITH   WARNER    &   SWASEY    MACHINE    TOOLS,    TEXTILE    MACHINERY,    CONSTRUCTION    EQUIPMENT 
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(Inland  Manufacturing  sells  almost  100%  by  WATS.) 

WATS  (Wide  Area  Telephone  Service  with  a  flat 
monthly  charge  for  each  WATS  line,  regardless  of  the 
number  or  duration  of  calls)  has  been  instrumental  in 
the  success  of  Inland  Manufacturing  Company,  Omaha, 
Nebraska— makers  of  radiator  repair  and  abrasive 
cleaning  equipment,  and  screws  and  valves.  The  famed 
Danby  Farm  is  also  a  division  of  Inland. 

As  Mr.  Daniel  Langfeld,  Sr.,  President,  puts  it,  "The 
day  we  discovered  that  a  telephone  salesman  could  sell 
more  radiator  repair  equipment  in  ninety  days  than  a 
direct  salesman  could  sell  in  one  year,  we  began  selling 
by  telephone." 

Make  the  most  of  your  telephone.  That's  what  it's 
there  for.  Call  in  an  expert,  your  Bell  System  Com- 
munications Consultant.  A  phone  is  just  a  phone  until 
you  learn  how  to  use  it. 
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Cl.T.    Financial    74 

Coca-Cola    41,  93 

Colgate-Palmolive    93 

Combustion     Engineering     ...55,     134 

Commonwealth    Edison    55 

Connecticut   Gen.    Life   Insurance. .  113 

Consolidated     Edison     55 

Consolidated    Gold    Fields    94 

Curtis    Publishing    26 

Curtiss-Wright      129 

Data  Processing   Fin.  &  Gen 129 

Deere    &    Co 30 

Dole     42 

Dow   Chemical    33.   35,    106 

Drexel    Equity    Fund    132 

DuPont   (E.I.)    de   Nemours   34 

Equity    Research    Assocs 134 

F  iat    Motor   Co 87 

Firestone   Tire  &   Rubber   48 

First  National  City   I  IB 

FMC    93,    |06 

Ford    Motor    30,   41 

Freeport    Sulphur    114 

Gemini     1 1 6 

General    Cable    95 

General    Development    114 

General    Electric    55,    87 

General     Foods     90 

General   Motors  30,  42,  47,  48 

General    Shale    Products    20 

General   Steel    Industries   127 

General  Tel.  &   Electronics   34,  95 

Global    Marine    ||4 

Goodrich    (B.F.)    48 

Goodyear  Tire  &   Rubber   48 

Great   American    Holding    71 

Green    Giant    116 

Gulf    Oil     ;.   55 

Hartford    Fire    Insurance    33 

Holiday    Inns    ||6 

Howard    Johnson    jjg 

Income  &  Capital   Shares   I  if 

Interstate    Department   Stores    104 

Int'l   Bus.   Machines   35,  82,  86 

Investors  Overseas  Service  96 

Johnson  &   Johnson   29 

Kassuba    Development    102 

Keebler    90 

Kellogg go 

Kresge   (S.S.)    79 

Leaseway    Transportation    47 

Lilly    (Eli)     29,    34 

Manufacturers   Hanover   116 

Marcor    Inc jf)4 

Marine    Midland    Banks    !!!|33 

Massey-Fernuson    30 

MCA    Inc 74 

McKinsey  &   Co 35 

Minnessota    Mining   &.   Mfg.    ...35,   82 

Mobil    Oil     64 

Monsanto      41 

Motorola     (08 

National    Biscuit    ....90 
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National    Video    101 
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Nielsen     (A.C.)     108 
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Ogden     30 
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Otis    Elevator    126 
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Pacific   Telephone    114 
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Parke.    Davis    29 

Peabody   Coal 55 
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Penn    Central    114 
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Phillips    Petroleum    63 

Procter   &    Gamble    42 

Putnam     lis 

Radio   Corp.    of   America    34 

Raytheon     35 

Reynolds    (R.J.)     50 

Rio    Tinto-Zinc    101 

Seaboard    Coast   Line   RR 12 

Searle    (G.D.)     29 

Sears.    Roebuck    104 

Sherwood    Medical    Industries    66 
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Standard   Oil    Indiana   63 

Standard    Oil    (N.J.)    35.   63 

Stauffer    Chemical     35 

Sunshine     Biscuits     90 

Superior   Oil    65 

Syntex     29 

Texas    Instruments    108 

Transamerica     33 

Union    Carbide    41 

Union    Oil    63 

U  n  iroyal     48 

U.S.    Steel     20 

Warner   Bros.-Seven   Arts    71 

Western    Union   Telegraph    35.    114 

Westinghouse    Electric    34.    55 

White   Motor    30,    127 

Wilson  Sporting   Goods   66 

Winn-Dixie   Stores    12 

Woolworth     (F.W.)     79 
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American  business, 
you  need  us  now 


Take  a  good,  hard  look  at  the  pressure 
on  you  and  your  business.  You  no  longer 
manipulate  wealth.  Now  you  have  to 
generate  it.  And  you  have  to  do  this  through 
a  complexity  of  systems. 

Systems  of  research.  (In  1950,  most 
businesses  didn't  have  research 
or  development  departments.)  Systems  of 
information.  Systems  of  finance. 

And  your  success  depends  on  how  well 
you  manage  these  systems. 

And  that's  precisely  why  you  need 
us.  American  business  can  no 
longer  consider  insurance 
as  pure  cost.  Or  treat  it  like  a 
necessary  evil.  You  can't 
afford  to  anymore. 
Insurance  has  to  be  an 
integral  part  of 
your  financial  operation. 

CNA  has  developed 
insurance  systems  to  do 
just  that.  Systems  that 
make  insurance  work  for 
you  like  raw  materials 
and  labor  costs. 

Basically,  our  systems 
are  risk  management. 
But  with  this  difference: 
CNA  integrates  risk 
management  into  your 


entire  financial  system . . .  with  a  view 
toward  your  corporate  goals,  your 
operating  policies,  your  resources  and 
your  profitability. 

CNA  insurance  systems  come  in  many 
different  varieties  and  kinds:  accident, 
health,  fire,  casualty  and  life.  Often  as  not, 
the  most  unimportant  thing  they  can  do 
for  you  is  reduce  the  amount 
of  money  you  spend  on  insurance. 

With  CNA  insurance  systems,  for  example, 
you  can  hire  and  keep  key  personnel. 
You  can  predict  profitability.  Pinpoint 
high  risks.  Even  reduce  expense  account 
loading.  And  much,  much  more. 

Want  to  know  more  about  CNA  insurance 
systems  in  terms  of  your  operation? 
Contact  your  insurance  agent  or  write 
to  us  at  the  address  below.  Ask 
about  CNA  insurance  systems... unusual 
insurance  for  unusual  times. 


a  '"CMA/insurance  service 

DEPT  18WZ  •  310  S  MICHIGAN  AVE  •  CHICAGO,  ILL  60604  •  CONTINENTAL 
CASUALTY  CO  •  CONTINENTAL  ASSURANCE  CO  •  AMERICAN  CASUALTY  CO 
NATIONAL  FIRE  INSURANCE  CO  OF  HARTFORD  •  TRANSCONTINENTAL  INSURANCE  CO 
TRANSPORTATION  INSURANCE  CO    •  VALLEY  FORGE   INSURANCE  CO    ■  VALLEY 

FORGE  LIFE  .NSURANCE  COMPANY  >CNP<  FINRNCIRL  CORPORATION 


m  WHERE? 
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Total  distribution  is  entirely  dependent  on  total  transportation  ...  in 
and  out!  In  the  Union  Pacific  West,  U.P.  has  or  can  develop  the  ideal 
site  for  your  new  industrial  plant  or  warehouse  expansion.  Here,  in 
a  very  favorable  climate  —  economic  and  otherwise  —  you  have 
ideal  transportation  facilities  —  by  rail,  highway,  air  and  deep  water 
connections  to  the  major  markets  in  continental  North  America  . . . 
and  the  world. 


Write  in  complete  confidence  to 
Edd  H.  Bailey,  President 
Union  Pacific  Railroad 
Omaha,  Nebr.  68102 


GATEWAY  TO  AND  FROM  THE  BOOMING  WEST 
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Side  Lines 

Those  Numbers  Keep  Rolling  Along 

Most  magazine-publishing  companies  get  the  biggest  part  of  their 
revenues  from  advertising,  not  from  subscription  income.  However, 
circulation  is  where  the  whole  thing  starts.  What  the  advertisers  are 
buying  is  an  audience,  one  attracted  by  the  editorial  product. 

In  audience  building,  Forbes  has  made  great  progress  in  recent 
years.  With  this  issue  we  are  delivering  over  550,000  paid  sub- 
scriptions— up  10%  since  last  year's  end — and  this  becomes  our 
official  advertising  rate  base  as  of  Jan.  1,  1969. 

This  substantial  increase  represents  no  sudden  surge  but  is  a  continu- 
ation of  a  steady  rate  of  gain  that  has  been  going  on  for  something  like 
15  years.  At  the  end  of  1953  our  circulation  was  around  130,000. 
At  the  end  of  1958  it  was  270,000;  1963,  356,000.  Over  this  period, 
our  rate  of  gain  has  far  exceeded  those  of  our  two  principal  competi- 
tors, Business  Week  and  Fortune.  Forbes'  annual  average  growth  rate 
in  circulation  has  been  27.4%,  Business  Week's  17%  and  Fortune's  16.2%. 

Fifteen  years  ago  Forbes  was  far,  far  behind.  At  the  end  of  1953 
each  of  our  rivals  had  about  85%  more  circulation  than  Forbes  did. 
By  the  end  of  1963,  ten  years  later,  Fortune  had  an  edge  of  only  about 
11%  on  us,  and  Business  Week  about  18%.  As  of  June  30,  1968, 
the  latest  audited  figures  available,  Forbes  had  turned  the  tables  on 
Fortune,  leading  it  by  nearly  5%  in  circulation,  and  had  narrowed 
the  gap  with  Business  Week  to  about  12%. 

Advertisers  don't  just  buy  numbers;  they  buy  quality.  That  is,  they 
want  an  audience  made  up  of  people  who  are  important  to  the  prod- 
ucts and  images  they  want  to  sell.  Forbes  talks  to  an  audience  of  men 
who  run  businesses  and  manage  money.  It  is  thus  a  quality  audience 
for  companies  who  sell  business  products  and  business  image. 
For  example,  more  than  half  of  our  subscribers  have  a  net  worth  of 
$100,000  or  more  and  one  in  eight  is  in  the  $500,000-and-up  range. 
Four  out  of  five  are  college-educated  and  one  in  four  holds  a  graduate 
degree.  Besides  making  their  own  investment  decisions,  more  than 
half  make  or  influence  investment  decisions  for  others.  A  full  37%  are 
in  the  top  echelon  of  management — vice  presidents,  general  managers, 
partners  or  higher. 

As  most  people  know,  it's  quite  possible  to  force  circulation  growth, 
to  "engineer"  it,  by  giveaways,  special  offers,  premiums,  cut  rates. 
Forbes'  growth  has  not  been  forced.  During  the  first  half  of  1968,  a 
full  90%  of  our  subscriptions  have  been  sold  at  the  full  price;  only  76% 
of  Business  Week's  and  33%  of  Fortune's  have  been.  (We  offer  two 
extra  copies  to  subscribers  who  send  in  checks  with  their  orders,  thus 
saving  us  the  cost  of  billing  them.  If  these  subscriptions  are  considered 
as  full-price  subscriptions,  then  our  percentage  goes  up  to  97%.) 

Our  readers  show  their  confidence  in  Forbes,  too,  by  subscribing 
for  long  periods:  In  the  first  half  of  1968  nearly  51%  of  the  subscrip- 
tions we  sold  were  for  three  years  or  more;  only  33.8%  of  Business 
Week's  were  for  that  long;  only  12.5%  of  Fortune's. 

One  thing  particularly  pleases  us  about  our  rise  in  circulation:  the 
number  of  people  who  send  in  orders  for  subscriptions  without  any 
solicitation  from  us.  They  are  people  who  pick  up  the  magazine  in  a 
doctor's  office,  at  a  newsstand,  on  a  plane;  read  it;  decide  this  is  a 
magazine  they  want;  and  tear  out  and  mail  the  subscription  card.  In 
1965  we  received  9,209  such  subscriptions.  Last  year,  22,511.  This 
year  the  number  is  appreciably  higher. 

Fobbes,  of  course,  is  not  for  everyone.  We  don't  expect  to  reach  a 
circulation  in  the  millions,  because  there  aren't  millions  of  people 
who  need  and  can  use  Forbes  analysis  of  business  management.  But 
judging  from  the  way  the  numbers  keep  rolling  in,  we  do  seem  to 
be  reaching  that  influential  audience  for  whom  Forbes  is  edited  ■ 


Before  you 
start  a  round 
of  investing... 

see  an 

investment 

professional. 


At  Manufacturers  Hanover,  the  name  of 
the  game  is  total  performance  banking— 
the  ability  to  do  the  whole  job  for  you, 
from  collecting  interest  on  your  securi- 
ties to  protecting  your. interests  in  the 
market. 

It  is  this  total  performance  capability 
which  qualifies  us  to  serve  as  an  invest- 
ment professional  for  the  investor  who 
takes  on  the  rugged  Wall  Street  "course." 

Currently,  we  have  fiscal  responsibil- 
ity for  the  management  of  funds  valued 
at  more  than  seven  billion  dollars  — for 


individuals,  families,  educational. and 
charitable  foundations  and  others. 

At  Manufacturers  Hanover,  your 
investment  management  account  is 
handled  by  a  single  trust  officer  on  a 
person-to-person  basis.  It  is  his  job  to 
bring  to  focus  on  your  individual  situa- 
tion the  total  research  and  management 
capabilities  of  this  multi-billion-dollar 
organization. 

Ask  about  our  Investment  Manage- 
ment Service.  It  could  help  you  lower 
your  investment  handicap. 

. . .  it's  good  to  have  a  great  bank  behind  you 

MANUFACTURERS  HANOVER  TRUST 

Personal  Trust  Division— 350  Park  Avenue,  New  York,  N.  Y.  10022  •  Tel:  350-5244  (Area  Code  212) 
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The  Great 
Unknown. 

Keene  balances  a  steady  stream  of  advances  in  water 
pollution  against  a  hi-fi  set  that  no  one  really  listens  to. 


While  our  pollution  people  aim  to 

give  fish  a  new  lease  on  life,  we'll  do 

our  best  to  hook  a  little  fame. 


Here  comes  another  Chapter  of  the  Keene  Saga,  if  you 
know  what  we  mean. 

One  of  our  latest  gems  is  a  device  that  monitors    /' 
solids  levels  in  liquids.  It  works  24  hours  a  day, 
controlling  pumps,  flow,  everything.  And  initial  y  <• 
usage  by  the  sanitation  people  in  Chicago 
indicate  it's  a  real  breakthrough. 

Problem  is,  how  will  Keene  ever  get 
any  kind  of  fame  with  its  best  products  buried 
under  a  few  feet  of  questionable  water? 

Example  No.  2.  Another  Keene  division  makes  a  transistorized 
hi-fi  rig  that's  designed  purely  to  give  offices  a  nice  background 
murmur.  So  you  can  enter  a  doctor's  office  and  not  be  hit 
by  a  deadly  quiet.  Our  acoustics  people  tell  us  there's  enormous 
room  for  growth  in  this  field. 

But  it's  still  a  set  you  can't  play  The  Blue  Rutabaga  Quintet 
on.  No  one  will  say,  "Listen  to  how  great  that  Keene  thing  is." 
The  Unknown  Syndrome  raises  its  ugly  head  once  again. 

Please,  send  for  our  new  brochure 

that  tells  you  all  we  make  and  all 

about  it.  While  the  eyes  and  ears  of 

the  rest  of  the  world  may  not  be  upon  us, 

at  least  we  can  hope  that  yours  will  be. 


Did  you  hear  the  one 
about  Keene  and  what 
it's  doing  in  the  doctors' 
offices?  No  one  else 
did  either. 


KEENE 

CORPORATION 


299  Park  Avenue.  New  York,  N.Y.  10017 


We've  just  begun  to  grow. 


If  your  business  can  benefit  from  oper- 
ating in  a  technically-oriented  environ- 
ment, your  site  selectors  should  look 
at  Sunnyvale  in  Santa  Clara  County, 
California.  Here,  the  rub-off  between 
education  and  industry  converts  ideas 
into  enterprise  and  turns  innovation 
to  profit.  People  of  accomplishment 
come  here  because  they  like  it:  the 
climate,  the  environment  and  the  pace 
of  a  market  now  ranked  22nd  in  the 
United  States. 

Here's  the  practical  pay-off:  In  the 
last  3  years,  the  $22.6  million  invested 
in  new  plants  in  this  market  was 
dwarfed  by  the  $179.2  million  spent 
for  expansion  of  existing  plants  —  by 
local  plus  leading  national  companies. 
Ask  for  more  information  and  your 
copy  of  "Executive  Checklist  for  Site 
Selection",  an  objective  way  to  begin 
your  business  expansion.  Write  E.  L. 
Beaty,  Director,  Chamber 
of  Commerce,  499  South 
Murphy  Avenue,  Sunnyvale, 
California  94086. 


this  is 

ENTREPRENEUR 
TERRITORY... 


SAN  FRANCISCO 


OAKLAND 


a  good  place 
to  locate  your 
business 


SUNNYVALE  CALIFORNIA 
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Trends 

&  Tangents 


BUSINESS 


Right  Track  at  Last? 

The  Seaboard  Coast  Line  Rail- 
road was  delighted  to  report  third- 
quarter  1968  earnings  of  43  cents 
per  share,  even  though  the  figure 
was  less  than  half  the  89  cents 
(pro  forma)  that  the  SCL's  two 
predecessor  lines,  Atlantic  Coast 
Line  and  Seaboard  Air  Line,  made 
back  in  1966  before  their-  merger. 
But  a  series  of  strikes  had  ^ost  the 
merged  company  so  much  business 
that  last  year's  third-quarter  net 
was  only  21  cents.  "It's  been  a  frus- 
trating year,"  says  President  W. 
Thomas  Rice.  "Many  of  the  an- 
ticipated savings  from  the  merger 
have  had  to  be  projected  further 
into  the  future." 

The  Urge  To  Merge 

The  railway  brotherhoods  may 
have  fought  the  recent  wave  of 
rail  mergers,  but  they  are  soon  to 
merge  themselves  into  the  250,000- 
member  United  Transportation 
Union.  Texan  Charles  Luna,  who 
will  move  up  from  the  presidency 
of  the  Brotherhood  of  Railway 
Trainmen  to  run  the  new  union,  is 
already  promising  to  "push  hard 
for  a  whole  new  approach  to  pas- 
senger service."  Says  Luna,  "We 
are  using  passenger  equipment 
that's  20  to  30  years  old.  What 
would  happen  if  the  airlines  had 
to  operate  today  on  DC-3s?"  One 
of  the  advantages  of  more  pas- 
senger business  for  Luna  is  that  it 
would  require  more  labor,  and 
thereby  provide  more  jobs  for 
UTU  members. 

Slowdown  Needed 

Early  last  year  women  were 
picketing  supermarkets  to  protest 
high  food  prices.  This  year  all  is 
peaceful  despite  still  higher  prices 
— because  the  humming  economy 
is  giving  housewives  more  money 
to  spend.  But  while  supermarkets 
have  been  growing,  the  chains 
have  not  yet  been  able  to  get  their 
earnings  back  up  to  1966  levels. 
"It  would  help  us,"  says  Chairman 
James  E.  Davis  of  Jacksonville 
(Fla.'s)  Winn-Dixie  Stores,  "if  the 
consumer  were  a  little  more  price 
conscious.  The  convenience  stores 
charge,   say,    five   cents    more   for 


bread,  but  the  people  go  and  buy. 
When  they  get  price  conscious, 
they  come  back  to  the  supermar- 
kets, where  prices  are  lower.  A 
slowdown  in  the  economy  sure 
would  help  supermarkets." 

$15-BWion  Co-op 

»Both  federal  and  local  public 
power  agencies  in  the  Pacific 
Northwest  have  joined  with  private 
power  companies  in  a  $15-billion 
program  to  add  over  41  billion 
kilowatts  of  new  capacity,  about 
half  thermal  and  half  hydroelectric, 
in  the  area  in  the  next  20  years. 
Under  it,  private  companies  and 
local  power  authorities  will  build 
big  coal-and  nuclear-fueled  thermal 
plants  as  required  by  the  area's 
over-all  needs,  with  Bonneville 
Power  Administration  absorbing 
any  temporary  surpluses  of  capac- 
ity. The  private  companies  will  get 
large  amounts  of  extra  peaking 
power  from  new  hydroelectric  ca- 
pacity that  Bonneville  will  build; 
while  Bonneville,  in  turn,  will  re- 
ceive a  steady  flow  of  power  from 
thermal  units  that  it  probably 
could  not  get  Congressional  per- 
mission to  build. 

(Continued  on  page   15) 
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CHANGE  OF  ADDRESS 


It  you  plan  to  move,  let  us  know 
a  month  before  so  we  can  change 
your  address  and  keep  FORBES 
coming  to  you.  Attach  a  recent 
mailing  label  and  fill  out  your  new 
address  in  the  space  provided 
below. 


ATTACH  PRESENT 

MAILING  LABEL 

HERE 


New  Address: 


Name 


Address 


City 


State 


Zip 


Mail  to: 

Subscription  Service  Manager 

FORBES 

60  Fifth  Avenue 

New  York,  New  York  10011 
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I  don't  know  how  much  you  mean  yet,  but  Forbes  says: 
"Forbes  readers  don't  just  own  American  business. 
They  run  it."  That's  me  in  my  business. 

And  by  "run"  I  don't  just  mean  the  day-to-day  operation, 
but  the  long-range  planning  for  changing  times 
and  markets. 

Besides  having  the  power  to  plan  for  change,  my  mind 
is  wide  open  to  it.  For  example,  I  would  gladly  change  our 
thinking  about  conventional  warehouses  and  inventories 
...  if  somebody  could  show  us  a  better  way  to 
distribute  our  goods. 

Specifically,  if  TWA  MarketAir  could  show  me  how 
marketing  by  air  (rather  than  merely  shipping  by  air) 
could  reduce  costs  and  capital  expenditures  without 
affecting  our  customer  service  standards,  I'm  change- 
oriented  enough  to  give  TWA  MarketAir  a  try. 

4  YES  answers  and  you  are  indeed  a  bona  fide  Forbes  reader. 
You  also  should  be  putting  in  a  bona  fide  collect  phone  call  to 
TWA  MarketAirmanRossAngier  (212-557-3816. ..or  write  him 
at  605  Third  Avenue,  New  York  10016).  He'll  arrange  for  one 
of  our  Physical  Distribution  Specialists  to  explore  with  you  the 
relationship  of  all  your  distribution  functions  and  explain  how 
marketing  by  air  may  increase  your  distribution  efficiency. 


YES 

NO 

□ 

□ 

YES 

NO 

□ 

□ 

YES 

NO 

□ 

□ 

YES 

NO 

□ 

□ 

TWA  MARKETAIR 


*TWA's  registered  service  mark  lor  its  world-wide  cargo  services. 


that  hiss  you  hear 
is  probably  us. 


In  our  field  it's  proper  to  hiss  the 
hero,  for  our  hero  is  American 
industry,  the  purchaser  of  the  many 
quality-built  compressors  made  by 
our  Quincy  Compressor  Division,  the 
Big  Q.  Our  "hisses"  are  heard 
wherever  pneumatic  equipment  is  in 
operation,  including  construction 
air  tools,  pneumatic  temperature 
controls,  dry-type  building 
sprinkler  systems,  paint  spraying, 
diesel  and  gas  engine  starting, 
pressurized  telephone  cables, 
sand-blasting  — in  fact,  all  kinds  of 
air-actuated  tools,  from  ail 


hammers  to  high-speed  drills. 

As  industry's  use  of  pneumatically 
operated  equipment  grows,  so 
grow  the  sizes  of  our  newest 
compressors.  We've  just  introduced 
a  complete  new  line  of  1  2 
two-stage  models  running  from  40 
to  100  h.p.  A  new  series  of 
portable  oil-flooded  rotary  screw 
compressors  is  going  to  work  in 
mining,  quarrying  and  highway 
construction.  When  you  look  for 
the  latest  in  pneumatic  equipment, 
look  to  the  growing  world 
of  Colt  Industries. 


© 


Colt  Indust 


„ 


Headquarters 

1  290  Avenue  of  the  Americas 

New  York.  New  York  1 001  9 

OPERATING  DIVISIONS:  Chandler  Eva 
Control  Systems  /  Colt's  Firearms  /  Elox 
Fairbanks  Morse  Power  Systems  /  Fairb- 
Morse  Pump  &  Electric  /  Fairbanks  Mor: 
Weighing  Systems  /  Holley  Carburetor/ 
&  Whitney  Cutting  Tool  &  Gage  /  Pratt 
Whitney  Machine  Tool  /  Quincy  Compre j 
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Trends 

&  Tangents 

(Continued  from  page  12) 


OVERSEAS 


Slaying  on  Its  Own  Side 

Next  spring  Selfridges,  London's 
No.  Two  department  store  ($50 
million  in  sales),  will  mark  its  50th 
birthday  without  having  achieved 
what  founder  Harry  Cordon  Self- 
ridge  set  out  to  do  his  first  year: 
overtake  London's  NO.  One  store, 
Harrods  (S60  million  in  sales).  But 
E.  A.  MeClean,  Selfridges'  manag- 
ing director  since  1965,  is  not 
upset.  "We'll  turn  our  best  profit 
this  year,"  he  says  "Our  sales  in 
1967  were  up  12.5V  and  this  year 
will  be  up  14J."  And  what  about 
passing  Harrods?  "Come  March  we 
will  have  been  here  for  60  years," 
answers  MeClean.  "Harrods  has 
had  the  other  side  of  Hyde  Park 
for  120  years.  Selfridges  will  con- 
tinue to  take  the  business  from  this 
side." 

Flying  Car 

"If  only  I  could  fly,"  exclaims 
the  motorist  caught  in  a  traffic  jam. 
Now  he  can.  Germany's  Friedrichs- 
hafen  helicopter  firm  has  developed 
an  "aerocar."  The  five-seater,  car- 
like helicopter  not  only  can  fly:  it 
also  can  travel  along  the  highway 
at  95  mph,  the  first  helicopter  of 
its  size  able  to  move  with  its  rotor 
standing  still. 

Getting  in  Line? 

Bagdad  this  month  is  seeing  one 
of  the  most  ambitious  organiza- 
tional efforts  in  petroleum  industry 
history — an  attempt  to  get  the  oil- 
exporting  countries  to  accept  a  kind 
of  prorationing  not  unlike  that  used 
in  "Texas.  Prime  mover  in  the  at- 
tempt is  Venezuelan -born  Dr.  Fran- 
cisco Parra,  39,  currently  secretary 
of  the  Organization  of  Petroleum 
Exporting  Countries.  Pai  ra's  scheme 
would  technically  not  restrict  pro- 
duction but  would  allocate  the  in- 
crement of  export  demand.  Says 
Parra,  "For  instance,  if  the  demand 
for  petroleum  from  members  of  the 
Organization  of  Petroleum  Export- 
ing Countries  increases  by  1  mil- 
lion barrels,  we  would  allocate  it 
among  the  countries,  am1  each 
member  country  would  allocate  its 
share  internally  among  the  com- 
panies."   Key    question:     whether 

(Continued  on  page  18) 
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Where  are 
you  going  to 
be  when  you 
grow  up? 


Will  you  still  be  stuck  up  there 
in  the  loft?  With  high-rise  living 
cramping  your  production.  Or  will 
you  be  down  here  with  us?  Where 
you  can  breathe,  expand,  and 
grow — profitably. 

We've  got  lots  of  rail -served 
sites  just  waiting  for  the  small 
business  that's  rarin'  to  bust  out. 
And  an  Industrial  Development 
Department  that'll  be  glad  to  lend 
a  hand.  Get  growing.  Call  our  local 
salesman  or  write:  Vice  President, 
Merchandise  Freight  Department, 
One  Charles  Center,  Baltimore, 
Maryland  21201. 

THE  C&O/B&O  railroads 

Cleveland  44101    •    Baltimore  21201 


Varo:  Part  of  the  office  equipment  picture. 


Today  there  are  200  million 

people  in  the  United  States. 

By  the  time  our  children  are 

approaching  fifty,  the  population 

will  approach  or  pass  500  mi 

while  the  work  week  drops  to  four  or 

even  three  days. 

How  will  the  business  community  meet  the 
demands  of  a  populace  more  than  twice  as 
large  as  ours  in  even  less  time  than  we  have? 

By  the  increased  use  of  computers,  and  the 
development  of  newer,  faster  business  ma- 
chines. 

Chances  are  machines  like  office  copiers  will 
not  only  be  self-loading,  but  be  able  to  collate 
and  bind  all  material  they  print.  If  necessary, 


these  machines  could  work 
all  day  and  night  unattended. 
As  a  producer  of  lens  systems 
^for  office  copiers,  we  are  already 
deeply  involved  in  this  gigantic 
industry.  And  because  of  our  reputa- 
tion for  design  and  manufacturing  capability, 
our  involvement  with  the  future  of  this  indus- 
try will  continue  its  rapid  growth. 

This  company  growth  is  reflected  in  all  of 
the  product  lines  throughout  Varo.  For  a  de- 
tailed picture  of  where  the  company  has  gone 
and  what  it  has  done  since  its  inception  in 
1946,  write  for  our  annual  report.  Address 
your  request  to  Public  Relations,  Depart- 
ment F-5. 


© 


VARO 


Varo, Inc., Executive  Office, Garland  Bank  &Trust  Bldg.,  P.O.  Box  411,  Garland,  Texas  75040 
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if  you  think  you  know  ail  about  Curtiss-Wright 

because  you  remember  the  Spirit  of  St  Louis 


May  20-21,  1927.  Charles  A.  Lindbergh,  in  the  Wright-powered  "Spirit  of  St.  Louis", 
made  the  first  nonstop  solo  transatlantic  flight,  covering  a  distance  of 

3,610  miles  in  33  hours  and  39  minutes,  New  York  to  Paris. 

■  This  epic  flight  fired  the  imagination  of  the  world's  peoples, 
who  realized  the  potential  of  air  transportation.  From  this  moment  in  history  evolved 
the  international  network  of  jet  airlines.  U  Today,  crossing  the  Atlantic  is  more  routine 
than  flying  from  New  York  to  Philadelphia  was  in  1927.  Last  year 
more  than  236  million  passengers  flew  more  than  3  billion  air  miles. 
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...think  again. 


Today  Curtiss-W 'right  is  participating  in  the  development  of  a  new  generation  of  jets  that  have  almost 
twice  the  capacity  of  present  passenger  and  cargo  aircraft.  ■  For  the  US AFJ Lockheed  C-5  Galaxy, 

Curtiss-W  right  is  producing  actuation-control  systems  and  components  to  raise  and  lower 
the  unique  24-wheel  main  landing  gear... and  stator  vane  platforms  for  the  turbofan  engines. 
VFor  the  350-490-passenger  Boeing  747,  Curtiss-Wright  is  manufacturing  leading-edge  wing  flap  actuators,  torque 
brakes  for  the  trailing-edge  flaps,  and  extruded  titanium  body  support  beams 
and  main  landing  gear  structures.  ■  Curtiss-Wright  is  a  diversified  manufacturer: 
aviation  I  aerospace  components,  assemblies,  subsystems;  nuclear  reactor 
vessels,  instrumentation  and  control  systems;  sonic  analyzers; 
]  propulsion  systems;  sophisticated  training  and  educational  aids. 

■  Curtiss-Wright:  still  a  partner  in  aviation  progress.  WW K^mGrMm  Wood-Ridge,  New  Jersey 
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Changing  Markets 
Changing  Profits 


Consumer  46°, 


Consumer  10% 
Industrial  90% 


Industrial  52% 


WM 


Services  2° 


In  1964,  90  per  cent  of  our  profits  came  from  the  sale  of 
industrial  products,  only  10  per  cent  from  consumer  products. 

Today,  the  look  of  USI  is  one  of  balance,  with  52  per  cent  of 
our  profits  from  industrial  products,  46  per  cent  from  consumer 
products,  2  per  cent  from  services. 

In  1964,  our  profits  were  a  little  over  $2  million  * 

Today,  we  are  making  money  at  better  than  12  times  the  1964 
rate,  with  profits  running  at  a  rate  of  more  than  $25  million. 

This  is  diversification  at  work. 

USJndustriesJnc. 

SSi  Successful  people  united  for  greater  growth. 

250  Park  Avenue,  New  York,  N.Y.  10017 

•Income  reported  in  1964  was  $2,200,000,  fully  taxed.  Restated  to  include  all  acquisitions  included 
in  1968  figures  and  accounted  for  as  poolings  oi  intercsts,1964  income  would  have  been  $9,900,000. 


Trends 

&  Tangents 

(Continued  from  page  15) 


such  a  group  of  jealously  indepen- 
dent countries  can  be  kept  in  line 
without  an  enforcement  threat  like 
that  of,  say,  the  Texas  Rangers. 

Economizing  or  Modernizing? 

The  traditional  ways  of  doing 
things  are  losing  ground  in  British 
restaurants — much  to  the  horror  of 
proper  ladies  and  gentlemen.  A  cup 
of  coffee  in  a  tea  shop  comes  with 
a  plastic  spoon  instead  of  silver- 
plate  or  stainless.  A  pot  of  tea  in 
some  more  elite  restaurants  con- 
tains tea  bags,  not  tea  leaves.  And 
cloth  napkins  can  seldom  be  seen 
except  in  the  swankiest  dining 
rooms.  Rather  than  small  moves 
toward  modernization,  the  more 
realistic  reason  seems  to  be  the 
economy  in  convenience  and  throw- 
away  items. 

De  Gaulle  Giveth  .  .  . 

Some  of  New  York's  international 
money  market  experts  are  private- 
ly advising  their  clients  to  expect 
what  would  have  seemed  incon- 
ceivable less  than  a  year  ago:  the 
devaluation  of  the  French  franc. 
In  fact,  they  expect  it  to  happen 
before  the  end  of  the  year,  and 
possibly  soon  after  the  U.S.  elec- 
tion. If  it  happens,  one  probable 
result  will  be  that  the  French 
workers  will  lose,  through  inflation- 
ary price  rises,  the  wage  gains  that 
they  made  as  a  result  of  the  nation- 
wide strikes  last  May. 

Declaration  of  Independence 

For  years  now,  Europe's  inde- 
pendent aluminum  fabricators  have 
complained  about  their  dependence 
on  the  big  integrated  companies 
for  metal.  Last  month,  however,  a 
British  consortium  stopped  com- 
plaining and  did  something  about 
it:  It  announced  plans  to  build  a 
$48-million,  57,000-ton  smelter  in 
the  oil-rich  Persian  Gulf  sheikdom 
of  Bahrain.  The  partners  in  the 
consortium:  a  British  metal  mer- 
chant, two  aluminum  fabricators, 
a  London  merchant  banker  and  the 
Bahrain  government.  For  Bahrain, 
the  smelter  promises  to  form  the 
nucleus  of  a  whole  new  industry. 
For  its  European  partners,  it  prom- 
ises independence  at  last  from  its 
integrated  competition.  ■ 
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She's  been  in  love  with  Bendix 
for  30  years. 

or  the  wrong  reason. 


Bendix 
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MILWAUKEE 

NEVER  STOPS 
WORKING 


NO  FLOODS /NO  HURRICANES 

NO  TORNADOS /NO  EARTHQUAKES 

NO  BLIZZARD  TIE-UPS 

Milwaukee  is  blessed  by  nature  and  well-run  by  man. 
Even  the  now-and-then  snowstorm  can't  cripple  Milwau- 
kee. We  have  the  finest  snow  removal  equipment  in  the 
country  .  .  .  some  so  big  it's  never  been  used. 

So,  no  power-play  by  nature  can  keep  your  employees 
from  getting  to  work,  or  hamper  the  free  movement  of 
your  product.  No  general  power  shut-down,  either. 
One  way  or  another,  Milwaukee,  its  people  and  its 
products  are  always  on  the  move. 

An  outstanding  fire  department  and  water  supply  sys- 
tem has  earned  for  Milwaukee  lowest  existing  insurance 
rates,  grading  number  2.  Our  police  department  gets 
community  cooperation  as  evidenced  by  Milwaukee's 
low  crime  rate. 

Milwaukee  is  a  natural  for  industry.  For  your  com- 
pany, Milwaukee  has  more  .  .  .  much  more  ...  to  offer. 
Find  out  the  "More"  without  pressure.    Write  us  .  .   . 


Division  of  Economic  Development 

Dept.  his   ih  Office  of  the  Mayor  /  Room  201,  City  Hall 

Milwaukee,  Wisconsin  53202 

Gentle/^  Please    send    free    copy    of    "there's 

MORE  in  Milwaukee".  Inquiries  handled  in  strict 
confidence. 

NAME 

ADDRESS 


CITY 


STATE 


ZIP 


L_ 


MILWAUKEE       GREAT  FOR  BUSINESS.  GREAT  FOR  LIVING  . . .  and  growing  greater  | 


READERS  SAY 


No  Magic  Answer 

Sir:  I  read  with  considerable  interest 
your  feature  "The  New  Housing  Act"  in 
the  Oct.  15  issue  of  Forbes.  All  of  this 
prefabrication  hoopla  does  not  seem  to 
realize  that  the  shell  of  a  building  is  only 
about  15%  of  the  cost,  so  even  if  "habi- 
tat"-type  construction  would  work  and 
.is  acceptable,  the  basic  cost  is  not  going 
to  be  influenced  very  much.  Urban  re- 
newal housing  is  not  cheap  and  it  is  go- 
ing to  be  a  lot  slower  than  some  of  these 
fiction  writers  have  promised. 

— George  C.  Sells 

President, 

General  Shale  Products  Corp. 

Johnson  City,  Tenn. 

Sir:  I  was  disturbed  to  see  in  the 
opening  lines  of  your  article:  "Home 
building  is  a  fragmented  industry  and 
almost  unbelievably  inefficient  and  over- 
costly."  The  results  of  a  study  [by  a 
major  Presidential  commission  under  the 
chairmanship  of  Edgar  F.  Kaiser]  sug- 
gest that  the  industry  is  not  as  inefficient 
as  has  been  thought.  The  extremely 
competitive  nature  of  this  industry  and  its 
low  profits  are  aspects  of  that  efficiency. 

You  have  bought  the  myth  that  theie 
is  a  magic  solution  in  a  systems  or  in- 
dustrialized method  of  producing  hous- 
ing. The  whole  process  of  utilizing  fac- 
tory methods  in  housing  production  is  an 
evolutionary  one,  and  in  the  last  20 
years  a  good  deal  of  the  construction  of 
the  house  package  has  been  moved  oft 
the  job  site  and  back  into  the  factory. 
All  the  systems  analysts  have  failed  to 
understand  that  the  process  involves 
much  more  than  a  structure.  They  fail  to 
come  to  grips  with  the  problems  of  land, 
of  raw  materials,  sewers,  transportation, 
etc.  You  are  quite  right  in  assessing  the 
significance  of  the  new  Housing  Act  and 
in  your  emphasis  upon  the  bewildering 
variety  of  building  codes. 

— Nathaniel  H.  Rogg 
Executive  Vice  President, 

National  Association  of  Home  Builders 
Washington,  D.C. 

Effective   Control 

Sir:  We  were  surprised  by  the  observa- 
tions in  your  Oct.  15  editorial  (p.  22), 
"The  Positive  Approach."  In  the  last  15 
years,  we  have  spent  more  than  $200 
million  for  devices  for  the  abatement  of 
air  and  water  pollution,  and  will  be 
spending  more  millions  during  1968  and 
1969.  Every  new  facility  we  build  is 
equipped  with  the  latest  available  anti- 
pollution devices.  We  feel  that  our  ad- 
vertisements dealing  with  air  and  water 
pollution  are  simple,  straightforward  and 
effective.  They  have  appeared  in  Forbes 
and  many  other  national  publications. 

— Robert  O.  Hawkanson 

Vice   President, 

Public  Relations 

U.S.   Steel  Corp. 

Pittsburgh,  Pa. 

(Continued  on  page  133) 
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/Ian  and  His  Universe 

significant  new  series  of  TV  specials 
ought  to  you  by  North  American  Rockwell 


JS 


Leonardo  da  Vinci's  sketch  is 

yrmbol  for  an  exciting  series  of 

long  specials  in  color,  Man  and 

niverse,  brought  to  you  by  North 

can  Rockwell. 

The  first  program,  on  Friday, 
mber  29.  is  The  Scientist. 
It  takes  a  new  kind  of  look  at 
world-famous  scientists,  in- 
ng  Nobel  Prize  winner  Dr. 
D.  Watson.  It  shows  what 
them  tick  —  as  people.  With 
families,  their  friends  —  and 
With  their  hopes,  their  dreams 
fears. 

North  American  Rockwell  is  a 

to  bring  you  The  Scientist.  As 

illion-dollar  company  that's  a 

in    19   major   industries,   we 

one  of  the  world's  largest  civil- 

ientific  research  groups. 

Among  our  115.000  men  and 

n  are  over  15,000  scientists, 

eers   and    technicians.    All    at 

to  make  your  universe  a  better 

to  live  in.  And  your  future  a 

time  in  which  to  be  alive. 


■b 


North  American  Rockwell 

and  the  future  are  made  for  each  other 


Watch  The  Scientist, 

Friday,  November  29,  at  10  pm  ( 9  pm  CST  ] 

on  the  ABC  Television  Network 


We're  helping 
dress  up  the 
nation  right 

from  the  start 


It  doesn't  take  long  for  our  newest 
citizens  to  come  in  contact  with  man- 
made  fibers  from  FMC  Corporation. 
And  diapers  are  just  the  start  of  a  life- 
long relationship. 

That's  because  we're  one  of  the 
world's  leading  producers  of  man- 
made  fibers  which  include  rayon,  ace- 
tate and  polyesters. 

But  even  though  FMC  produces 
over  half  a  billion  pounds  of  fibers  an- 
nually, including  more  than  100  "new 
generation"  rayons,  we've  never  made 
a  stitch  of  clothing.  Most  of  our  fibers 
go  to  the  textile  industry  which  con- 
verts them  into  fabrics.  By  the  square 
mile. 

•  The  result  is  that  closets  across  the 
country  are  filled  with  clothes  that 


look  better  and  wear  longer. 

You'll  find  our  Avisco®  fibers  in 
everything  from  men's  suits  to  wed- 
ding gowns,  from  children's  clothes 
to  cocktail  dresses.  They're  tough 
enough  for  work  clothes  and  delicate 
enough  for  lingerie. 

But  the  versatility  of  FMC's  Avisco 
fibers  extends  far  beyond  clothes.  Not 
only  are  they  woven  into  fabrics  for 
homes  and  cars,  but  they  end  up  as 
tire  cord,  industrial  strapping  — even 
surgical  dressings  and  hospital  prod- 
ucts. And  they  play  a  dominant  part  in 
the  world  of  disposables. 

For  more  information  on  how  we 
put  ideas  to  work,  write  for  "Dimen- 
sions," FMC  Corporation,  Executive 
Offices,  San  Jose,  California  95106. 


FMC  CORPORATION' 

Putting  ideas  to  work  in  Machinery  Chemicals  Defense  Fibers  &  Films 

PRINCIPAL  PRODUCTS:  AVISCO  fibers;  packaging  films:  industrial  strappings  □  BOLENS  compact  tractors  a  CHICAGO  waste  treatment  systems  □  CHIKSAN,  O-C-T,  WECO 
oil  industry  equipment  O  FMC  food  processing  equipment;  packaging  4  converting  machinery;  systems  engineering  □  FMC  industrial  4  specialty  chemicals  o  FMC  de- 
fense materiel  O  GUNDERSON  railcars  4  marine  vessels  □  JOHN  BEAN  agricultural,  automotive,  airline,  4  fire  fighting  equipment  O  LINK-BELT  power  transmission,  materials 
handling.  4  construction  equipment  □  NIAGARA  agricultural  chemicals  4  seeds  □  PEERLESS  4  COFFIN  pumps  □  SYNTRON  4  STEARNS  electromagnetic  equipment 


Some  questions 
for  manufacturers 
looking  for 
new  plant  locations 


Before  authorizing  the  search,  here 
are  some  questions  for  your  staff. 

•  Will  our  survey  be  made  impar- 
tially, free  from  internal  prejudices 
and  external  pressures? 

•  Will  the  results  be  presented  with 
clearly  defined  recommendations 
backed  up  by  facts? 

•  Will  the  survey  be  handled  con- 
fidentially so  that  we  have  complete 
control  of  publicity? 

•  Will  the  survey  be  made  in  logical 
sequence,  isolating  the  best  loca- 
tion step  by  step? 

•  Can  my  people  sift  the  many 
claims  they'll  receive? 

•  Do  we  have  the  resources  to  fol- 
low through  on  optioning  and  prov- 


ing out  a  site? 

•  Do  our  people  have  the  time  to 

give  a  plant  location  survey  the 

careful  consideration  it  should 

receive? 

An  Austin  Plant  Location  Survey 
is  one  of  seven  Austin  engineering- 
economic  consulting  services  de- 
signed to  assist  clients  in  planning 
physical  facilities  and  in  solving 
problems  related  to  their  operation. 

Ten  Austin  integrated  engineer- 
ing and  construction  offices  in 
North  America  and  eight  in  Europe, 
Latin  America  and  Australia  com- 
bine advantages  of  depth  and 
strength  of  a  large  organization 
with  decentralized  control  and  inti- 


mate knowledge  of  local  conditions- 
AUSTIN  CONSULTING  SERVICES 

Facility  Analyses 

Feasibility  Studies 

Plant  Location  Surveys 

Site  Evaluation,  Selection 
and  Planning 

Land  Development  Planning 

Utility  Analyses 

Material  Handling  and 
Distribution  Studies 

Austin  offers  any  or  all  of  thes< 
services  in  addition  to  its  design 
engineering  and  construction  serv 
ices  for  industrial,  commercial  anc 
institutional  facilities.  For  furthei 
information,  please  write,  wire  01 
teletype: 


THE  AUSTIN  COMPANY 

Designers  •  Engineers  •  Builders 

GENERAL  OFFICES:  3650  Mayfield  Road,  Cleveland,  Ohio  44121 
Telex:  810-421-8540 
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'With  all  thy  getting  get  understanding' 


Fact  and  Comment 


HOT 


NEW 


ISSUES 


Balloons 
usually 
leak- 


or 
bust. 


COOL  NEW  ISSUE 


Richard  Nixon's  the  one. 

Officially,  now. 

The  cool  campaigner  and  circumstances  in  timely  com- 
bination made  an  election  winner  of  the  man  given  up  as 
politically  dead   just  a  few  short  years  ago. 

Whether  he'll  be  a  winner  as  President  remains  to  be 
seen. 

For  sure,  there  will  be  sweeping  changes — but  of  people 
at  the  top  rather  than  in  direction;  changes  of  emphasis 
rather  than  of  whole  programs. 

Sometimes  when  men  are  faced  with  the  problems  of 
being  President  rather  than  seeking  the  Presidency,  their 
actions  and  what  they  advocate  change  a  bit — quite  a 
bit — from  what  was  preached  and  screeched  from  cam- 
paign podiums. 

With  almost  unlimited  power  to  make  peace  or  wage 
war,  I  hope  Richard  Nixon  will  be,  in  fact,  less  of  a 
Big  Fist  than  he  sometimes  sounded  in  past  months;  and 
that  he  will  tip  the  present  precarious  Vietnam  balance 
toward  peace. 

When  the  Conservatives  succeeded  Labour  in  Britain, 
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few  existing  government  programs  were  changed.  Many 
were  not  amplified,  but  none  was  amputated. 

Those  who  expect  an  end  to  this  or  that  federal  pro- 
gram will  be  disappointed.  Those  who  expect  government 
spending  to  go  down,  and  look  for  a  balanced  budget  will 
be  disappointed.  President  Nixon  will  work  hard,  but  he 
cannot  work  miracles. 

In  fact,  if  he  can  work  long  in  harmony  with  the  new 
Congress,  that  in  itself  will  be  a  near  miracle.  His  will 
probably  be  the  shortest-lived  honeymoon  of  any  new 
President  since  Lincoln. 

For  the  sake  of  the  country  and  the  rest  of  the  world, 
I  hope  responsible  men  both  in  Washington  and  the  rest 
of  the  nation  give  him  a  full,  fair  chance  before  they  start 
to  chew. 


WOULDN'T  IT  BE  WONDERFUL 


If  Muskie  were  a  Republican. 
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ONE  OF  THESE  DAYS  WE'RE  GOING 
TO  HAVE  TO  DO  IT  AGAIN 


Sell,  that  is. 

How  long  has  it  been  since  a  sales  clerk  in  a  store 
seemed  eager  to  serve  you?  How  long  since  a  car  salesman 
sought  to  make  the1  sale,  instead  of  behaving  as  though  he 
were  doing  you  a  favor  to  take  your  order?  Since  the 
repairman  acted  like  he  appreciated  your  calling  him? 

Too  long  a  time. 

The  challenge,  the  fun,  the  pride  that  comes  from  mak- 
ing a  sale1  seems  to  be  a  casualty  of  good  times. 


It  can't  last  forever,  you  know. 

Every  one  of  us,  every  day,  in  one  way  or  another,  is 
engaged  in  selling — ourselves,  our  brains,  our  skills,  our 
thinking,  our  products,  our  services. 

Only  a  fatuous  fathead  could  think  he  is  an  exception 
to  the  rule. 

Businessmen  with" -responsibility  for  those  who  have 
direct  contact  with  customers  had  better  start  devoting 
major  attention  to  the  problem. 


THE  THREE  AGES  OF  MAN 


This  summer  my  wife  and  I  and  brood  broke  some  won- 
drous fresh  bread  at  lunch  in  a  lovely  Maine  harbor  with 
Clarence  Dillon,  the  legendary  Wall  Street  wizard  of  many 
decades.  He  is  now  86,  and  we  hadn't  seen  him  for  a  long 
time.  His  eyes  had  lost  none  of  their  sparkle,  his  per- 
ceptions were  as  acute  as  ever  and  his  lively  interest  in  an 
infinite  variety  of  things  was  as  keen  as  always. 


With  cane,  cap  and  ruddy  complexion,  he  belied  his 
age  by  the  enthusiastic  warmth  of  his  greeting. 

"Mr.  Dillon,  you  look  wonderful!"  said  I,  and  meant  it. 

"Malcolm,  there  are  three  ages  of  man. 

"Youth. 

"Middle  age. 

"And  .  .  .  'My,  how  well  you  look!' " 


SALUDO  MEXICO! 


The  Olympic  Games  from  any  and  every  point  of  view 
are  the  greatest.  For  sport  and  health;  for  people  and 
peace;  for  the  recognition  of  excellence  and  for  inspiring  the 
young  to  achieve  it;  for  international  training  in  comrade- 
ship and  a  display  to  the  whole  world  of  the  goodness  of 


man  in  the  most  competitive  of  circumstances. 

As  the  world  over  watches,  people  learn  anew  what  the 
competitors  are  experiencing — that  while  customs  and 
manners  and  appearances  may  vary  from  country  to  coun- 
try and  continent  to  continent,  the  capacity  to  feel  joy  and 
disappointment  and  hurt  and  happiness  is  the  same  for 
every  human  being. 

The  immense  warmth,  kindness,  pride,  joie  de  vivre  of 
the  Mexican  people  shone  through  beautifully  in  every 
aspect  of  the  Games  they  hosted. 

All  over  the  world  people  who  never  knew  before  the 
greatness  of  this  fine  people,  having  seen  it,  now  know  it. 

Saludo  the  Olympics!  Saludo  Mexico! 


CURTIS  COMPLICATES  MY  LIFE 


Foi  years  I've  been  telling  my  wife  how  much  better 
off  she  is  than  other  attractive  ladies. 

Like  Inning  me  for  a  husband  f'r  instance. 

And  having  the  benefits  of  my  income,  which  is  pretty 
good  (income  at  Forbes  is  determined  by  merit,  and  as 
the  boss,  I  sometimes  determine  who's  got  the  merit). 

Then  along  conies  Mr.  Ackerman  at  Curtis  Publishing 
and  they  decide  to  upgrade  The  Saturday  Evening  Post's 
circulation  by  keeping  all  the  rich-good   (in  some  circles 


these  words  are  synonymous)  subscribers,  and  giving  the 
other  half  to  Life. 

I  arrived  home  the  other  night  and  was  warmly  greeted: 
"How  is  my  VIP,  high-income,  Big  Wheel  husband,  eh?" 

And  she  handed  me  a  Dear  John  letter  from  the  Curtis 
Publishing  Co.  which,  as  3.5  million  other  subscribers 
have  noticed,  begins: 

"I  am  sorry  to  announce  that  we  will  be  unable  to 
continue  sending  you  The  Saturday  Evening  Post    .  .  ." 


—Malcolm  S.  Forbes. 

Editor-in-Chief 


J 


Forbes 

Thai/  A/q/V   O    r\r£*f*m    I    S/nfex   was  °   areaf  company  for 
I  liCy  rlaU   a    U/Uctm  /     speculators.  What  has  gone  wrong? 


Love  makes  the  world  go  round  a 
little  too  fast.  The  population  explo- 
sion has  probably  been  the  best 
publicized  up-coming  disaster  in  the 
history  of  man.  Syntex,  as  the  leading 
licenser  of  birth-control  pills,  has  been 
one  answer  to  the  population  explo- 
sion, and  there  have  been  times  dur- 
ing the  Sixties  when  investors  were 
willing  to  pay  more  than  100  times 
earnings  for  Syntex  stock. 

They  were  speculating  on  a  dream, 
a  great  dream.  The  dream  featured 
hundreds  of  millions  of  women  in  ad- 
vanced countries  switching  from  me- 
chanical birth-control  devices  to  the 
efficient,  worry-free  pill.  But  the  pill 
was  also  supposed  to  solve  the  popula- 
tion problem  in  the  underdeveloped 
countries,  where  it  is  most  needed.  The 
British  in  the  19th  century  used  to 
speculate  about  the  profit  to  be  made 
by  adding  one  inch  to  the  shirttail  of 
Every  Chinese.  Syntex  shareholders 
thought  along  the  same  lines.  The 
stock  soared  from  under  2  in  1958  to 
an  all-time  high  of  124S  in  1966  (ad- 
justed for  splits).  At  the  high,  the  9.4 
million  shares  of  Syntex  had  a  market 
value  of  nearly  $1.2  billion  as  against 
assets  of  only  $57  million. 

But  in  the  past  two  years  Syntex 
has  been  on  the  skids.  It  has  fallen 
from  a  peak  of  124&  to  around 
70  a  share  in  early  November.  Earn- 
ings haven't  collapsed.  But  in  the  last 


three  fiscal  years  they  have  increased 
from  $19  million  to  only  $20  million. 
In  the  previous  four  years  earnings 
had  increased  from  $4  million  to  $19 
million. 

The  reason  can  be  found  largely 
in  the  nature  of  Syntex  itself.  As  one 
analyst,  James  Balog  of  Auerbach, 
Pollak  &  Richardson,  puts  it:  "Syntex 
was  like  Swiss  cheese.  It  had  many 
holes."  Syntex  resembled  a  research 
laboratory  much  more  than  it  did  a 
drug  company.  Until  recently  it  has 
had  little  in  the  way  of  manufactur- 
ing facilities.  Its  revenues  come  pri- 
marily from  selling  its  products  to 
licensees  such  as  Eli  Lilly,  Ortho 
Pharmaceuticals  (Johnson  &  Johnson), 
and  Parke,  Davis.  Syntex'  big  manu- 
facturing catch-up  effort  currently  is 
two  plants  in  Mexico  and  another 
plant  scheduled  for  operation  in  the 
Bahamas. 

Nor  has  Syntex,  until  recently,  had 
much  of  a  marketing  apparatus.  It 
recently  worked  out  an  agreement 
with  Marion  Labs,  a  drug  marketer, 
but  that  is  a  meager  weapon  for  wars 
against  such  top  marketers  as  John- 
son &  Johnson  and  Eli  Lilly. 

At  the  beginning  of  the  dream 
these  shortcomings  made  no  differ- 
ence. After  all,  these  manufacturers 
ard  marketers  absolutely  had  to  have 
the  basic  compounds — steroids — and 
Syntex  was  the  only  outside  supplier 


in  the  U.S.  to  other  drug  companies. 
(However,  G.  D.  Searle,  which  har- 
vests its  own  barbasco  root — the  basic 
steroid  source — was  and  still  is  its 
own  supplier.)  But  as  the  market  ma- 
tured, the  real  money  came  to  those 
who  produced  and  marketed  the  final 
product,  not  the  suppliers  of  the  basic 
compounds.  Last  year  Syntex'  share 
of  the  U.S.  oral-contraceptive  market 
was  only  7.6%,  while  its  licensees  ac- 
counted for  some  47.5%. 

Added  to  Syntex'  difficulties  in 
the  market  is  what  is  happening  to 
the  market  itself.  The  pill  in  such 
notably  advanced  countries  as  the 
U.S.  has  found  substantial  but 
limited  favor.  In  the  U.S.  and  Europe 
the  pill  has  run  into  competition 
from  other  methods  of  birth  control, 
such  as  the  improved  intrauterine  de- 
vices, prophylactics,  or  from  no  birth 
control  at  all. 

Not  an   Inch 

In  the  less-developed  countries  Syn- 
text  has  barely  lengthened  the  Chinese 
shirttail.  The  pill  is  very  expensive  to 
a  peasant  whose  family  income  may 
be  only  around  $150  a  year.  The  nor- 
mal cost  of  the  pill  is  several  dollars 
a  month.  And  while  the  cost  has  been 
brought  down  considerably  through  a 
decrease  in  the  dosage,  it  has  not  been 
lowered  enough  to  create  a  broad  mar- 
ket in  the  underdeveloped  countries. 
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In  addition,  there  has  been  a  down- 
turn in  pill  usage  in  such  countries 
as  England  and  Australia,  where  med- 
ical authorities  have  linked  the  pill 
with  thromboembolism.  Furthermore, 
recent  U.S.  studies  are  raising  ques- 
tions about  the  pill's  safety. 

These  are  the  problems,  the  blem- 
ish in  the  dream.  It's  not  that  Syntex 
has  no  future.  Birth-control  pills  still 
are  a  growing  market,  although  the 
U.S.  rate  of  growth  has  slowed  per- 
ceptibly to  about  9%.  Moreover, 
Syntex  has  been  spending  over  a 
third  of  its  profits  on  research  in  re- 
cent years  and  it  has  come  up  with 
such  products  as  Norinyl,  a  combina- 
tion pill,  and  Norquen,  a  sequential 
pill  regimen,  both  utilizing  a  proges- 
tational agent — norethindrone,  with 
an  estrogen — mestranol. 

The  financial  genius  advising  Syn- 
tex is  financier  Charles  Allen;  he, 
his  family,  and  Allen  &  Co.  combined 
own  1.4  million  shares,  worth  $100 
million  even  at  today's  lower  prices. 
Among  other  things,  Allen  controls 
Ogden  Corp.,  originally  a  scrap-metal 
producer,  which  owned  Syntex  in 
the  Fifties.  Allen  created  the  dream 
of  Syntex  by  spinning  it  off  from  its 
parent.  The  underlying  idea  was  that 
people  will  pay  more  for  a  dream  it 
it  is  pure — that  is,  not  part  of  a 
bigger   duller   company. 

New    Dreams 

There  are  signs  of  the  Allen  genius 
in  Syntex'  latest  move.  Just  as  Ogden 
once  spun  off  Syntex,  Syntex  now 
proposes  to  do  some  separating  of 
its  own.  Two  of  its  research  units  are 
involved.  One  (to  be  called  Zoecon) 
is  doing  research  in  hormonal  methods 
for  insect  control.  Although  technical- 
ly not  a  spinoff,  it  closely  resembles 
one.  Syntex  stockholders  will  get 
rights  to  buy  a  majority  of  the  shares 
but  Syntex  itself  will  continue  to  hold 
the  rest.  The  other  satellite,  Alza, 
is  searching  for  other  than  the  tradi- 
tional ways  of  getting  drugs  into 
humans  in  order  to  minimize  side  ef- 
fect*. Syntex  will  become  a  25%  holder 
of  Alza  common,  with  most  of  the 
remainder  going  to  former  employees 
who  will  provide  management. 

As  parts  of  Syntex,  these  two  units 
have  made  been  making  no  con- 
tribution to  profits.  Spun  off,  their 
potential  should  be  translated  into 
many  millions  of  dollars  of  market 
value,  which  should  add  glamour  to 
Syntex  as  a  major  stockholder. 

How  much  glamour?  It  depends 
in  part  on  how  successful  the  two 
companies  are  in  research.  And  partly 
on  how  willing  the  public  is  to  bu\ 
a  few  more  dreams.  ■ 
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Back  to  the  Land 

Ford,  the  second-largest  automaker,  would  like  to  be  first  in 
farm  machinery.  But  Henry  Ford  has  to  decide  if  Tractor  Oper- 
ations is  really  a  member  of  the  Ford  family  or  just  a  foundling. 


Farms  are  getting  bigger,  not  only 
in  the  American  Midwest  and  in  Can- 
ada but  in  the  American  South,  in 
the  United  Kingdom  and  in  Europe 
as  well.  The  Ford  Motor  Co.,  which 
got  into  the  farm  tractor  business  in 
a  big  way  in  1917,  long  failed  to 
come  to  grips  with  this  trend. 

For  decades,  ever  since  World 
War  I,  Ford  has  been  producing 
small  tractors  for  small  farms.  World- 
wide, it  has  been  second  only  to 
Massey-Ferguson  in  unit  sales  of 
wheel  tractors.  In  the  Midwest  and  in 
Canada,  small  tractors  long  ago  be- 
came a  dwindling  business,  for,  as 
farms  grew  bigger,  the  demand  was 
for  ever  larger  tractors.  Until  recent- 
ly, however,  small  tractors  dominated 
the  business  in  the  South  and  over- 
seas. And  that's  what  enabled  Ford 
to  ignore  the  trend. 

Now  Ford  has  suddenly  realized 
that  in  the  South  and  overseas  the 
growing  demand  is  for  larger  tractors, 
too.  And  this  year  the  company  start- 
ed doing  something  about  it  by  pro- 
ducing larger  tractors  and  branching 
out  into  more  sophisticated  farm  ma- 
chinery, which  it  had  also  neglected. 

"We've  had  a  lot  of  catching  up 
to  do,"  admits  Ford  Vice  President 
Robert  J.  Hampson,  general  manager 
of  Ford  Tractor  Operations.  "But 
we're  already  ahead  of  Allis-Chal- 
mers,  White  Motor  and  J.I.  Case. 
Our  targets  now  are  Massey,  Deere 
and  International  Harvester."  Hamp- 
son won't  reveal  the  dollar  volume 
of  Tractor  Operations,  but  industry 
sources  estimate  that  Ford  is  now 
selling  between  $450  million  and 
$550  million  in  farm  tractors,  imple- 
ments and  parts,  compared  with  $931 
million  for  Deere  &  Co.,  about  $815 
million  for  International  and  about 
$805    million    for    Massey-Ferguson. 

For  1968,  Hampson  expects  Trac- 
tor Operations  to  sell  about  83,000 
farm  and  14,000  industrial  tractors. 
This  is  a  full  15%  of  the  estimated 
640,000  tractors  sold  in  the  Free 
World.  In  fact,  Ford  ranks  first  in 
sales  of  industrial  tractors  in  the  U.S. 

Even  so,  Tractor  Operations  is  hard- 
of  Ford  Motor's  $14  billion  in 
yearly  sales.  Why,  then,  should  Ford 
— which  is  struggling  so  hard  to  im- 
prove its  share  of  the  auto  market, 
build  its  ailing  Lincoln-Mercury  di- 
vision and  grow  in  heavy  trucks — 
spend  time  and  money  increasing 
farm-machinery  sales0  Essentially  he- 


Crash  Program.  Says  Ford 
Tractor's  Bob  Hampson: 
"Deere  had  seven  years  to  de- 
velop a  line  of  new  products. 
We  had  to  do  it  in  2'/*  years." 


cause  Henry  Ford  II  sees  farm  j 
machinery  as  a  high-margin  growth 
industry  where  Ford  can  improve  its 
present  position  without  diverting 
much  management  talent  or  capital 
from  its   U.S.   automotive  business. 

As  for  construction  equipment,  Ford 
is  content  to  specialize  in  industrial 
tractors,  which  are  based  on  farm] 
tractor  technology  and  yield  another 
$75  million  to  SI 00  million  in  yearly 
sales.  (In  contrast.  General  Motors 
does  not  build  I  arm  or  industrial  trac- 
tors but  has  chosen  construction 
equipment  as  its  new  growth  area. 
Sec  Forbes,  Oct.  I,  />.  20.) 

Although  Hampson  won't  divulge 
his  own  division's  earnings,  he  makes 
it  clear  that  he  considers  the  per- 
formance ol  most  farm-machinery 
makers  rather  poor.  Even  Deere  is 
down  to  5.3%  on  sales  and  5.8%  on 
equity,  largely  as  the  result  of  its 
push  into  overseas  markets.  "Some- 
times there  is  a  conflict  between 
profitability  and  just  trying  to  put 
iron  out  in  the  field,"  says  Hampson. 
'This  year  we've  been  able  to  maid 
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tain  growth  of  profits  whereas  some 
others  have  not.  This  is  really  our 
objective:  growth  of  profits.  We  have 
a  boss  who  expects  this." 

During  some  years  in  the  1920s, 
Ford  accounted  for  three-fourths  of 
U.S.  tractor  production  and  could  have 
parlayed  this  into  dominance  in  all 
types  of  farm  machinery  (see  box, 
p.  12 1 .  But  mercurial  Henry  Ford 
exiled  Tractor  Operations  to  Great 
Britain  in  1929.  and  until  1961.  when 
Henry  Ford  II  set  out  to  rectify  his 
grandfather's  hasty  action.  Tractor 
Operations  sputtered  along. 

Hampson,  a  onetime  finance  man 
who  took  over  Tractor  Operations  in 
1961,  faces  many  problems  in  build- 
ing up  Ford's  form-machinery  sales. 
Until  the  introduction  of  its  105- 
horsepower  Model  8000  this  spring, 
the  company  had  no  tractor  more 
powerful  than  67  horsepower.  And 
yet  in  the  preceding  three  years. 
168,000  farm  tractors  above  that  rat- 
ing were  sold  in  the  U.S.  alone.  More- 
over, Ford's  105-horsepower  model 
is  two  years  behind  the  times — 
other  manufacturers  have  brought  out 
models  up  to  143  horsepower. 

And  although  Hampson  claims 
rapid  growth  in  sales  ot  tractor- 
drawn  farm  implements.  Foul  still  is 
peak  there.  It  has  just  begun  produc- 
ing  its  own  hay  balers  and  still  imports 
German-made  combines  to  sell  under 
its  numeplate.  "Deere  s  ratio  of  im- 
plement sales  to  tractor  sales  is  about 
one-to-one,'  Hampson  sa\s  enviously. 
Ours  is  much  less,  so  we  have  to 
expand  our  line  of  implements.  We 
can't  put  out  a  limited  line  and  ex- 
pect  our  dealers  to  live  oil  that.  A 
dealer  today  needs  a  lull  line  of  farm 
machinery  to  survive."  (Many  Ford 
dealers  also  handle  implements  made 
by    "short-line"    machinery    makers.) 

Ami.  most  important,  Ford's  1,700 
U.S.  dealers  are  mostly  in  the  South- 
sast,  not  in  the  Midwest.  "The  Mid- 
west is  the  natural  market  for  the 
Model  8000,"  says  Hampson,  "and 
that's  Deere  country.  It  will  be 
difficult  process  for  us  to  crack  this 
market.  We  have  representation 
there,  but  it's  not  built  around  this 
product.  The  key  to  this  business  is 
your  product  reputation  and  sales- 
md-service  capability.  You  can't  go 
to  any  market  with  the  kind  of 
product  we  have  unless  you're  willing 
o  support  the  product." 

Just  how  important  such  support 
s  was  painfully  evident  when,  in 
1960,  Tractor  Operations  introduced 
its  Model  6000,  perhaps  the  most 
complicated  farm  tractor  ever  built. 
Complaints  forced  Ford  to  recall  near- 
ly all  of  the  tractors  for  modifications. 
But  Ford  Tractor  Operations  also 


has  many  things  going  for  it.  One 
advantage  is  the  support  of  a  huge 
company  like  Ford  Motor.  Another  is 
its  good  reputation  in  small  tractors, 
especially  those  built  in  the  United 
Kingdom.  And  Ford  has  strong  dis- 
tribution in  the  U.K.  and  Europe, 
which  both  Ford  and  Deere  consider 
potentially  richer  markets  than  the 
U.S.  and  Canada.  Moreover,  Ford 
builds  all  its  own  engines  and  other 
components,  and  Hampson  has  in- 
tegrated U.S.  and  European  produc- 
tion to  the  point  where  parts  are 
shipped  back  and  forth  on  nearly  all 
models.  Probably  Hampson's  biggest 
advantage — and  that  of  any  farm  ma- 
chinery maker — is  that  the  critical 
shortage    of    food    in    the    world    is 


The  Big  One.  Ford's  first  entry  in 
the  big-tractor  category  is  its  105- 
horsepower  Model  8000,  which  has 
a  basic  price  of  $7,800.  Its  optional 
enclosed  cab  (right)  can  be  heated 
or  air  conditioned.  The  seven-bot- 
tom plow  (below)  is  also  Ford-built. 
Tractors  are  more  profitable  than 
cars  or  trucks,  and  big  tractors  are 
the  most  profitable  of  all.  Unsur- 
prisingly, Ford  is  expected  to  bring 
out  even  bigger  tractors  next  year. 
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forcing  farm  mechanization  just  to 
feed  the  people  now  going  hungry. 

"Productwise,  were  up-to-date," 
says  Hampson.  "We  certainly  are  im- 
proving our  position  relative  to  \las- 
sey-Fergusou.  We  want  to  grow  to 
have  the  volume  of  Deere  and  Inter- 
national, and  we  will  do  tin's  on  a 
controlled  basis.  As  our  volume  grows, 
our  capacity  will  grow.  We  don't 
want  to  have  eapa<  iiv  before  we  have 
sales  volume. " 

But  Hampson  may  well  have  gone 
as  far  as  he  can  under  a  pay-as-you-go 
operation.  Since  1961  Tractor  Opera- 


lions  has  spent  less  than  $200  mil- 
lion to  expand  production  facilities 
and  develop  new  products.  Certainly 
Hampson  has  made  this  stretch  a  long 
way;  he  developed  five  series  of  new 
tractors,  including  the  big  Model 
8000,  as  well  as  many  new  imple- 
ments. But  big  equipment  is  a  lot 
more  complex  and  expensive  to  de- 
velop than  are  small  units.  For  exam- 
ple, to  produce  a  self-propelled  com- 
bine, Ford  would  have  to  spend  $30 
million  to  $35  million  for  a  factory,  an- 
other $5  million  to  $10  million  for  de- 
velopment. Added  to  this  is  the  ex- 


pense of  upgrading  the  dealer  network 
and  distribution  system.  Meanwhile, 
Hampson  cannot  expect  that  bigger 
tractors  and  self-propelled  machinery 
will  produce  profits  quickly — it  takes 
as  long  as  five  years  for  such  products 
to  establish  themselves  in  the  market.. 
All  this  means  that  any  further 
growth  by  Tractor  Operations  is  going 
to  require  a  lot  more  money  and  man- 
power than  in  the  past.  Henry  Ford 
will  soon  again  have  to  decide  just 
■how  badly  he  really  wants  to  be  a 
top  dog  in  the  farm-machinery  busi- 
ness. ■ 


FARM  LOCOMOTIVES,  F0RDS0NS  AND  FORDS 


;  *>;^<  -.^  ■•*£.*.- 


Henry  Fokd  tinkered  with  tractors 
— he  called  them  "farm  locomo- 
tives"— as  far  back  as  the  1880s. 
But  it  wasn't  until  World  War  I 
that  Ford  Motor  Co.  began  pro- 
ducing tractors  and  then  only  at 
the  urgent  request  of  the  British 
government.  In  a  scant  seven 
months,  the  company  mass-pro- 
duced 7,000  tractors  for  shipment 
to  Britain,  whose  food  imports  had 
been  all  but  cut  oil  by  the  German 
submarine  blockade. 

Ford  l  hen  sold  13,000  Fordson 
tractors— the  name  was  derived 
from  Henry  Ford  and  Son — within 
three  months  to  U.S.  farmers.  Soon 
the  company  was  the  largest 
builder  ol  tractors  in  the  country, 
accounting  foi  as  much  .is  75 
the  total  output  during  some  years. 
By  L928,  Ford  had  sold  7  10.000 
tractors,  a  le.it  doubl)  remarkable 
considering  the  Farm  depression  o\ 

the    Twenties. 


But  tractors  were  still  primitive 
machines,  and,  as  reports  of  acci- 
dents reached  Henry  Ford,  he  be- 
came disheartened.  In  1929,  he 
transferred  Tractor  Operations  to 
Cork,  Ireland,  then  in  1933  to 
Dagenham,  England.  Despite 
Henry  Ford's  personal  disinterest, 
Tractor  Operations  grew  and  pros- 
pered, in  an  erratic  pattern,  selling 
tractors  in  Europe  and  the  U.  S. 

When  World  War  II  began  in 
1939,  Ford  resumed  tractor  pro- 
duction in  the  U.S.  True  to  its 
old  tradition,  the  company  made 
but  one  size  of  tractor.  Even  today 
it  has  only  five  basic  models,  al- 
though more  are  on  the  way. 

Ford's  marketing  was  years  be- 
hind the  times,  too.  Until  1953,  it 
sold  all  its  US.  output  to  a  single 
independent  national  distributor — 
Dearborn  Motors.  And  it  wasn't 
until  1964  that  Ford  bought  out 
its    independent    regional    distribu- 


tors so  that  it  could  sell  directly 
to  its  dealers,  as  the  other  farm 
machinery  makers  had  long  done. 
That  move  cost  $30  million  but  was 
necessary    il    Ford    were    to   grow. 

A  new  color  was  another  over- 
due improvement.  In  farm  ma- 
chinery, a  company's  color  is  its 
brand  identification.  But  Ford's 
color  in  the  U.  S.  was  a  flat  gray 
that  practically  disappeared  at  a 
distance;  overseas,  it  was  a  dull 
blue  and  orange,  which  wasn't 
much  better.  Finally  in  1963  the 
company  switched  to  a  bright  elec- 
tric blue.  A  year  later  it  dropped 
the  Fordson  name,  which  had  still 
been  used  overseas. 

Although  Ford  Motor  got  into 
the  farm  machinery  business  al- 
most by  accident — and  long  man- 
aged it  the  same  way — it  has  pro- 
duced more  then  3  million  trac- 
tors in  the  last  half  century.  And 
that's  a  lot  of  farm  locomotives. 
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Rich— and  Worried 

Aetna,  as  the  giant  of  the  insurance  indus- 
try, shares  all  of  the  industry's  problems. 


Habtford's  Aetna  Life  &  Casualty 
Co.  is  the  world's  largest  multiple- 
line  insurance  company,  that  is,  the 
largest  company  that  sells  both  life 
and  health  insurance  and  fire  &  cas- 
ualty insurance.  As  such,  Aetna  is 
both  rich  and  worried.  It  is  rich  be- 
cause it  takes  in  $2.3  billion  in  pre- 
miums and  earns  $328  million  from 
its  mammoth  portfolio  of  bonds, 
mortgages  and  stocks.  Assets  total 
$8.5  billion. 

It  is  worried,  for  one  thing,  because 
life  insurance  is  becoming  a  less 
profitable  business.  People  have  be- 
gun to  look  upon  insurance  as  a  cost, 
not  an  investment.  They  therefore 
take  more  and  more  of  their  insurance 
through  low-profit  group  plans  that 
include  no  savings  feature.  For  sav- 
ings, they  prefer  pension  funds,  mu- 
tual funds  and  other  equity  invest- 
ments as  demonstrated  by  the  fact 
that  insurance  gets  only  14%  of  the 
consumer  savings  dollar  today  com- 
pared with  47%  two  decades  ago. 
Of  the  $6  billion  worth  of  life  in- 
surance Aetna  sold  last  year,  80%  was 
group  insurance.  Twenty  years  ago, 
the  proportion  was  60%. 

Aetna  is  also  worried  about  its 
fire  &  casualty  business  that  used  to 
contribute  about  50%  of  the  com- 
pany's statutory  earnings.  But  Aetna 
went  on  a  big  volume-writing  spree 
between  1962  and  1967,  and  now  it 
wishes  it  hadn't.  There  have  been 
almost  $90  million  in  underwriting 
losses  over  the  past  four  years  as 
automobile  and  other  liability  claims 
have  soared.  On  top  of  those  claims, 
Aetna  in  the  past  two  years  has  been 
hit  with  riot  losses.  But  until  this 
year,  rising  investment  income  had 
offset  the  underwriting  deficit. 
.  Ironically  enough,  Aetna  is  also 
worried  about  its  very  wealth.  Its 
underwriting  losses  could  be  very 
useful  to  an  acquisition-minded  out- 
sider. Dow  Chemical  recently  at- 
tempted to  acquire  Hartford  Fire  In- 
surance for  precisely  that  reason.  In 
addition,  Aetna's  capital  gains  from 
its  investment  portfolio  could  be  used 
to  augment  earnings  of  an  acquiring 
company.  That  was  the  reasoning  that 
led  to  the  merger  of  Avco  Corp.  and 
Paul  Revere.  The  capital  gains  in 
Aetna's  portfolio  have  come  close 
to  $250  million  over  the  past  ten 
years. 

Aetna  Chairman  Olcott  D.  Smith 
speaks  in  a  sanguine  way  about  his 


position.  "There  is  no  sign  on  the 
part  of  the  insurance  industry  that 
it's  dying,"  Smith  says.  As  for  a  pos- 
sible takeover  of  Aetna,  he  says: 
'Our  sheer  size  makes  it  unlikely." 
Aetna's  total  market  value  is  $1.4 
billion.  "For  another  thing,"  Smith 
adds,  "a  good  deal  of  stock  is  held 
in  the  trust  departments  of  two  big 
Hartford  banks  that  will  not  easily  be 
swayed  by  such  a  maneuver." 

Taking  Steps 

Nevertheless,  Smith  has  recently 
taken  several  actions  that  indicate  he 
is  more  than  a  little  concerned  about 
Aetna's  position.  Last  year  he  got 
Aetna  shareholders  to  convert  the  com- 
pany into  a  holding  company  in  line 
with  what  many  other  companies  in 
insurance  and  banking  have  done. 
This  enables  Aetna  to  diversify  out- 
side of  insurance.  Unlike  some  of  his 
competitors,  Smith  hasn't  bought  or 
started  a  mutual  fund  yet;  but  he 
hasn't  ruled  out  the  possibility. 

Aetna  has  also  stepped  up  its  move 
into  variable  annuities,  which  are  part 
insurance,  part  equities.  Smith  feels 
that  the  variable  annuity  is  a  more 
readily  adaptable  commodity  for  the 
insurance  salesman,  and  last  year 
Aetna  bought  Participating  Annuity 
Life,  a  pioneer  in  variable  annuities. 

Such  acquisitions  will  have  little 
impact  on  Aetna's  vast  business,  but 
they  do  enable  Smith  to  talk  about 
becoming  a  "congeneric"  corporation. 
"Congeneric"  is  a  fancy  word  that 
has  been  adopted  by  companies  that 


want  to  diversify  but  do  not  want 
to  be  called  "conglomerates."  In  the 
financial  field  it  has  come  to  mean 
a  broadly  based  financial-services  or- 
ganization a  la  San  Francisco's  Trans- 
america  Corp.  "There  is  no  reason," 
Chairman  Smith  says,  "why  we 
couldn't  own  a  finance  company,  a 
credit  card  company  or  even  go  into 
travelers'  checks." 

Indeed,  to  prepare  for  acquisitions, 
Smith  recently  got  shareholders  to 
increase  authorized  common  stock. 
In  September  Aetna  for  the  first  time 
created  a  series  of  preferred  stock,  a 
favorite  acquisition  vehicle.  Later  in 
the  month  Aetna  followed  the  lead 
of  other  insurance  companies  in  list- 
ing its  shares  on  the  New  York  Stock 
Exchange,  a  move  that  helped  jump 
the  price  of  Aetna  stock  by  some  ten 
points  in  two  weeks. 

Smith  has  also  taken  action  within 
his  old-line  fire  &  casualty  business. 
The  business  doesn't  have  a  prayer 
of  breaking  even  this  year,  not  with 
nine-month  statutory  underwriting 
losses  running  $16  million  ahead  of 
1967.  But  Smith  has  cut  back  sharply 
on  new  business  written  this  year, 
and  expects  to  reduce  new  business 
written  next  year  by  another  30%.  In 
addition,  Smith  is  hard  at  work  re- 
ducing the  claims  backlog  with  a  new 
fast  settlement  procedure.  The  idea 
is  to  enable  Aetna  to  settle  claims  be- 
fore inflation  skyrockets  them. 

Whether  all  these  moves  will  settle 
recent  rumors  of  a  merger  or  a  tender 
offer  for  Aetna  is  yet  to  be  seen.  But 
the  mere  fact  of  the  rumors  indicates 
that  no  company,  however  mighty, 
can  think  of  itself  as  an  institution 
these  days.  Even  $8.5  billion  doesn't 
provide  security  when  someone  thinks 
he  can  do  more  with  that  money  than 
you  can.  ■ 


^ _____        -^i 
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Mounting   liability  court  cases 

forced  Aetna  to  institute  FAST,  a   settle- 

ment  procedure  which  pays  c/c 

ims  instantly,  hopefully  avoiding  lawyers. 
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Research  &  Development 

Once  the  spoiled  darling  of  industry,  R&D  is  getting  a  going-over  from  its  long-indulgent  parent. 


This  year  American  industry  will 
spend  close  to  $9  billion  on  various 
forms  of  research  and  development. 
This  is  less,  to  be  sure,  than  it  spent 
last  year  to  advertise  its  wares  ($18 
billion)  or  on  new  plant  and  equip- 
ment to  produce  them  ($64  billion). 
But  in  many  ways  R&D  spending  pre- 
sents far  tougher  problems. 

Plant  and  equipment  dollars  show 
up  quickly  in  cost  reduction  or  ex- 
panded capacity.  Advertising  dollars 
boost  sales  and  image  and  are  rela- 
tively easy  to  control.  But  the  payoff 
from  R&D  may  not  come  for  years.  It 
may  never  come  at  all. 

Is  business  getting  its  $9  billion 
worth?  Top  businessmen  are  by  no 
means  certain  that  they  know  the 
answer. 

"We've  been  on  a  research  binge 
in  this  country,"  says  Dr.  George  E. 
Holbrook,  an  E.I.  du  Pont  de  Nem- 
ours &  Co.  vice  president  and  un- 
official research  spokesman.  "A  lot  of 
people  got  into  it  without  studying  it 
in  any  depth."  Dr.  Lee  L.  Davenport, 
president  of  the  laboratory  at  General 
Telephone  &  Electronics,  one  of  the 
ten  largest  industrial  research  labs  in 
the  country,  says:  "The  bloom  is 
coming  off  the  rose.  There  are  many 
companies  who  view  the  results  of 
R&D  over  the  past  20  years  with  some 


disappointment."  Says  President  Eu- 
gene N.  Beesley  of  Eli  Lilly  &  Co., 
which  pumps  some  $41  minion  a  year 
(10%  of  sales)  into  R&D,  "Sometimes 
it  seems  like  throwing  money  down  a 
rat  hole." 

Beesley  has  no  intention  of  cutting 
back.  Research  is  the  lifeblood  of 
his  business.  But  he  is  well  aware  of 
some  startling  statistics  that  are  getting 
increasing  attention  these  days.  Dr. 
George  H.  Brown,  executive  vice 
president  of  the  Radio  Corp.  of 
America,  cited  them  in  a  speech  last 
January:  "There  are  some  15,000  in- 
dustrial research  laboratories  in  the 
U.S.,  and  the  nation  is  spending 
about  $24  billion  [two-thirds  ,of 
which  is  federal  money]  in  them  to 
develop  some  10,000  new  technical 
products  annually. 

"However,  this  is  less  than  one 
new  product  per  laboratory  per  year. 
Of  those  10,000  new  products,  some 
80%  die  in  infancy.  And  most  of  the 
survivors  represent  not  substantive  in- 
novation, but  mere  style  modification." 

Chief  executives  are  well  aware  of 
these  figures,  and  they  aren't  happy 
about  them.  One  widely  cited  poll 
taken  a  little  over  a  year  ago  (by 
Barnes  Research  Associates)  of  200 
chief  executives  of  the  500  largest  U.S. 
corporations   showed   that   60%   were 


The  Forgotten  Alan  at  Westinghouse  Electric  Corp.  Research  was  the  cus- 
tomer, according  to  research  head  Dr.  William  E.  Shoupp.  The  1963 
changes  were  designed  to  make  the  big  corporate  research  lab,  with  its 
650  scientists  (above,  experimenting  with  desalting  by  freezing),  more 
responsive  to  customer  needs.  Today,  according  to  Shoupp,  75%  of  what 
Westinghouse  scientists  work  on  are  projects  initiated  by  group  vice  presi- 
dents; the  remainder  are  in  new  areas  for  corporate  growth.  President 
Donald  C.  Burnham  makes  no  bones  about  why  this  tightening-up  was 
necessary:  "One  of  the  dangers  to  be  guarded  against  in  managing  R&D," 
says  he,  "is  letting  short-range  technology  suffer  because  of  glamorous  long- 
range  efforts;  another  is  neglecting  marketing."  Says  R&D  man  Shoupp, 
"We  were  producing  too  many  examples  of  what  I  call  'engineering 
monuments'— extremely  clever  inventions  that  nobody  wanted  or  bought." 


"dissatisfied"  with  the  R&D  produc- 
tivity of  their  firms. 

Yet,  up,  up  goes  the  spending.  The 
$9  billion  that  U.S.  companies  will 
spend  on  R&D  this  year  is  twice  what 
they  spent  in  1961,  four  times  what 
they  spent  in  1953.  For  the  simple 
fact  is  that  as  the  pace  of  techno- 
logical innovation  increases,  new  pro- 
ducts and  processes  are  needed  just 
to  maintain  market  share — let  alone 
g>ow.  By  and  large,  the  big  profits 
are  in  the  new  products. 

How  is  business  to  get  its  money's 
worth? 

Essentially,  by  avoiding  or  mini- 
mizing three  basic  pitfalls.  The  first 
and  most  obvious  is  in  doing  too  little 
research  or  none  at  all.  The  second, 
almost  equally  dangerous,  is  to  do  too 
much.  The  third,  and  certainly  the 
most  subtle,  is  to  fail  to  exploit  what 
the  laboratories  produce. 

Going  Too  Far 

How  can  a  company  spend  too 
much  on  research  and  development? 
Consider  the  recent  case  of  American 
Machine  &  Foundiy  Co.  during  the 
regime  of  the  late,  brilliant  Morehead 
Patterson.  Under  successor  Rodney 
C.  Gott,  the  once-proud  corporate 
R&D  department  of  AMF  has  been 
chopped  to  25%  of  its  1965  size. 
Today  you  can  find  former  AMF 
scientists  at  American  Standard, 
American  Can,  Kennecott  Copper  and 
Combustion  Engineering,  to  name  a 
few.  This  was  the  group  that  produced 
highly  sophisticated  industrial  robots, 
automatic  pinspotters  for  bowling  al- 
leys, a  membrane  instrumental  in 
powering  the  first  Gemini  flight  and  a 
host  of  other  innovations,  including  a 
nuclear  reactor  used  in  the  training  of 
many  nuclear  scientists. 

How  did  it  happen?  Observes  one 
of  the  former  executives  of  AMF 
research:  "The  R&D  programs  of 
AMF  from  1955  to  1965,  if  I  had 
been  perfectly  honest  with  myself 
at  the  time,  really  couldn't  have  been 
justified  in  terms  of  existing  products 
or  any  basic  management  principles. 
But  Mr.  Patterson  was  oversold  on 
what  research  can  do  for  you.  He  was 
a  frustrated  scientist." 

The  result  was  that  AMF  research 
came  up  with  a  great  many  ideas 
the  company  was  just  not  equipped 
to  handle.  "We  tried  a  lot  of  things 
— perhaps  too  many  things — and  for 
many  different  reasons  the  company 
didn't  push  ahead  much  on  many  of 


34 


FORBES,  NOVEMBER  15,  1968 


them,"  recalls  another  AMF  research 
alumnus.  "Very  few  of  them  ever 
got  to  the  scale  that  amounted  to 
anything.  Take  our  membrane  work. 
It  was  a  technical  success,  but  the 
company  chose  not  to  exploit  it.  Oh, 
they  tried  to  in  a  couple  of  areas — 
one  was  water  softeners.  They  tried 
putting  them  in  people's  homes,  but 
not  too  many  people  wanted  them. 
Amfare  [an  automated  system  for 
drive-in  restaurants]  absorbed  millions 
of  dollars  a  year  without  getting  off 
the  ground."  AMF  also  poured  mil- 
lions into  atomic  research  that  never 
paid  off.  One  reason  Patterson  spent 
money  on  R&D  so  enthusiastically  was 
that  he  had  hit  the  jackpot  earlier  in 
his  career  with  automatic  pinspotters 
for  the  bowling  business.  Patterson 
became  obsessed  with  finding  another 
development  that  would  match  the 
pinspotter. 

Former  AMF  research  men,  with 
the  wisdom  of  hindsight,  claim  they 
can  detect  signs  of  the  Patterson 
attitude  in  other  firms.  "American 
Can,  I  think,  is  going  to  have  a 
problem  like  this,"  observes  one  ex- 
AMF  scientist.  "Bill  May  [chief  ex- 
ecutive since  1965]  is  the  ambitious 
type.  He  likes  to  have  a  big  R&D 
group.  But  no  matter  how  much  re- 
search he  does  in  biology,  metals, 
plastics,  printing — which  they  have  to 
do  to  some  extent — the  only  thing 
that  he's  sjoing  to  be  able  to  run  with  is 
something  that  looks  like  a  can  or  a 
container — something  that  he  is  famil- 
iar with. 

"You  find  this  all  over,"  he  contin- 
ues. "Even  IBM  had  this  problem. 
In  19fil  they  set  up  the  York- 
town  Heights  lab  with  a  technical 
staff  of  800.  After  three  or  four  years 
there  was  a  real  tightening  up.  Some 
people  left  after  their  projects  were 
cut.  Management  realized  it  was 
going  off  in  so  many  directions  that  it 
probably  couldn't  ever  pay  off — even 
for  IBM."  IBM  protests  that  "there  is 
a  continuing  weeding-out  process,"  as 
t  one  IBMer  put  it,  and  that  expendi- 
tures have  steadily  risen  along  with  the 
technical  staff,  which  is  now  1,200. 

Moke?  Or  license? 

The  most  difficult,  because  the  most 
subtle,  of  R&D  problems  arises  when 
research  comes  up  with  something 
that  does  not  fit  in  with  existing  cor- 
porate objectives.  This  was  something 
that  scarcely  bothered  Morehead  Pat- 
terson, who  believed  that  because 
AMF  could  handle  bowling  alleys,  it 
could  handle  anything.  But  it  has 
been  a  problem  at,  of  all  companies, 
giant  Standard  Oil  Co.   (N.J.). 

Esso  research  is  a  splendid  gather- 
ing of  some  1,800  eminently  qualified 


Toy?  Many  significant  break- 
throughs like  AT&T's  new  pic- 
ture phone  (above)  seem  at 
first  to   be   mere   playthings. 


scientists  and  engineers,  funded  by 
Jersey  to  the  tune  of  nearly  $100  mil- 
lion a  year.  This  is  the  outfit  that  de- 
veloped catalytic  cracking,  an  im- 
mensely significant  breakthrough,  and 
butyl  rubber,  another  important  devel- 
opment, during  World  War  II.  But 
since  that  time  Esso  research  has  con- 
tributed far  less  to  corporate  profits 
at  Jersey  than  has  du  Pont's  R&D, 
which  is  in  the  same  league — $110 
million  a  year.  (Even  du  Pont  isn't 
happy  with  its  R&D  record.  A  few 
years  ago  management  consultant 
McKinsey  &  Co.  was  called  in  to 
make  suggestions.)  Several  prominent 
research  men  say  that  Esso  research 
management  has  admitted  privately 
that  it  hasn't  developed  a  single  major 
p  oprietary  commercial  product  for  15 
years. 

Part  of  the  reason,  certainly,  is 
that  the  oil  industry  focuses  heavily 
on  process  research — keeping  the 
costs  down.  Most  of  the  developments 
that  Jersey  Standard  is  proudest  of  in- 
volve improved  methods  for  locating, 
extracting  and  refining  petroleum  pro- 
ducts. But  why  can't  such  costly  re- 
search produce  new  products?  Om 
reason  is  thai  the  potential  product 
may  appear  too  risky  a  venture  in 
light  of  the  company's  objectives. 
A  good  example  is  Captan,  a  fungi- 
cide developed  by  Esso  in  the  late 
Forties  but  manufactured  and  market- 
ed under  license  by  Stauffer  Chemi- 
cal Co.  and  SoCal.  Captan  is  a  smash- 
ing success,  and  will  have  brought 
Jersey  over  $5  million  in  royalty  in- 
come when  its  patents  run  out  this 
year.  But  Jersey  could  have  earned 
several  times  as  much — as  a  raw  ma- 
terial producer  at  the  least — had  it 
elected  to  make  Captan  itself. 

Protests  Jersey  President  John  K. 
Jamieson:  "Jersey  made  a  survey  and 
found  that  it  was  in  its  best  interests 


to  introduce  Captan  under  licensing 
arrangements.  It  was  not  at  that 
time  prepared  to  enter  the  pesticide- 
fungicide  business  on  the  necessary 
scale." 

It's  hard  to  imagine  Jersey  Stand- 
ard being  timid.  What  happened? 
Critics  of  the  company  say  that  at  the 
time  there  were  12  levels  of  manage- 
ment between  scientist  and  decision- 
maker; this  may  have  been  a  factor. 
Says  a  research  manager  closely  famil- 
iar with  Esso  management,  "It  seemed 
to  me  that  the  problem  with  Captan 
was  that  research  management  lacked 
the  courage  to  sell  it  to  New  York 
management." 

A  competitor,  Dr.  Leo  R.  Gardner 
of  the  Chevron  Chemical  Co.,  (a  sub- 
sidiary of  SoCal)  says:  "If  this  was  a 
gross  oversight  for  Jersey,  it  was  also 
a  gross  oversight  for  Dow,  Rohm  & 
Haas,  Hooker  and  others — they,  too, 
al_  gave  up  on  the  cost  of  manufac- 
turing Captan."  The  fact  remains: 
Jersey  didn't  get  as  much  out  of  Cap- 
tan as  it  might  have. 

Topside  Timidity 

Many  scientists  think  that  the  Cap- 
tan episode  is  an  indictment  of  big 
business.  "You  just  don't  get  new 
products  by  looking  at  what's  wrong 
with  the  thing,"  protests  Dr.  Carl 
Barnes,  formerly  vice  president  of 
research  at  Minnesota  Mining  & 
Manufacturing,  and  now  a  noted 
research  consultant.  "Take  glass. 
There's  something  wrong  with  that — 
it  breaks!  And  the  pieces  cut  people! 
I  don't  think  you'd  ever  get  glass  out 
of  a  big  laboratory  today  because  of 
these  properties.  You've  got  to  look 
fo.-  what's  right  with  a  product." 

These  critics  of  big  business  dearly 
love  to  cite  the  Carlson  xerography 
patents,  which  20  different  major 
corporations — including  firms  like  3M, 
Eastman  Kodak  and  IBM  (twice)  — 
studied  and  turned  down  before  Joe 
Wilson's  Haloid  Corp.  picked  them 
up.  ("If  Carlson  had  been  a  corporate 
inventor,  his  chances  of  getting  xero- 
graphy innovated  would  have  been 
95%  less!"  says  Barnes.)  Or  the 
telephone:  "Alexander  Graham  Bell 
trotted  himself  around  to  the  mighty 
Western  Union  Telegraph  Co.,"  says 
Dr.  Jack  A.  Morton,  vice  president, 
electronic  components,  at  Bell  Tele- 
phone Laboratories,  "and  offered 
them  his  telephone  for  $100,000. 
They  rejected  it.  'Why  should  anyone 
want  it?  It's  nothing  more  than  a  toy!' 
they  said.  My  initial  reaction  to  pic- 
ture phones  was  exactly  the  same." 

"Teflon  nearly  didn't  get  through 
the  du  Pont  organization,"  says  a 
well-known  corporate  inventor.  "There 
was  an  awful  lot  wrong  with  it.  But 
there  was  something  right  about  it, 
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too:  It  was  extremely  high-melting 
and  it  had  low  surface  adhesion.  The 
people  making  the  decisions  said: 
What  good  is  it?  You  can't  fabricate 
it  in  anything,  so  forget  it.'  But  ways 
were  found  to  mold  and  coat  it.  Still, 
it  was  just  barely  forced  through  by 
the  inventor. 

"There  is  a  big  difference,"  he 
goes  on,  "between  filling  an  existing 
need  and  discovering  a  nylon.  In 
between  is  a  very  important  objec- 
tive: envisioned  needs.  The  3M  com- 
pany is  good  at  envisioning  needs. 
Scotch  tape  was  an  envisioned  need 
if  there  ever  was  one.  If  you  had  gone 
around  to  a  cross  section  of  industry 
and  asked  what  they  needed  most, 
nobody  would  have  told  you  they 
needed  Scotch  tape!"  But,  of  course, 
launching  an  envisioned-need  product 
inevitably  means  taking  a  much 
higher  risk. 

Undoubtedly,  corporate  bureau- 
cracies make  their  share  of  mistakes 
when  it  comes  to  innovating  B&D 
ideas.  But  scientists  sometimes  forget 
that  a  great  new  product  isn't  so  great 
if  it  can't  make  money  (there  is  an 
80%  failure  rate  for  new  products). 
Or  if  the  money  to  develop  it  can  be 


better  spent  elsewhere.  Dr.  William 
E.  ("Butch")  Hanford,  vice  president 
of  chemical  research  at  Olin  Mathie- 
son  Chemical  Corp.,  recently  sacked 
his  40-man  agricultural  chemical  re- 
search team  for  that  reason:  "In  1967 
we  took  a  look  at  how  much  it  would 
cost  us  to  get  one  of  our  new  pesti- 
cides home.  I  figured  we'd  have  to 
spend  $3  million  to  do  that,  plus  main- 
taining a  staff  to  keep  the  pipeline 
filled.  This  we  didn't  have.  It's  a 
question  of  funds  and  priorities.  But, 
you  see,  you  want  to  stop  it  in  re- 
search. When  a  product  leaves  re- 
search and  gets  into  the  scaling  up 
and  testing  phase,  you  hit  the  big 
money." 

Thomas  L.  Phillips,  president  of  Bay- 
theon  Co.,  brings  up  a  related  point. 
Raytheon  stubbed  its  toe  on  two 
would-be  commercial  spinoffs  from 
military  research  in  the  hospital  and 
restaurant  fields.  "We  couldn't  put 
enough  people  in  to  cover  all  the  hos- 
pitals and  yet  amortize  the  costs  on  one 
product  [a  microwave  heat-treatment 
device],"  Phillips  explains.  "It  was  a 
good  product,  and  so  was  our  com- 
mercial radar  range  for  restaurants. 
But  if  you  try  to  penetrate    a  market 


'Maybe  if  ■<> i  put  nuts  m  it  we'd  get  that  nutlike  flavor." 
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based  on  a  single  product,  I  say  it, 
isn't  worth  doing.  You'd  be  better  off 
licensing  that  product  to  someone 
who's  already  in  the  market."  This 
type  of  reasoning  undoubtedly  in- 
fluenced Esso  management  in  its 
handling  of  Captan. 

Raytheon  eventually  dealt  widi  the 
problem  by  merging  in  1965  with 
$20-million  (sales)  appliance  maker 
Am  ana  Refrigeration.  Today  it  has 
withdrawn  its  heat-treatment  device 
from  the  market  and  is  making  money 
on  the  radar  range.  The  point  is, 
what  looks  to  the  lab  people  like 
timidity  may,  in  fact,  be  perfectly 
sound  management  decisions. 

Catching  Up? 

What  of  the  laggards,  the  com- 
panies that  do  no  research,  or  too 
little?  Look  at  the  steel  industry,  where 
billions  of  dollars  were  lavished — pos- 
sibly wasted — on  plant  that  was  obso- 
lete before  it  was  finished.  Industries 
like  steel  face  a  growing  competitive 
threat  from  high-technology  compan- 
ies. "The  so-called  mature  industries 
don't  do  any  research,  and  they're 
about  to  get  their  heads  knocked  off!" 
says  Edward  Duer  Reeves,  former 
executive  vice  president,  Esso  Re- 
search &  Engineering  Co.  and  now  a 
noted  research  consultant.  "There  are 
a  lot  of  them  like  that:  the  paper  in- 
dustry, the  textile  industry,  steel — and 
these  are  the  very  industries  that  are 
being  chipped  away  by  all  the  new 
technologically  based  industries." 

"Our  big  problem  as  a  nation  is  how 
to  stimulate  R&D  inputs  into  non- 
technologically  based  industries,"  says 
Dr.  Weldon  B.  Gibson,  executive  vice 
president  of  Stanford  Besearch  Insti- 
tute. 

Notes  the  chief  executive  of  one 
high-technology  company,  "Twenty 
years  from  now  the  plastics,  aluminum 
and  titanium  people  may  be  indistin- 
guishable from  major  parts  of  the  steel 
industry,  the  way  that  du  Pont  is  in- 
distinguishable from  major  portions 
of  the  textile  industry  today.  This  re- 
structuring is  going  on  because  the 
steel  industry  did  not  innovate." 

The  director  of  one  of  the  world's 
largest  research  facilities  agrees: 
"I've  talked  to  the  steel  people  at 
great  length  about  these  problems," 
says  he,  "and  I  know  they  want  bad- 
ly to  have  strong  research.  But  top 
management  doesn't  have  a  good  feel 
at  all  lor  what  this  means.  One  of  the 
problems  in  steel  has  been  a  lack  of 
clarity  about  what  their  real  objec- 
tives arc.  Would  you  say  your  sole 
objective  is  to  make  higher-quality, 
lower-cost  steel?  Or  would  you  say 
you  really  ought  to  be  in  the  structural 
materials  business?  I  think  if  I  were 
(Continued  on  page  41) 
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Think  about  them  next  time  you're  in  the  market 
for  a  company  with  "prospects." 

Out  of  the  thousands  and  thousands  of  companies 
in  business  today,  only  a  handful— just  over  1,200— are 
listed  on  the  New  York  Stock  Exchange. 

It  works  out  to  less  than  \%  of  the  total.  Yet  these 
few  make  about  70%  of  U.  S.  corporate  profits. 

This  has  generally  been  true  for  years,  despite  the 
fact  that  companies  are  added  and  dropped  each  year, 
depending  on  their  ability  to  meet  Exchange  standards. 

As  members  of  the  Exchange,  we  believe  it  is  more 
important  than  ever  (in  view  of  the  great  surge  of  in- 
vesting this  year)  for  every  investor  to  understand  the 
high  standards  that  come  into  play  when  the  Exchange 
considers  listing  a  company. 

There  are  three  primary  results  of  these  standards. 

One  is  to  maintain  the  leadership  character  of  the 
market  by  listing  companies  important  to  the  nation 


and  capable  of  breaking  new  ground  for  the  econi 
Another  is  to  help  provide  widespread  owne 
of  Big  Board  stocks.  This  ready  supply  of  buyer:| 
sellers,  plus  the  market-making  ability  of  our  sped 
(with  buying  power  of  almost  $1  billion),  makes  ill 
sible  for  you  to  buy  or  sell  a  listed  stock,  usually  \d 
minutes.  (Specialists  are  members  who  contribus 
the  liquidity  and  stability  of  the  market  for  stocl 
signed  to  them,  by  buying  and  selling  for  their  owj 
counts  when  public  orders  are  not  immediately  at  h 
A  third  result  is  to  provide  the  public  with 
mation.  The  Exchange  requires  listed  companij 
make  significant  facts  and  figures  available,  in  fins 
reports  and  news  stories,  to  help  you  reach  a 
informed  decision. 

All  told,  the  1,200  companies  have  some  12  h 
shares  listed  on  the  Big  Board  with  a  market  vail 
over  $600  billion.  Over  20  million  shares  have 


This  is  what  we  normally  consider  b 


ofit  of  $2.5  million  minimum  for  the  prior  year  and  $2  million  for  two  years  h 


ue  of  publicly-held  shares:  at  least  $14  million. 

:ommon  shares  of  which  800,000  must  be  publicly-held  by  at  least  1,800  rol 


in  a  single  day  — a  good  week's  volume  only  a 
ears  ago. 

A  great  many  forces  and  procedures  usually  man- 
keep  the  market  remarkably  unruffled  in  heavy 
g.  But  when  the  price  of  a  stock  shows  an  un- 
iv  pattern  of  volatility,  the  Exchange  may  invoke 
1  margin  requirements,  ban  stop-orders,  or  even 
■acting— to  help  keep  the  market  fair  and  orderly.) 
ome  80£  of  the  common  stock  holdings  of  mutual 
are  in  Big  Board  stocks,  and  a  higher  percentage 
nk-administered  personal  trusts, 
lot  every  listed  company  is  right  for  you,  of 
:.  Your  objective,  the  risk  you  can  afford,  your 
—  all  belong  in  the  picture.  Even  in  an  atmos- 
of  general  prosperity,  some  companies  fall  on 
imes,  and  this  is  usually  reflected  in  the  market. 
ome  are  de-listed,  by  another  set  of  criteria.  But* 
le  years,  the  stocks  of  many  Big  Board  companies 


have  out-paced  the  cost  of  living. 

One  of  our  aims,  as  Exchange  members,  is  to  set 
high  standards,  for  ourselves  as 
well  as  for  listing  companies,  to 
help  you  share  sensibly  in  the 
economy's  growth. 

High  standards  in  the  public  interest 

Members  New  York  Stock  Exchange 

i 
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the  language  and  workings  of  investment  and  finance. 
Mad  $2.00  (cash  or  check)  for  the  next  12  issues  to  THE  EXCHANGE 
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nallv  listing  a  company  on  the  Big  Board. 

ement  to  publish  annual  financial  report. 

ement  to  publicize  promptly  major  developments  which  might  affect  security  values 

fluence  investment  decisions. 

mon  stockholder's  right  to  vote  at  annual  meetings. 

pany  standing  in  its  industry  and  importance  to  the  economy  in  general. 


969  Cadillac  Fleetwood  Brougham.    Cadillac  Motor  Car  Division 


Men  who  make  important  decisions  prefer  Cadillac  over  all  other  luxury 

cars  combined.  The  dramatic  new  beauty  of  the  1969  model 

is  sure  to  attract  an  even  greater  following... perhaps  including  you. 


(Continued  from  page  36) 
in   the   steel   business,   I  would   want 
to   know    an    awful    lot    about    com- 
peting products   to   be   in   a   position 
to  set  the  future  of  the  company." 

One  big  steel  company  that  has 
seen  the  light  is  Bethlehem  Steel 
Corp.  Dr.  Donald  J.  Blickwede,  Beth- 
lehem research  vice  president,  admits 
this  was  a  long  time  coming.  "Around 
1955  we  had  about  125  professional 
people  and  the  world's  worst  research 
laboratory!"  laughs  Blickwede.  "It  was 
an  old  remodeled  horse  stable!  Our 
mission  was  similar!)  restricted:  It  con- 
sisted largely  of  putting  out  brush 
fires  in  operations. 

But  no  longer.  Today  there  are  800 
people,  half  of  them  professionals, 
working  at  Bethlehem's  handsome 
seven-year-old  Homei  Research  Labo- 
ratory, built  at  a  cost  of  $55  million. 
"Now  we  have  the  facilities  and  our 
mission  is  much  broader."  says  Blick- 
wede. "We  do  quite  a  bit  ol  work  in 
plastics,  for  example,  but  we're  still 
in  a  transitional  sta'^c.  so  many  people 
don't  know  about  it." 

Other  industries,  too.  are  getting 
the  message,  in  spite  of  the  mounting 
problems.  The  might)  Coca-Cola  Co. 
of  Atlanta.  Ga.  (lid  little,  even  in 
product  development  work,  until  fairly 
recently.  Says  Dr.  Clifford  A.  Shilling- 
law,  Coca-Cola  Co.  vice  president  for 
technical   affairs,   "At   Coca-Cola,    re- 


search and  development  is  an  activity 
in  the  process  of  being  organized." 
What  won  R&D  its  spurs  at  Coke  is 
simple:  Fresca.  Of  the  many  new 
drinks  that  Coca-Cola  has  put  on  the 
market  in  recent  years,  Fresca  is  by 
far  the  most  successful  (Forbes,  Aug. 
1,  1967).  Fresca  originated  in  re- 
search, rather  than  in  marketing.  Coca- 
Cola  research  men  found  a  new  way 
to  mask  the  aftertaste  of  the  saccharin 
sweetener  used  in  diet  drinks  and 
took  their  discovery  to  top  manage- 
ment. Significantly,  research  also 
played  a  major  role  in  Coke's  latest 
offering,  Saci,  a  soybean-based  drink 
now  being  test-marketed  in  Brazil 
(although  a  similar  drink  was  first 
commercialized  by  one  Mr.  Lo  in 
Hong  Kong). 

Coca-Cola  is  taking  it  slow.  "I've 
seen  many  companies  and  many 
individuals  suffer  because  the  decision 
was  made  hastily  to  go  big  on  re- 
search when  it  wasn't  very  clear  what 
was  going  on,"  says  Shillinglaw.  "In 
tew  companies  has  research  really 
gotten  well  fitted  in  with  the  indus- 
trial process  yet,  and  that's  the  truth." 

Even  the  construction  industry  is 
getting  the  message.  "The  whole  field 
of  housing  is  detached  from  20th- 
century  science  and  technology," 
says  the  research  vice  president  of 
one  of  the  world's  largest  industrial 
research    facilities.    "According   to   the 


"Whu  can't  iiou  invent  something  I  can  explain  to  the  stockholders?" 

David  W.  Harbaugh 


1968  Housing  &  Urban  Develop- 
ment Act,  the  talk  is  of  26  million  units 
in  the  next  ten  years  [Forbes,  Oct. 
15].  It  will  dwarf  the  space  pro- 
gram if  we  do  it  on  that  scale.  Now 
in  the  face  of  that,  one  of  the  ex- 
citing, new,  remarkable  and  some- 
what startling  conclusions  of  our  re- 
cent National  Industrial  Conference 
Board  meeting  was:  You've  got  to 
build  experimental  prototype  dwell- 
ings. This  is  like  saying  to  Pasteur: 
'What  do  you  think?  Let's  make  a  test 
tube!'  It  is  fantastic!" 

Even  an  equipment  producer  like 
American  Standard  Inc.  (plumbing, 
heating,  ventilation  and  now  railroad, 
mining  and  oil  equipment)  for  many 
years  spent  far  under  1%  of  sales  on 
R&D.  Only  this  past  year  has  new 
chief  executive  William  D.  Eberle 
(Forbes,  Oct.  1)  upped  R&D  ex- 
penditures to  about  2.5%  of  sales. 

Toward    Understanding 

Out  of  all  this  confusion  and 
change,  at  least  one  hopeful  trend  is 
emerging.  Top  management — and  the 
investment  community — is  beginning 
to  get  an  understanding  of  what  re- 
search can  and  cannot  do. 

Besearch  cannot,  for  example,  do 
much  to  force  the  over-all  trend  of 
technology.  Many  of  the  great  post- 
World  War  II  developments — TV, 
computers,  antibiotics,  the  burgeon- 
ing of  syntlrstic  fibers — came  in  a 
rush  because  a  backlog  of  unexploited 
basic  knowledge  had  been  accumu- 
lated during  the  Great  Depression 
and  the  war  that  followed.  The  yields 
from  that  backlog  were  tremendous 
and  probably  can  never  be  repeated. 

Management  is  also  coming  to  un- 
derstand that  really  basic  research  is 
costly  beyond  the  means  of  all  but 
a  few  companies — AT&T,  for  ex- 
ample. Even  big  research-minded 
companies  like  Union  Carbide  Corp. 
have  been  completely  revamping  re- 
search and  concentrating  on  market- 
oriented  product  development.  Mon- 
santo Co.  last  year  cut  back  on  its 
central  research  staff  and  transferred 
much  of  its  personnel  to  a  newly 
created  New  Enterprise  division.  The 
object?  "Marrying  the  needs  of  the 
market  to  the  technology,"  says  Monte 
Throdahl,  Monsanto  Co.'s  vice  presi- 
dent-technology. 

In  Detroit,  too,  the  emphasis  is 
on  cost  reduction.  Ford  Motor  Co. 
vice  president-scientific  research,  Dr. 
Michael  Ference  Jr.,  heads  a  staff 
(exclusive  of  product  design  and 
engineering)  of  some  500  technicians 
and  scientists  built  up  gradually  in 
the  Whiz  Kids  era.  He  says: 
"Of  course,  the  car  hasn't  changed 
much  as  a  total  car.  Neither  has  the 
communications  system,  as  a  system. 
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on  the  subsystems.  We  have 
done  a  fantastic  amount  of  work  on 
improving  manufacturing  techniques. 
We've  kept  the  costs  down."  But 
Ference  protests:  "We  are  in  the 
transportation  business,  not  just  the 
automobile  business,  and  we  are 
examining  every  conceivable  thing 
that  affects  our  product  line." 

Similar  thoughts  are  echoed  across 
town  at  the  General  Motors  Coip. 
"Tech  Center" — perhaps  the  most 
beautiful  research  facility  in  the  coun- 
try. Says  Research  Vice  President  Dr. 
Lawrence  R.  Hafstad:  "In  large  vol- 
ume production,  you  can  make  more 
money  by  reducing  costs  a  little  bit 
than  by  introducing  a  new  product." 

Need  for  Dialogue 

In  all  of  this,  R&D  increasingly  has 
become  a  direct  concern  of  the  chief 
executive  himself.  It's  too  expensive 
and  too  important  to  treat  as  a  side- 
line or  a  side  show.  "Effective  research 
management   is   a   favorite   conversa- 


tion topic  these  days  among  chief 
executives,"  says  Bell  &  Howell  Co. 
President  Dr.  Robert  A.  Charpie  ( for- 
merly director  of  technology  at  Union 
Carbide),  a  man  who  is  typical  of 
the  new  breed  of  technologically  ori- 
ented top  management.  "Why?  It's 
a  very  expensive  thing  to  be  wrong 
about! 

"We  in  top  management  have  to 
do  our  job  better.  Now  you  don't  say: 
'You  go  make  me  a  gim crack!'  You 
say:  'We  think  these  kinds  of  im- 
provements and  innovations  would  be 
very,  very  useful.'  And  then  the 
laboratory  guy  says:  'But,  sir,  you 
can't  have  that  one  because  it  violates 
the  second  law  of  thermodynamics. 
But  maybe  I  can  get  you  this  one 
over  here.  Except,  don't  kid  yourself, 
it's  not  going  to  cost  you  3  cents,  it's 
going  to  cost  you  something  like  27 
cents.  Now  if  you  want  it  for  27  cents 
maybe  we  can  get  it.' 

"It's  this  kind  of  dialogue,  at  the 
initiation    of    top    management,    that 


often  spells  the  difference  between  a 
very  effective  and  a  very  mediocre 
technical  program." 

As  the  bills  mount,  the  conse- 
quences of  failure  mount,  too.  Says 
Chaipie:  "There's  no  substitute  for 
hard-headed  involvement  by  the  chief 
executive.  You  have  to  have  the  guts 
and  patience  to  see  it  through.  But 
you  also  have  to  have  the  courage 
to  quit  when  the  time  comes  or  modify 
•your  plan,  if  it's  not  living  up  to  ad- 
vance notices." 

Quite  clearly,  business  has  come  a 
long  way  from  the  days  when  money 
lavished  on  R&D  was  a  self-justifying 
good.  Getting  the  goose  to  lay  those 
golden  eggs  requires  far  more  than 
dollars.  More  and  more  chief  execu- 
tives are  realizing  that  they  must  give 
firmer  guidance  to  R&D — and  learn 
about  the  innovation  process.  Ameri- 
can industry  still  leads  the  world  in 
technology,  but  as  Charpie  notes: 
"This  is  not  a  birthright;  it's  a  progress 
report."  ■ 


r 


"If  they  send  a  fellow  out  to  fix 
the  lawnmower,  and  he  fixes  it, 
they  call  it  repair  and  maintenance; 
if  he  doesn't,  they  call  it  research," 
sighed  Maurice  Newman,  partner 
of  the  New  York  accounting  firm 
of  Haskins  &  Sells. 

"Today  there's  still  a  great  deal 
of  confusion  about  what  R&D  is" 
admits  the  American  Management 
Association.  Many  companies  do 
indeed  include  "repair  and  main- 
tenance"— or  certain  kinds  of  pro- 
duction and  marketing  costs — in 
their  research  budgets.  Says  ac- 
countant Newman:  "The  term 
means  different  things  to  different 
people,  yet  it  carries  the  same 
hi  on  the  stock  market." 

The  reason  for  all  this  confusion 
is  si  plains  Hutch  Hanford, 

Olin  Mathieson's  vice  president  of 
chemical  h,  rather  gleefully. 

"Research  has  been  the  sex  of 
business.  There  are  two  ways  to 
attract  attention  with  men — one  is 
to  talk  about  sex,  the  other  is  to 
talk  about  research.  Research  is 
sm  li  a  popular  symbol  oi  prog- 
ress, the)  have  to  overawe  the 
security  analysts  with  the  size  of 
their  budgets." 

Expl  in:      "I      don't 

know    tli  . ;  out 

saying,     V 

inflate    thes.  ,lt    \ 

think   the  Fa  dysts 

run    around  ,  rubers 


'THE  SEX  OF  BUSINESS"- 

saying,  'How  much  do  you  spend 
on  research?'  means  that  the  com- 
pany kind  of  reaches  for  figures." 
Thus,  for  example,  some  drug 
companies  include  the  costs  of  test 
marketing  new  products  in  their 
research  budgets. 

This  tendency  can  backfire,  and 
it  frequently  does.  Management 
sometimes  forgets  how  much  it 
really  spent  on  research  and  then 
wonders  why  nothing  is  coming  out 
of     the     laboratory.     Says     Han- 


42 


ford,  "We  scientists  have  become 
smarter  accountants,  because  when 
people  come  to  us  and  say,  'You 
spent  the  money,  now  account  for 
it,'  I  say  rather  heatedly,  'I  didn't 
spend  it!  That  was  for  quality  con- 
trol, and  compressors  and  routine 
engineering  that  we've  been  doing 
for  50  years.' " 

Then  there's  a  lot  of  R&D  that 
really  should  read  small  "r"  and 
capital  "D."  Procter  &  Gamble  Co., 
for  instance,  recently  announced 
that  its  laboratory  had  come  up 
with  a  new  breakthrough  in  potato 
chips — a  process  for  making  them 
flat  and  uniformly  sized.  Beatrice 
Foods  Co.  proudly  told  Forbes  of 
its  13-year  stint  in  the  laboratory  to 
perfect  Peanut  Butter  &  Jelly  in 
a  jar.  But  perhaps  the  most  mem- 
orable example  of  all  is  the  15-odd- 
year  continuing  effort  by  the  Dole 
Co.  to  develop  a  pineapple  that 
would  precisely  fit  a  No.  2  can. 

As  they  are  in  other  fields, 
accountants  are  beginning  to  sug- 
gest standards.  Haskins  &  Sells' 
Newman  offers  the  hope  that 
companies  will  at  least  begin  to  dis- 
tinguish between  R&D  costs  and 
production  costs,  "so  that  we  under- 
stand when  they  say  they  spent 
$5  million  on  research,  this  at  least 
was  spent  on  aggressive,  forward- 
looking  research  and  not  just  patch- 
ing up  troubles  because  their  wid- 
get didn't  work,  or  something." 
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We  can't  control 
everything. 
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Witco 

cant  help  but 
grow  on  you 


The  Plastics  Generation:  playing  with  plastic  blocks 
today. 

But  consider  tomorrow. 

Plastic  houses?  Probably.  Mass-produced  plas- 
tic cars?  Being  tested.  Plastic  clothes?  Already  here. 

Witco  is  one  of  the  big  reasons  why  plastics 
have  come  of  age. 

Without  additives  like  our  plasticizers,  stabi- 
lizers and  catalysts,  new  plastics  couldn't  happen. 

No  wonder  the  past  5  years  have  seen  us  double 
our  sales  to  plastics  people.  We've  grown  on  them. 

And  we're  growing  on  a  host  of  other  Now 
Markets  like  automotive,  pesticides,  filtration. 
Growing  so  fast  that  we've  gone  from  $106  million 
sales  in  1958  to  over  $200  million  in  1967.  Why  us? 

Because  Witco  concentrates  on  the  specialty 
chemicals  and  related  products.  They  solve  so 
many  problems  in  today's  technologies  we've  been 
tagged  "The  Problem  Solver." 

Witco,  The  Problem  Solver.  The  more  we  hear 
it,  the  more  we  like  it. 

It  will  grow  on  you  too. 
Write  Witco  Chemical,  277  Park  Ave.,  New  York, 
New  York  10017. 

lllteo  ^ 
Chemical 
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So  you're  going 

to  buy  a  business  jet? 

You're  already  sold  on  the  way  a 
business  jet  can  stretch  the 
productive  time  of  your  top  people. 
Now  the  question  is:  which 
business  jet? 

We  can  think  of  plenty  of  things 
to  sway  you  toward  a  Fan  Jet 
Falcon®.  The  1800-mile  range. 
(That's  nonstop  from  New  York  to 
Houston.)  Speed.  (The  Falcon's 
certified  to  operate  considerably 
faster  than  any  other  business  jet — 
at  all  altitudes.)  Low  obsolescence 
factor.  (It  has  the  most  advanced 
design  of  any  business  jet.  And,  as 
new  developments  come  along,  they 
can  be  "retrofitted.") 

But  the  most  persuasive  argument 
is  this:  last  year  Fan  Jet  Falcons 
outsold  every  other  business  jet  3  to  1. 

A  demonstration  will  show  you  why. 
Write  to  Business  Jets,  Pan  Am® 
Building,  New  York,  N.Y.  10017. 


FAN 
JET 
FALCON 

THE  BUSINESS  JET  THAT'S  BACKED  BY  AN  AIRLINE 


Trucker's  Progress 


Leaseway  Transportation  Corp.  goes  abroad  to  avoid  legal  snags  in  the  U.S. 


French  purists  like  President  de 
Gaulle,  who  winced  at  the  infiltration 
into  the  French  language  of  American 
expressions  like  "le  knowhow"  and  "le 
drugstore,"  now  face  another:  "le 
leasing."  William  J.  O'Neill,  president 
and  chief  executive  of  Cleveland's 
Leaseway  Transportation  Corp.,  claims 
much  of  the  credit  for  introducing  it 
to  the  French,  both  as  a  business  con- 
cept and  as  a  word.  "When  we  started 
finance  leasing  in  France  in  1964," 
says  O'Neill,  "the  French  really  didn't 
have  a  word  for  what  we  were  doing, 
so  they  called  it  'leasing.'  " 

"Leasing"  is  also  new  in  Belgian, 
Dutch,  German  and  Swedish  vocabu- 
laries, because  O'Neill  has  been  ex- 
panding Leaseway  into  most  of 
Europe  as  well  as  into  Mexico.  Unlike 
Leaseway's  basic  trucking  and  truck- 
leasing  business  in  the  U.S.  and 
Canada.  Leaseway  subsidiaries  in 
Europe  handle  finance  leasing  only — 
the  simple  buying  and  leasing  of 
trucks  without  contracts  for  ser- 
vicing or  operating  them.  They  also 
lease  manufacturing  equipment  and 
office  machines,  including  computers. 
"We'll  lease  anything,"  O'Neill  says. 
'Leasing  of  chattels  was  virtually  un- 
heard of  until  we  went  into  partner- 
ship with  some  of  the  top  European 
banks.  We  provide  sales  assistance  to 
companies  l>v  buying  and  leasing  their 
products  to  their  customers." 

Multiplying    by   Eight 

Leaseway  was  created  in  1960  by 
Cleveland's  three  O'Neill  brothers  as 
a  holding  company.  In  1961  the  cor- 
poration went  public  and  bought 
the  O'Neill  group  of  79  leasing  and 
intrastate  trucking  companies.  In  1964 
Leaseway  acquired  a  second  group,  15 
interstate  fines  and  leasing  firms,  in- 
cluding Anchor  Motor  Freight,  Inc., 
whose  sole  business  (about  20%  of 
Leaseway's  revenues)  is  hauling  new 
General  Motors  cars  from  eastern  as- 


sembly plants  and  railheads.  This  year 
Leaseway's  earnings  should  top  $7 
million  on  8210  million  in  revenues 
vs.  $1.2  million  on  $24  million  in 
revenues  as  a  family  business  in  1960. 
President  O'Neill  says  Leaseway 
has  had  no  trouble  with  the  Justice 
Department  or  with  the  Interstate 
Commerce  Commission.   Yet  he  can- 


Another  Angle.  Contracf 
hauling  of  cars  for  GM  (be- 
low) is  becoming  less  impor- 
tant to  Leaseway,  says  Presi- 
dent William  J.  O'Neill 
(above).  In  addition  to  going 
overseas,  Leaseway  has  join- 
ed Allied  Chemical  Co.  in 
setting  up  a  separate  com- 
pany to  buy  equipment  and 
then    to    lease    it    to    Allied. 


not  help  but  realize  that  he  has  built 
Leaseway  into  a  giant  of  a  trucking 
and  truck-leasing  company,  second 
only  to  Consolidated  Freightways. 
To  lessen  Leaseway's  dependence  on 
trucking,  O'Neill  has  moved  into  fi- 
nance leasing,  industrial  personnel 
service,  warehousing  and  dispatch, 
maintenance  service,  supply  compa- 
nies, short-term  rental  of  vehicles  and 
transportation  consulting  services. 
Still,  interstate  trucking  accounts  for 
about  26%  of  Leaseway's  business. 
The  potential  threat  of  government 
disapproval  of  acquisition  of  other 
truckers  encouraged  O'Neill's  move 
into  European  markets. 

Leaseway's  chance  to  invade 
Europe  came  through  its  U.S.  cus- 
tomers who  were  starting  to  do  busi- 
ness there.  When  companies  like  Fri- 
den  decided  to  lease  office  machines 
in  Sweden  and  offered  the  business 
to  Leaseway,  O'Neill  jumped  at 
it.  His  ten  foreign  subsidiaries,  not 
consolidated  in  the  parent's  state- 
ment, provide  a  minor  part  of  Lease- 
way's  volume,  but  O'Neill  says  that 
by  the  end  of  1968  all  will  have  re- 
captured start-up  costs  and  will  make 
10%  on  a  $l-million  investment. 

Leaseway,  however,  did  not  go  into 
Europe  cold.  In  each  country  it 
started  out  in  partnership  with  a 
leading  bank:  Dresdner  in  Germany, 
Amro  in  Holland,  Compagnie  Lam- 
bert in  Belgium.  In  each  case  Lease- 
way  has  less  than  a  50%  interest, 
which  means  it  doesn't  have  control. 
At  the  outset  in  France,  Leaseway 
owned  60%  of  Leaseco  France,  S.A. 
with  Banque  de  I'Union  Parisienne. 
But  the  French  were  against  U.S. 
control.  Through  mergers  and  listing 
its  stock  on  the  Paris  Bourse,  Lease- 
way's  control  was  reduced.  "Frankly, 
we  allowed  ourselves  to  be  negotiated 
down,"  O'Neill  says.  "First  to  20%, 
then  to  5%."  Obviously  the  French  are 
developing  a  taste  for  "le  leasing."  ■ 
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What's  in  a  Name? 

Is  Uniroyal  just  old  doggy  U.  S.  Rubber  by  another  name? 
No,  it's  quite  a  different  outfit,  says  President  George  Vila. 


When  George  Vila  took  over  the  U.S. 
Rubber  Co.  in  1961,  even  its  name 
had  outlived  its  usefulness.  U.S.  Rub- 
ber was  a  tradition-encrusted  satrapy 
of  the  du  Ponts,  which  did  little  more 
than  supply  tires  for  what  then  was 
another  du  Pont  preserve — General 
Motors.  It  had  long  since  fallen  be- 
hind its  competitors,  Firestone,  Good- 
year and  Goodrich.  Its  8.6%  return  on 
sales  and  7.7%  return  on  common 
equity  was  shabby,  especially  when 
compared  with  the  14.6%  return  on 
sales  and  10.6%  return  on  common 
equity  made  by  Firestone.  In  foreign 
countries,  the  "U.S."  in  the  corporate 
name  made  the  company  something 
like  a  USIA  library — a  natural  target 
for  anti-Americanism. 

U.S.  Rubber's  biggest  problem  was 


Worried.  George  Vila  spent  most 
of  his  time  in  the  chemical  division 
of  Uniroyal  until  he  became  presi- 
dent and  had  to  start  thinking 
seriously  about  tires.  "A  tremen- 
dous amount  of  science  goes  into 
tire  design,"  he  says  (at  right,  a 
tire  being  tested).  But  Vila  still 
worries.  "I  sometimes  go  along  a 
highway  and  see  a  station  wagon 
with  ten  or  72  fe//ows  in  the  back, 
full  of  suitcases,  a  rowboat  en  the 
top,  and  I  think  some  poor  presi- 
dent of  some  rubber  company  is 
going  to  get  a  letter  from  this 
guy   saying   the  tire  is  no  good." 


its  tire  division.  Tires  accounted  for 
almost  50%  of  sales  and  returned  prac- 
tically nothing.  "We  figured,"  says 
Vila,  a  big,  burly,  deliberate  man, 
"that  in  1962  we  were  about  a  dollar 
high  compared  with  our  competition 
in  cost  per  tire."  Theoretically,  Vila 
could  have  scrapped  the  tire  business 
and  centered  on  the  company's  more 
profitable  chemical,  plastic,  mechan- 
ical, rubber  goods  and  consumer  pro- 
ducts. But  this  would  have  gutted 
the  corporation,  not  only  of  sales,  but 
of  a  use  for  a  significant  part  of  its 
textile  and  chemical  products. 

Instead,  Vila  began  pouring  $350 
million  into  modernizing  the  compa- 
ny's tire-making  facilities — and  more 
than  $1  million  more  into  changing 
the  company's  69-year-old  name  into 


the  less  provocative  Uniroyal.  At  the 
same  time  he  took  steps  to  upgrade 
the  company's  product. 

"There  was  a  period  in  the  late 
Fifties  when  the  tire  division  had  a 
tendency  to  move  into  some  new 
developments  too  fast,"  Vila  says. 
The  tires  began  getting  a  bad  repu- 
tation. "The  first  thing  we  had  to  do 
was  make  strict  rules  to  make  sure 
our  tires  were  completely  tested." 
Vila  built  a  test  track  outside  Laredo, 
"Tex.,  and  notified  research  to  resist 
being  stampeded  by  the  sales  depart- 
ment's desire  for  new  products. 

Building  Retail  Outlets 

The  distribution  system  was  another 
problem.  Since  U.S.  Rubber  was  sell- 
ing almost  its  entire  output  to  General 
Motors,  it  didn't  have  much  of  a  dis- 
tribution system.  To  get  into  the  most 
profitable  part  of  the  market,  replace- 
ment tires,  Vila  accelerated  the  retail 
store  building  program.  It  will  take 
Uniroyal  a  long  time  to  catch  up 
with  Goodyear  (1,100  stores)  or  Fire- 
stone (1,000  stores),  but  the  com- 
pany has  come  far  in  adding  300 
stores  to  the  50  it  started  with  in 
1960.  General  Motors  still  is  Uni- 
royal's  biggest  customer,  but  the  com- 
pany is  also  now  a  supplier  to  Ford. 
Vila  claims  that  an  equal  three-way 
split  among  the  low-profit,  but  highly 
reliable  original  equipment,  the  re- 
placement and  the  private-line  busi- 
nesses is  the  best  possible  mix  for 
Uniroyal. 

Vila  knows  that  Uniroyal  has  far 
to  go  to  realize  its  potential.  He  has 
scheduled  $600  million  for  capital 
expenditures  in  the  next  five  years, 
with  half  going  to  tires.  The  other  half 
of  the  investment  will  be  divided 
among  the  other  three  divisions,  with 
a  large  part  going  to  chemicals. 

As  Vila  knows,  improvement  is  a 
slow  business.  Yet  his  success  in  get- 
ting into  the  race  with  Firestone  and 
Goodyear  is  beginning  to  show.  Uni- 
royal's  sales  last  year  were  up  35%  to 
$1.3  billion  from  1961,  when  he  took 
over;  earnings  were  up  22%  from  $27 
million  to  $33  million,  from  $1.89  to 
$2.25  per  share.  In  the  last  nonstrike 
year,  1966,  the  company's  12%  return 
on  common  equity  was  only  one  point 
below  Firestone's  13%.  Uniroyal  still 
is  the  least  profitable  of  the  four  tire- 
makers,  but  its  improvement  in  the 
four  years  ended  in  1966  is  bettered 
only  by  Goodrich.  In  those  years,  Uni- 
royal's  profit  margin  went  from  2.5% 
to  3.4%;  Firestone's  from  5.1%  to  : 
5.6%.  This  year,  Uniroyal's  nine-month 
improvement  over  1966  is  19%,  and 
Vila  already  predicts  1968  earnings 
will  be  up  27%  from  1966  on  $1.4  I 
billion  in  sales.  ■ 
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It  can  be  a  small  way  of  paying  yourself  back 
for  all  the  years  of  struggle  it  took  to  get  where  you  are, 


Bad  News  Can  Mean  Good  Growth 

Philip  Morris  has  prospered  not  in  spite  of  but  because  of  the  cigarette-cancer  scare. 


It  has  been  over  ten  years  since  cig- 
arettes were  first  accused  of  causing 
lung  cancer.  Since  then  cigarettes  have 
also  been  accused  of  contributing  to 
heart  trouble,  emphysema  and  other 
diseases.  Last  month  it  was  an- 
nounced that  cigarette  sales  have  ac- 
tually declined  for  the  first  time  in 
many  years.  Such  cigarette  giants  as 
RJ.  Reynolds  Tobacco  blamed  the 
health  scare,  and  admitted  that  the 
burden  of  proof  is  now  on  the  tobacco 
industry. 

All  this  has  been  bad  for  tobacco 
companies.  Or  has  it?  Philip  Morris, 
Inc.  has  been  able  to  adopt  its  mar- 
keting strategy  to  the  new  situation. 
The  reason:  Unless  provoked  to  do 
otherwise,  people  tend  to  continue 
buying  the  same  brand  of  cigarette  for 
a  lifetime.  The  health  scare  was  such 
a  provocation.  It  sent  smokers  who  had 
been  firmly  committed  to  an  estab- 
lished brand  scurrying  for  long  cigar- 
ettes, filtered  cigarettes,  menthol  cig- 
arettes and  the  "less  tar"  cigarette  of 
the  week.  "The  filter  revolution  caused 
more  switching,"  says  Ross  R.  Mill- 
hiser,  president  of  Philip  Morris, 
U.S.A.,  "than  all  of  the  cigarette  man- 
ufacturers with  all  of  their  money 
could  have  induced." 

A  Big  Opening 

The  switching  has  actually  enabled 
an  also-ran  in  the  old  days  to  have 
doubled  sales  in  the  last  ten  years  and 
more  than  double  profits  per  share. 
Philip  Morris  ten  years  ago  was  sixth 
in  the  industry.  Now  it  is  fourth.  It 
is  fast  becoming  a  $1  -billion  company 
and  is  growing  nine  times  as  fast  as  the 
industry  and  twice  as  fast  as  any  of  its 
competitors.  Diversification,  now  ac- 
counting  for  17%  of  sales,  helped. 
Hut  gains  in  cigarette  sales  were  far 
more  important.  Cigarettes  account 
for  83%  of  Philip  Morris'  sales.  Of 
Philip  Morris'  cigarette  sales,  90%  are 
in  brands  that  did  not  exist  ten  years 
ago. 

With  the  cost  of  introducing  a  new 
brand  running  at  about  $6  million,  it 
would  seem  that  the  bi«  producers 
could  overwhelm  a  company  like 
Philip  Morris,  whose  earnings  five 
years  ago  were  running  at  about 
million,  only  a  small  Fraction  of  those 
of  the  leading  prod. 
what    Reynolds    and  have 

tried    to    do.    Hoth    com     :iies    have 
been    introducing    sevei 
year    the   last    few   years,    compared 
with  only  one  brand  a  yeai  -rage 

for  Philip    Morris.    Hut  Philip   Morris 


is  trying  to  concentrate  on  having 
one  big  brand  in  each  of  several  fields. 
"We  want  to  be  big  up  and  down  the 
line,  like  GM,"  says  Philip  Morris 
Chairman  Joseph  F.  Cullman. 

The  company's  first  big  filter  tri- 
umph came  over  ten  years  ago,  and 
it  came  without  the  introduction  of 
a  new  brand.  At  that  time  it  was 
well  known  that  most  men  smokers 
felt  they  ought  to  switch  to  filter 
cigarettes.  Reynolds'  Winston,  which 
had  been  introduced  a  few  years  be- 
fore, was  making  remarkable  gains  in 
the  market. 

However,  Philip  Morris  saw  an 
opening.  It  realized  that,  for  all  their 
feelings  of  fear,  many  male  smokers 
couldn't  see  themselves  as  filter 
smokers. 

Philip  Morris  at  that  time  had  a 
filter  cigarette  called  Marlboro.  It  had 
one  attraction,  a  flip-top  box,  but  it 
had  a  feminine  "sissy"  image,  like  all 
filters.  Philip  Morris  reasoned  that  it 
could  hook  a  great  number  of  heavy 


Instant  Identification.  That's 
what  a  brand  like  Marlboro 
has  when  a  60-second  com- 
mercial can  run  without 
mentioning  the  product  for 
the  first  40  seconds  of  its 
duration.  So  successful  is  the 
product  that  its  onetime 
brand  manager,  Ross  Mill- 
hiser,  is  now  president  of 
Philip  Morris,  U.S.A. 


smokers  with  a  filter  that  had  a  mas-- 
culine  image.  So  it  plunged  heavily 
with  TV  commercials  prepared  by 
LeoJBumett  depicting  lean,  virile  cow- 
boys busting  broncos  and  lighting  up 
Marlboros.  This  evolved  later  into  the 
-suggestion  of  a  whole  way  of  life,  the 
way  of  life  in  "Marlboro  country." 

Marlboro  never  caught  up  with 
Winston,  but  by  1966  it  had  over- 
taken Kent  for  the  No.  Two  place 
among  filters,  the  fastest-growing  class 
of  cigarettes. 

Since  then  the  company  has  al- 
lowed its  brand  managers  to  spend 
80%  of  their  ad  budgets  on  TV.  In- 
dustry sources  estimate  that  Reynolds 
and  American  spend  a  far  smaller  per- 
centage of  their  budgets  on  TV.. 

Another  lesson  was  that  a  good 
idea  could  result  in  quick  sales.  Philip 
Morris  in  1958  repackaged  Parliament, 
the  first  cigarette  with  a  recessed  filter. 
The  recessed  filter  was  designed  for 
fastidious  people  who  preferred  to  be 
one  step  removed  from  the  cigarette. 
It  became  Philip  Morris'  third-largest 
seller,  with  2%  of  the  market.  That 
2%  doesn't  sound  like  much,  but  it's 
worth  over  $200  million  in  sales. 

Unusual  Sophistication 

Two  years  ago  Philip  Morris  intro- 
duced Benson  &  Hedges,  its  100- 
millimeter,  extra-long  cigarette.  Pro- 
moted by  an  unusually  sophisticated 
TV  campaign  prepared  by  Wells,  Rich 
&  Greene  in  which  smokers  trying 
Benson  &  Hedges  cigarettes  would  set 
fire  to  their  friends'  beards,  snap  off 
the  cigarette  end  in  their  lighters,  and 
catch  the  cigarette  in  closing  elevator 
doors,  the  new  cigarette  quickly  took 
2%  of  the  market,  worth  another  $200 
million  in  sales  for  Philip  Morris. 

Philip  Morris  has  also  hit  it  big 
overseas.  Before  1960  most  U.S. 
tobacco  companies  ignored  the  foreign 
market.  But  Philip  Morris  had  origi- 
nally been  an  English  cigarette,  and 
the  company  has  had  several  interna- 
tional-minded executives.  In  1961 
Philip  Morris  began  a  major  effort 
abroad.  Sales  in  the  following  six 
years  almost  doubled,  and  last  year 
they  were  up  17%.  More  important, 
the  company  figures  that  it  now  has 
several  years'  lead  abroad  over  other 
major  producers. 

The  last  ten  years  haven't  been  all 
successes.  In  1957  Philip  Morris  be- 
came the  first  tobacco  company  to 
actively  diversify  outside  of  tobacco, 
and  the  results  have  been  poorer  than 
expected.  The  diversification  concept 


FORBES.  NOVEMBER  15,  1968 


vi  as  based  on  the  principle  that  a  cig- 
arette company  could  use  its  market- 
ing knowhow  to  sell  other  products. 
Philip  Morris  bought  out  such  in- 
dustrial companies  as  Milprint,  a 
packaging  producer.  Xicolet  Paper, 
ft  food  industry  supplier,  and  Poly- 
mer Industries,  a  manufacturer  of  in- 
dustrial adhesives  and  textile  chemi- 
cals. Philip  Morris  su  s  that  these 
companies  are  successful  but  too  small 
to  make  much  of  a  difference  in  over- 
all company  results. 

The  company  has  also  made  non- 
industrial,  non-tobacco  acquisitions, 
such  as  consumer-oriented  American 
Safety  Razor  Co. 

But  after  a  great  success  with  ASR 
following  its  I960  acquisition,  Philip 
Morris  couldn't  keep  up  the  growth. 
ASR's  Personna  in  the  Sixties  be- 
came the  first  U.S. -produced  stain- 
less Steel  blade,  and  it  captured  14V 
ot  the  market.  Rut  Gillette  counter- 
attacked with  its  own  stainless,  and 
ASR's  share  at  present  it  still  only 
about  14%.  Today,  ASR  accounts  tor 
probably  less  than  LOS  ot  Philip  Mor- 
ris' total  sales. 

Nowhere  to  Go 

The  problem  is  that  the  U.S.  to- 
bacco industry  is  a  more  than  Sfi- 
billion  market.  There  is  no  business 
large  enough  for  tobacco  to  convert 
to  successfully.  Food  is  large  enough, 
but  it  is  not  that  profitable.  All  told 
Philip  Morris'  non-industrial,  non-to- 
baCCO  Ventures  still  contribute  less 
than  $100  million  in  sales. 

Therefore,  it  is  new  brands  that 
have  really  made  Philip  Morris  go  in 
the  1960s,  and  it  is  new  brands  that 
the  compan)  is  counting  on  for  the 
Seventies.  Indeed,  this  year  Philip 
Morris  has  come  up  with  another 
major  effort  in  another  new  brand. 

That  brand  is  Virginia  Slims,  made 
b\  a  division  of  Benson  &  Hedges  and 
designed  especially  for  women.  Its 
shape  is  extra  thin;  its  advertising 
pitch  is  that  "You've  come  a  long 
way,  Baby,"  that  is,  you've  become 
independent  of  men  to  the  extent  that 
you  now  have  your  own  brand. 

Nothing,  of  course,  guarantees  that 
Philip  Morris  will  continue  to  be  suc- 
cessful against  the  giants.  After  all, 
they  know  as  much  about  the  tobacco 
industry  as  Philip  Morris  does,  and  be- 
sides they  are  bigger  and  richer.  But 
at  least  the  health  scare  has  given 
Philip  Morris  a  chance,  and  will 
continue  to  give  it  further  chances. 
Philip  Morris  has  shown  that  what 
can  be  bad  for  an  industry  may  be 
very  good  for  a  middling-sized,  op- 
portunistic company  within  that  in- 
dustry— if  it  is  willing  to  try  some- 
thing new.  ■ 


growth  companies  moving 
up  make  this  city  one  of  the 
fastest-growing  in  America. 


find  out  why. 


This  handsome  new  60-page  brochure 
tells  about  Colorado's  Front  Range  of 
Science  and  Technology — the  150-mile 
span  where  the  high  plains  meet  the 
Rockies. 

It  tells  you  why  Metro  Denver — the 
heart  of  this  Front  Range— is  one  of 
the  fastest-growing  cities  in  America. 

Companies  that  make  headlines  for 
dynamic  performance  have  moved 
here:  IBM,  Martin,  Honeywell, 
Hewlett-Packard,  Sundstrand,  Ampex, 
Litton,  Bendix. 

Companies  that  began  here  have 
grown  into  industry  leaders:  Samso- 
nite,  Gates  Rubber,  Coors,  C.  A.  Nor- 
gren,  Ideal  Cement. 

One  reason  is  highly-educated,  sta- 
ble, productive  labor.  Another  is  the 
unrivaled  combination  of  great  climate, 
urbane  atmosphere,  and  magnificent 
recreation  that  puts  Metro  Denver  at 
the  top  of  the  list  as  a  place  to  live,  that 


makes  it  easy  to  recruit  the  special  skills. 

The  Front  Range  scientific  complex 
has  strong  universities,  the  National 
Bureau  of  Standards,  and  the  National 
Center  for  Atmospheric  Research 
among  more  than  a  hundred  research 
installations. 

And  there's  fast,  economical  trans- 
portation that  serves  every  market  in 
America  easily  and  efficiently.  Plus  low 
building  costs,  abundant  energy  and 
water,  and  business-oriented  commu- 
nity attitudes. 

MOVING  UPP—U  you're  interested  in  a 
new  plant  site,  research  facility,  ad- 
ministrative headquarters  or  distribu- 
tion center,  send  today  for  this  new 
brochure.  All  inquiries  confidential. 
Write  Manager,  Forward  Metro 
Denver,  Dept.  227,  1301  Welton  St., 
Denver,  Colorado  80204.  Phone  (303) 
534-3211. 
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The  Concept  of  Rapid-American  Corporatio 


The  underlying  reason  for  the  structure  of  Rapid-American, 

as  depicted  in  the  chart  opposite,  is  to  provide  the  company 

with  a  basis  for  both  the  participation  in  and  control  of  a  large  enterprise. 

Through  these  channels  of  ownership  and  control,  Rapid-American 

derives  the  potential  for  very  significant  growth. 


( 


Wholly-Owned  Operations.  The  Cor- 
poration employed  four  criteria  in 
the  acquisition  of  its  operating  divi- 
sions, Joseph  H.  Cohen  &  Sons  and 
Leeds  Travelwear,  Inc.  The  first  cri- 
terion is  that  the  business  must  have 
competent  operating  management  in 
depth  so  that  it  can  function  auton- 
omously; Rapid-American  provides 
policy  and  financial  guidance  to  its 
operating  divisions.  The  second  cri- 
terion is  that  the  business  must  manu- 
facture consumer  products  for  which 
there  is  broad-based  and  continuing 
demand.  The  third  criterion  is  that 
the  operation  must  have  substantial 
growth  potential.  The  fourth  is  that 
the  business  must  have  a  strong  lead- 
ership position  in  its  industry,  thus  as- 
suring stability  and  "staying  power." 

Joseph  H.  Cohen  &  Sons  and  Leeds 
Travelwear  both  have  several  levels 
of  excellent,  experienced  manage- 
ment. Joseph  H.  Cohen,  one  of  the 
country's  largest  manufacturers  of 
men's  apparel,  has  grown  steadily 
through  the  years,  has  not  been  sub- 
ject to  major  cyclical  fluctuations,  and 
is  obtaining  an  increasing  share  of 
both  the  traditional  men's  apparel 
market  and  the  growing  market  for 
apparel  for  special  occasions  and 
leisure. 

Leeds  Travelwear  is  one  of  the 
largest  luggage  manufacturers  in  the 


country  and  is  the  largest  producer 
in  the  lightweight  zippered  luggage 
category.  It  has  a  solid  growth  record 
and  expects  to  increase  its  share  of  the 
over-all  luggage  market  which  is 
growing  rapidly,  spurred  by  increas- 
ing interest  in  travel  and  recreational 
activities. 

McCrory  Corporation.  Through  its 
control  of  McCrory  Corporation, 
Rapid-American  participates  in  the 
stability  and  growth  of  one  of  the 
country's  major  retailing  concerns. 

Two  of  the  five  operating  units  of 
McCrory,  Lerner  Shops  and  Otasco- 
Economy  Auto  Stores,  are  50-year-old 
businesses  which  have  grown  steadily 
throughout  their  history.  By  virtue  of 
a  three-year  rebuilding  program  at 
the  McCrory -McLellan- Green  divi- 
sion this  entity  achieved  in  1967  the 
level  of  stability  and  growth  repre- 
sented by  Lerner  Shops  and  Otasco- 
Economy  Auto  Stores.  McCrory's  very 
excellent  management  is  now  in  the 
midst  of  rebuilding  two  of  the  most 
recent  McCrory  acquisitions— S.  Klein 
Department  Stores  and  Best  &  Co. 
McCrory  is  planning  substantial 
growth  during  the  next  five  years,  the 
bulk  of  which  is  slated  to  come  from 
the  expansion  of  S.  Klein  Department 
Stores. 

Glen  Alden  Investment.  One  step 
further  removed   in   structure   from 


Rapid-American  is  Glen  Alden  Coj 
poration.  Through  its  investment  ij 
Glen  Alden,  McCrory  is  able  to  achievi 
diversification.  Glen  Alden  include 
among  its  operations:  a  Textile  Divii 
sion;  RKO-Stanley  Warner  Theatres  " 
Philip  Carey  Corporation,  produce 
of  building  materials;  B.V.D.  Com 
pany,  manufacturer  of  wearing  ap    M 
parel  and  operator  of  retail  stores 
International  Playtex  Division,  manu  | k 
facturer  of  "Playtex"  foundation  gar 
ments  and  other  products;  and  Schen- 
ley  Industries,  Inc.,  producer  and  dis 
tributor  of  distilled  spirits  and  wines 

Rapid-American  Family  of  Com  - 
panies.  Many  shareholders  and  mem 
bers  of  the  financial  community  have 
shown  interest  in  how  the  Rapid- 
American  management  keeps  track  oi 
its  vast  family  of  companies.  First,  as 
indicated  earlier,  the  emphasis  in  all 
companies  in  which  Rapid-American 
has  a  direct  or  indirect  financial  in- 
vestment is  to  build  a  capable  man- 
agement team  to  operate  the  business. 
Second,  Rapid-American's  top  execu- 
tive group  is  in  continuous  contact  ; 
with  the  decision-making  teams  in 
all  operations,  thus  keeping  current 
with  all  affairs. 

Finally,  Home  Office,  through  its 
financial  guidance  of  its  family  of 
companies,  keeps  all  major  projects 
under  careful  scrutiny. 


Executive  Offices:  711  Fifth  Avenue,  New  York,  N.Y.  10022 
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RAPID-AMERICAN  CORPORATION 


Parent  Company;  listed  on  New  York  Stock  Exchange 


JOSEPH  H.  COHEN  &  SONS 


One  of  the   largest   manufacturers 
in  the  U  S  of  men's  tailored  apparel 


McCRORY  CORPORATION 


52%  owned  by  Rapid-American 


Retail   complex  with   some    1400 

stores;  listed  on  the  New  York 

Stock  Exchange 


McCRORY 

McLELLAN  GREEN 


One   of    the    largest    and 

oldest  variety  store 

chains;    operates    580 

stores 


S.  KLEIN 


Operates  13  full  line  de- 
partment  stores   in   New 
York   and    mid-Atlantic 
states 


LEEDS  TRAVELWEAR 


A  leading  manufacturer  of  luggage 
and  sporting  goods  items 


LERNER  SHOPS 

61%  owned  by  McCrory 


Largest  chain  of  exclu- 
sively women's  and  chil- 
dren's apparel;  370  stores; 
listed  on  the  American 
Stock  Exchange 


OTASCO- 
ECONOMY  AUTO 


Has  465  stores  in  south/ 
southwest;  auto  products, 
appliances,  housewares 


BEST  &  CO. 


Operates    famous    Fifth 

Avenue    store    in    New 

York  City  and  15  branch 

stores 


N  ALDEN  CORPORATION 


u  S%  of  common  ilocl 
by  McCrory 


A   diversified   company;    listed   on 
the    New    York    Stock    Exchange 


TEXTILE  DIVISION 


Operates  cotton  mills 
and  manufactures  ap- 
parel   and    industrial 

fabrics 


RKO 

STANLEY  WARNER 

THEATRES 


Operates  132  theatres 
in  95  cities 


PHILIP  CAREY 


Manufacturer  of  building 
materials  for  housing  and 
commercial    construction 


B.V.D.  COMPANY 


Diversified    soft    goods 
manufacturer;  also  oper- 
ates   220    men's    apparel 
stores 


INTERNATIONAL 
PLAYTEX 


Manufactures   foundation 

garments    and    family 

products 


SCHENLEY 
INDUSTRIES,  INC. 

86%  owned  by 
Glen  Aldon 


Producer,  importer  and 
distributor  of  distilled 
spirits  and  wines;  listed 
on  the  New  York  Stock 
Exchange 


Rapid-American  1967  Consolidated  Sales:  $873,000,000 

Glen  Alden  1967  Consolidated  Revenues:  $538,000,000 

Schenley  1967  Consolidated  Sales:  $520,000,000 
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agnetic  strips 
akes  in  your  accounts. 

NCR  invented  them. 


Small  magnetic  strips  on  the  back  of  account  cards  store  figures  for  electronic  pick-up  and  processing. 


The  same  kind  of  ingenuity  created  the  world- 
famous  NCR  computers,  accounting  machines, 
cash  registers,  and  adding  machines. 


NCR 


THE  NATIONAL  CASH  REGISTER  CO  .  DAYTON  45409     ® 


Nuclear  Power:  Setback? 

Orders  for  nuclear  plants  to  generate  electricity  are  way  off.  Coal 
plants  have  made  a  comeback.  A  trend  or  a  temporary  condition? 


Only  two  years  ago,  orders  for  nu- 
clear plants  to  generate  electricity 
were  outstripping  those  for  fossil-fuel 
plants  (Forbes,  June  1,  1966).  The 
coal  industry  was  alarmed;  and  so 
were  the  railroads  that  haul  coal. 
Typical  was  the  reaction  of  S.  Lewis 
Jewell,  a  vice  president  of  Peahody 
Coal  Co.,  the  nation's  largest  in  terms 
of  tonnage:  "We  coal  people  had 
most  of  the  electric  utility  business  to 
ourselves.  Now  .  .  .  we're  in  a  horse 
race." 

The  race  is  not  yet  over,  of  course, 
but  coal  has  now  pulled  far  ahead  of 
nuclear  energy.  According  to  records 
of  the  Atomic  Energy  Commission, 
orders  for  nuclear  plants  (his  year  will 
drop  to  halt  ot  last  \  ear's.  In  1966  a 
full  539  ot  generating  capacity  an- 
nouncements was  for  nuclear-powered 
plants;  only  47  I  was  tor  plants  using 
fossil  fuel.  This  year,  the  AEC  esti- 
mates, the  nuclear  share  of  the  mar- 
ket will  he  around  37%;  the  fossil 
fuel  share.  633  Si  ■  (hart).  Many 
of  the  nation's  electric  utilities  are  hav- 
ing second  thoughts  about  nuclear 
plants 

There  are  two  basic  reasons: 

•  The  companies  that  build  these 
plants  and  the  equipment  for  them 
— including  Westinghouse,  General 
Electric.  Babcock  &  Wilcox  and  Com- 
bustion Engineering — have  been  fall- 
ing behind  in  their  schedules,  any- 
where from  six  months  to  a  year.  The 
utilities  cannot  alford  these  delays 
because  the  demand  for  electricity  is 
growing  even  beyond  what  they  had 
projected  two  years  ago. 

•  At  the  same  time  the  cost  of 
building  these  plants  has  staggered 
the  utilities.  They  had  been  led  to 
believe  it  would  be  about  $120  a  kilo- 
watt. Experience  shows  that  prices 
now  range  somewhere  between  $160 
dnd  $170.  The  ost  of  building  a 
fossil-fuel  plant  also  has  risen  in  the 
past  two  years,  hut  only  from  $100 
to  $110  a  kilowatt  to  between  $130 
and  $140.  When  a  utility  is  contem- 
plating a  plant  with  a  capacity  of, 
say,  750,000  kilowatts,  this  difference 
can  be  as  much  as  $25  million.  How- 
ever, there  are  savings  with  nuclear 
fuels. 

These  conditions  may  be  temporary. 
One  company  that  clearly  believes  in 
nuclear  energy  is  Gulf  Oil,  which 
bought  General  Atomics  from  General 
Dynamics,  and  is  planning  to  enter 
all  phases  of  the  nuclear  fuel  industry. 

Gulf  is  convinced  that  nuclear 
energy,   though  in   a  bad  way  right 


now,  still  has  a  great  future — perhaps 
a  decade  from  now;  and  it  has  the 
money  to  wait.  The  fact  remains, 
nevertheless,  that  in  1968  the  nuclear- 
energy  industry  has  continually  run 
into  problems. 

"Schedule-slipping  now  is  a  real 
problem,"  says  AEC  Commissioner 
James  T.  Ramey,  who  explains:  "After 
the  big  surge  in  1966  we  ran  into 
limiting  factors,  such  as  the  difficulty 
in  getting  enough  big  generators  fast 
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enough.  Then  there  were  problems 
with  the  pressure  vessels.  Utilities  are 
still  ordering  nuclear  plants,  but 
they're  more  selective  about  it." 

All  this  puts  a  squeeze  on  some 
utilities  with  a  line  of  nuclear  plants 
on  order.  It  also  puts  a  crimp  in  the 
high  expectations  of  the  nuclear-com- 
ponent manufacturers,  who  felt  the 
•  sky  was  the  limit  in  1966.  However, 
if  the  dropoff  in  nuclear  orders  this 
year  bothers  utilities  and  equipment 
manufacturers,  it  delights  the  sellers 
of  coal. 


"The  coal  people  should  be  able  to 
sell  a  lot  of  coal  now,"  says  J.  Harris 
Ward,  chairman  of  Chicago's  Com- 
monwealth Edison,  a  company  that 
has  invested  heavily  in  nuclear-power 
plants.  "Coal  is  needed  to  fill  the  gap." 
Commonwealth  Edison's  Dresden 
No.  Two  and  Dresden  No.  Three  nu- 
clear plants  are  both  being  held  up. 
"General  Electric  [the  nuclear  sup- 
plier] can't  get  deliveries  on  time 
from  its  subcontractors  for  the  pres- 
sure, vessels,"  says  Ward. 

To  fill  the  gap  Commonwealth  Edi- 
son is  turning  to  coal.  The  company- 
will  build  an  800,000-kilowatt  coal 
plant  in  downstate  Illinois  near  coal 
reserves  "where  we  have  options," 
Ward  says.  Because  a  coal  plant  also 
takes  time  to  build  (but  not  the  six 
years  or  more  that  an  atomic  plant 
now  does),  CE  also  is  buying  gas- 
turbine  "peaking"  generators  from 
General  Electric  and  Pratt  &  Whitney 
to  help  alleviate  peak  electricity  de- 
mands before  the  coal  and  nuclear 
plants  are  turned  on.  At  the  same 
time,  the  company  is  beefing  up  its 
transmission  lines  so  that  it  can  buy 
power  from  utilities  in  Canada,  Mich- 
igan and  Oklahoma. 

"You    Have   to    Conserve" 

Southern  California  Edison,  which 
has  turned  on  its  first  nuclear  plant 
at  San  Onofre,  is  worried  about  rising 
costs.  "We're  following  up  with  two 
big  coal  plants,"  says  Jack  K.  Hor- 
ton,  Southern  Cal's  president,  adding, 
"We'll  take  another  look  at  nuclear  in 
three  or  four  years  .  .  .  the  cost  for 
these  plants  has  gone  up  a  lot.  When 
you  have  $1  billion  to  spend  in  three 
years  for  all  types  of  plants,  you  have 
to  conserve." 

Southern  Cal's  coal-fired  plant  will 
be  installed  in  New  Mexico  with  coal 
coming  from  Utah  Construction  Co. 
and  in  Nevada  with  coal  coming  from 
Peabody  Coal  Co.'s  Black  Mesa  Ari- 
zona Reserves  via  a  slurry  pipeline 
(the  longest  in  the  world). 

Southern  Cal  has  also  bowed  out 
from  the  $750-million  Bolsa  Island 
nuclear  -  power  water  -  desalinization 
project.  The  Federal  Government  and 
the  city  of  Los  Angeles  were  supposed 
to  pool  efforts  to  build  the  huge  plant 
on  a  man-made  island.  But,  as  Horton 
says,  "The  cost  just  ran  away  from  us 
— the  final  estimate  was  70%  over  the 
original.  .  .  .  We  junked  the  project 
and  terminated  our  contracts."  This 
came  as  a  blow  to  hopes  for  other 
projects  for  places  such  as  the  heavily 
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ur  total  distribution  system 
loves  your  goods  directly 
d  your  customers. 


A  lot  of  Northern  Pacific  thinking  goes 
into  developing  new  concepts 
of  distribution. 

One  example  is  our  exclusive 
Big  Pasco  Plan,  which  cuts  distribution 
costs  in  the  Pacific  Northwest. 
Here's  how  it  works: 

Your  freight  moves  by  fast  NP  rail 
service  from  east  of  the  Rockies  to 
Pasco,  Washington. 

From  this  hub,  we  deliver  to  store  doors 
and  docks  in  475  Washington,  Oregon 
and  Idaho  communities.  By  rail,  piggyback 
or  our  own  trucks.  Whichever  is  best. 

We  do  this  at  published  distributive 
rates  which  can  save  you  11%  to  89% 
in  distribution  costs  over  other  methods. 
And  if  you  need  it,  in-transit  storage 
can  be  arranged,  too. 

For  a  free  detailed  booklet  on  the 
Big  Pasco  Plan,  contact  your  nearest 
NP  representative.  Or  write 
The  Big  Pasco  Plan,  Northern  Pacific 
Railway,  Central  Building, 
Seattle,  Washington  98104. 

This  is  the  way  to  run  a  railroad. 
The  way  we  run  the  Northern  Pacific. 


WERE  PU1UNG 


NORTHERN 


lized  East  Coast  area  between 
a  and  Washington,  where  power 
blackouts  and  water  shortages  have 
already  occurred. 

Adding  to  the  utilities'  and  nuclear 
manufacturers'  troubles  is  the  fact  that 
Americans  are  buying  electric  equip- 
ment like  air  conditioners  at  such  a 
tremendous  rate.  "Our  loads  in  Aug- 
ust were  way  up,"  says  Arthur  N. 
Anderson,  vice  president  in  charge  of 
engineering  for  New  York's  Consoli- 
dated Edison,  explaining  that  "the 
way  they  turned  air  conditioning  on 
this  summer  sent  our  nice  orderly 
load  predictions  right  out  the  win- 
dow." At  Con  Ed,  says  Anderson, 
construction  of  two  nuclear  plants  at 
Indian  Point  are  eight  months  or  more 
behind  schedule.  Both  are  turnkey 
plants  being  built,  engineered  and 
equipped  by  Westinghouse.  Con  Ed 
has  another  two  plants  on  order  from 
General  Electric  to  be  turned  on  in 
1974  and  1975. 

The  delays  have  led  Con  Ed  to 
join  with  Niagara  Mohawk  and  Cen- 
tral Hudson  "to  fill  the  gap"  with  a 
two-unit,  1.2-million-kilowatt  plant 
that  will  burn  oil  and  can  be  turned 
on  in  a  little  over  four  years. 

Faulty  Equipment 

Some  of  the  utilities  executives  pri- 
vately complain  that  the  nuclear- 
equipment  manufacturers  embarked 
on  a  heavy  selling  campaign  back  in 
1966  without  exactly  knowing  what 
they  were  able  to  do  about  deliveries, 
quality  con  hoi  and  costs.  The  worst 
example  can  be  found  at  Jersey  Cen- 


tral Power  &  Light's  Oyster  Creek 
No.  One  plant.  Says  a  Federal  Power 
Commissioner  engineer:  "The  GE  re- 
actors [for  Oyster  Creek]  have  been 
delayed  because  of  the  pressure  nozzle 
cracking."  The  vessel  has  been  re- 
paired and  has  passed  tests,  but  only 
after  many  months  of  costly  delays. 

"It  was  a  turnkey  plant,  and  we 
had  no  control,"  says  Jersey  Central's 
president,  William  H.  McElwain.  For 
the  company's  Oyster  Creek  No.  Two 
plant,  McElwain  says,  "We  changed 
from  GE  to  Babcock  &  Wilcox  and 
Westinghouse  because  of  pricing." 
Are  these  delays  part  of  the  utility's 
cost  problems?  "You  bet  they  are," 
says  McElwain. 

All  the  manufacturers,  however,  are 
having  some  troubles  trying  to  keep 
up  with  the  delivery  date  and  pricing 
problems  for  the  nuclear-plant  equip- 
ment. B&W  has  held  everybody  up 
with  troubles  it  is  having  at  its  new 
Mount  Vernon,  Ohio,  pressure-vessel 
plant.  Machine  tools  arrived  late,  there 
were  labor  troubles,  problems  with 
welders  and  new  production  pro- 
cedures that  haven't  been  debugged. 
Pressure  vessels  from  this  plant  have 
caused  an  11-month  delay  in  getting 
from  B&W  to  GE  for  Commonwealth 
Edison's  Dresden  No.  Two  plant. 

Westinghouse,  which  last  year 
claimed  to  be  the  "Hertz,  not  the 
Avis"  in  the  nuclear-plant  contract 
race  (this  year  GE  is  ahead), 
professes  not  to  be  worried  by  all  the 
fuss  over  delays  and  rising  costs.  Says 
John  W.  Simpson,  group  vice  presi- 
dent for  electrical  utilities:  "The  pres- 


ent looks  good,  the  future  looks 
better."  As  for  costs,  Simpson  says 
actual  nuclear  equipment  costs  haven't 
gone  up  so  much  and  fuel  costs  are 
actually  coming  down.  It's  the  cost 
of  construction,  he  maintains,  that 
hurts.  "These  plants  are  big  and  they  ' 
are  all  new  .  .  .  we  haven't  learned 
the  economies  of  installation  yet." 
Westinghouse  is  spending  $450  mil- 
lion in  new  electric  utility  production 
facilities,  with  the  bulk  going  into  nu- 
clear equipment  and  fuels. 

A  Note  of  Optimism 

"Sure,  orders  are  down  this  year," 
says  George  J.  Stathakis,  general  man- 
ager of  the  Atomic  Power  Equipment 
department  of  General  Electric. 
"But,"  he  says,  "you  shouldn't  pay 
so  much  attention  to  the  year  of  the 
order.  .  .  .  Look  at  the  delivery  years. 
Last  year  utilities  did  a  lot  of  ad- 
vanced ordering  for  long-term  de- 
livery." Stathakis  admits  his  company 
had  rough  problems  with  Jersey  Cen- 
tral's Oyster  Creek  plant — construc- 
tion delays,  equipment  delays.  As  for 
costs,  he  claims  a  lot  of  the  higher 
costs  come  from  construction  and  in- 
stallation at  these  enormous  plant 
sites.  Prices  for  nuclear  boilers  and 
fuels,  he  insists,  haven't  gone  up. 
"Certainly  on  some  of  the  earlier  jobs 
we  underestimated  the  cost,"  he  says. 
But  he  maintains  that  more  realistic 
delivery  dates  are  being  set  now. 

As  for  Westinghouse,  he  says,  the 
lead  changes  back  and  forth. 

Future  business?  "There  will  be 
plenty,"  says  Stathakis.  ■ 
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-ATOMIC  ACCIDENTS 


While  others  may  be  grumbling 
about  the  slowdown  in  orders  and 
construction  of  nuclear  power 
plants,  Philip  Sporn  insists  that  it's 
probably  the  best  thing  that  could 
happen  to  both  the  energy  indus- 
try and  the  nation.  Sporn,  former 
head  of  American  Electric  Power, 
is  the  71-year-old  dean  of  Ameri- 
can electric  utility  men.  Sporn 
worries  about  safety.  "We  ought  to 
slow  down,"  he  says.  "We  ought  to 
begin  to  get  some  experience  out 
of  these  ordered  before  we  go 
ahead  with  more.  W<  don't  have 
any  atomic  power  in  pi  ration;  it's 
practically  than 

10,000  megawal  hat 

we  have  is  nothing 
ordered  is  a  great  dea  1  to 

gel    that   going  ami    to 
experience.  In  atomic  ma 
ought  not  to  rush." 

Sporn  says  rushing  to  build 
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operate  atomic  plants  may  lead  to 
insufficient  quality  assurance  pro- 
grams, including  inspection  and 
testing.  "We  rushed  into  the  Apollo 
program  and  incinerated  three 
astronauts,"  Sporn  says.  "Then  we 
took  some  time  out  and  really  did 
an  engineering  job  and  had  a  suc- 
cessful demonstration  of  Apollo  7. 


We're  going  to  have  some  acci- 
dents with  atomic  plants.  We  don't 
want  to  have  any.  None  of  us  in 
the  business  does.  But  we're  going 
to.  Let's  get  our  experience  and 
have  our  accidents  now  before  we 
take  more  chances  with  more 
plants."  After  86  years  of  operating 
fossil-fuel  plants,  the  industry  still 
has  accidents,  he  says.  "But  we 
know  how  to  handle  these." 

Sporn's  go-slow  attitude  doesn't 
mean  he's  pessimistic  about  the 
future  of  nuclear  power.  On  the 
contrary,  he  thinks  95$  of  the 
nation's  electricity  will  be  gen- 
erated by  nuclear  power  by  2065. 
But  first,  the  utilities  must  get 
some  nuclear  experience.  That, 
Sporn  estimates,  will  come  about 
100  reactor  years  from  now  when 
the  nation  has  100  reactors  all 
operating  for  at  least  a  year — 
maybe  in  the  mid-1980s. 
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Third  Choice.  Corporations 
plan  elaborately,  but,  says 
Phillips  Petroleum  Chairman 
Bill  Keeler  (above),  "What  you 
really  do  is  take  the  opportuni- 
ties when  you  can."  Take 
Phillips'  attempts  to  buy  into 
the  west-coast  gasoline  mar- 
ket. "We  almost  had  a  deal 
with  Union  Oil  [in  1963],  but 
it  fell  through.  Then  we  tried 
to  buy  Richfield  Oil  [in  1965], 
but  Atlantic  bought  it.  Then 
we  had  a  chance  to  buy  Tide- 
water's operations  [in  1966 
for  $387  million]  and  we 
took  it."  But  the  third  choice 
was  a  marginal  operation. 
Says  Phillips  President  John 
M.  Houchin:  "We  thought  it 
would  take  five  years  to  get 
it  reasonably  profitable."  He 
says  Tidewater's  progress  is 
right  on  schedule  but  for  one 
major  obstacle— the  "disas- 
trous price  wars"  that  have 
plagued  the  Los  Angeles  area 
ever     since     the     acquisition. 


Back  to  the  Well 

Phillips  Petroleum,  all  out  to  create  new  markets, 
neglected  to  develop  oil  and  gas  sources  to  match. 
Chairman  Keeler's  job  is  to  restore    the   balance. 


Businessmen  take  it  for  granted  that 
their  companies  must  respond  to 
changed  conditions.  But  a  searing  ex- 
perience can  make  a  company  over- 
respond.  That's  what  happened  to 
Phillips  Petroleum  Co.  of  Bartles- 
ville,  Okla.,  one  of  the  bigger  (1967 
sales,  SI. 98  billion)  of  die  so-called 
domestic  oil  companies. 

"Phillips  originally  was  just  a  pro- 
ducer of  crude  oil  and  natural  gas 
liquids,"  relates  Chairman  William 
W.  Keeler.  "We  had  two  big  cus- 
tomers— Standard  Oil  of  Indiana  and 
Standard  Oil  of  New  Jersey.  One  fine 
day  back  in  the  Twenties  those  cus- 
tomers told  us  they  didn't  need  our 
raw  materials  any  more.  That  forced 
us  into  marketing.  Having  had  that 
real,  emotional  experience,  we  have 
been  conscious  all  the  time  since  of 
keeping  those  markets  ahead  of  pro- 
duction. That  psychology  was  so 
strong  that  we  passed  a  peak  and  I 
don't  think  we  really  recognized  it." 

Keeler  isn't  faulting  past  manage- 


ment decisions,  not  by  a  long  shot. 
This  market-oriented  philosophy  was 
responsible  for  putting  Phillips  gas- 
oline stations  in  all  50  states.  It  was 
responsible  for  Phillips  developing 
chemicals  products  from  its  oil  and 
gas  to  the  tune  of  some  20%  of  sales 
and,  probably,  about  the  same  in 
profits.  It  was  responsible  for  Phillips 
going  overseas  20  years  ago.  Market- 
ing took  such  precedence  that  by  the 
late  Forties  Phillips  no  longer  had 
too  much  crude  on  its  hands.  Instead, 
it  had  to  start  buying  crude  to  run 
through  its  refineries  and  has  been 
a  deficit  refiner  ever  since. 

Phillips  continued  to  look  for  more 
oil,  of  course,  but  it  tended  to  drill 
as  widely  as  possible  rather  than  to 
develop  discoveries  already  made. 
When  Keeler,  60,  became  chief  ex- 
ecutive officer  in  July  1967  this  all 
changed.  "Now  we're  emphasizing 
the  development  of  everything  that 
we  know  has  a  definite  possibility  of 
increasing   earnings,"   he   says.    "The 


"Our  Company."  Phillips  Petroleum  thinks  it's  good  business  to  give 
nationals  a  share  in  its  overseas  companies.  "As  a  result,"  says  Chairman 
Bill  Keeler,  "we're  not  having  the  difficulties  some  companies  are."  In  Egypt, 
where  Phillips  is  prospecting  (above),  the  1967  Arab-Israeli  war  only 
stopped  the  company's  jointly  owned  operations  for  six  days.  "They  talk 
about  'our  company'  and  not  about  'louses  from  the  U.S.,' "  says  Keeler, 
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^V&nt  to  know  where  to  go 
to  make  your  fortune  ?J^ 


Read  all  about  it*  Free* 


HVM| 

Sir 

M 

"THE.  INOOStsW 

11  /SSH 

Send  for  our  brochure,  "The 
Industrial  Southeast."  Tells  you 
about  our  six-state  territory 
(Alabama,  Georgia,  Florida,  the 
Carolinas,  and  Virginia)  and  about 
the  site  selection  services  of  our 
development  staff. 
Address:  Philip  J.  Lee, 
Vice  President,  Traffic,   , 
Seaboard  Coast  Line 
Rail  road,  Jacksonvi  \\Q,Hti°LiNB 
Florida  32202.  railroad 


WE  HELP  COMPANIES 


THROUGH  MERGERS  &  OTHER  MEANS. 


TESSEL,  PATURICK  &  QSTRA  MEMBERS:  NEW  YORK  AND 

AMERICAN  STOCK  EXCHANG,  \    51  ;  HO  AD  WAY,  NEW  YORK,  N.Y. 


return  on  manufacturing  and  market- 
ing petroleum  products  isn't  the  most 
lucrative  end  of  the  oil  business.  The 
most  lucrative  end  is  to  have  tha,t 
raw  material  and  produce  it."  Keeler 
certainly  doesn't  lack  the  opportuni- 
ties to  increase  production. 

Around  the   World 

PhiUips  and  Mobil  Oil  have  94,000 
acres  on  Alaska's  North  Slope,  where 
Jersey  Standard  and  Atlantic  Rich- 
field recently  made  a  major  find. 
Phillips  has  gas  in  Alaska's  Cook 
Inlet  and  in  the  North  Sea.  It  recently 
found  liquid  hydrocarbons — used  in 
any  number  of  chemicals — in  the 
Gulf  of  Papua,  off  Australian  New 
Guinea.  "We  have  a  concession  in 
Egypt  just  about  the  size  of  Okla- 
homa," adds  Keeler,  "but  we  have 
drilled  just  a  handful  of  wells  so  far." 

One  of  the  first  payouts  from 
Keeler's  "do  it  now"  policy  will  be 
the  delivery  starting  next  July  of 
liquefied  natural  gas  from  Cook  In- 
let to  Tokyo  Gas  Co.  and  Tokyo 
Electric  Power  Co.  It  cost  Phillips 
$120  million  to  bring  this  gas  to 
market,  but  Keeler  thinks  it  will  be 
well  worth  it.  He  has  15-year  con- 
tracts with  the  two  Japanese  utilities 
for  140  million  cubic  feet  of  gas  a 
day,  which  he  figures  could  grow  four 
to  six  times  as  Japanese  industry  turns 
to  gas  fuel  to  fight  air  pollution. 

Phillips'  policy  change  has  shaken 
some  competitors.  Last  March  Phil- 
lips quickly  negotiated  a  deal  to  sell 
its  North  Sea  gas  to  the  British  Gas 
Council  at  a  price  competitors  hadn't 
been  willing  to  settle  for.  "We  got  a 
good  price  that  can  stand  public- 
scrutiny,"  says  Keeler.  "The  other 
companies  wanted  us  to  hold  out  for 
a  better  price.  But  Phillips  is  not  go- 
ing to  hold  on  another  five  years; 
we're  going  to  market  our  gas." 

The  company's  new  philosophy 
could  bring  a  still  more  pervasive 
change.  In  looking  for  oil  and  gas. 
Phillips  has  often  found  minerals  it 
simply  didn't  know  what  to  do  with. 
Keeler  wants  to  use  them  all.  "Our 
problem  is  how  to  turn  these  ma- 
terials into  dough,  regardless  of  what 
they  are,"  he  says.  "We're  not  going 
to  have  reserves  and  let  them  languish 
in  the  ground.  We've  found  iron,  cop- 
per, sulphur,  gold,  phosphate,  silver, 
trona  for  soda  ash."  Obviously  this 
gives  Phillips  plenty  of  chances  to 
get  into  new  businesses. 

It  also  gives  one  group  of  employ- 
ees a  new  chance  to  show  what  they 
can  do.  Says  Keeler,  "It's  putting  a 
whole  new  life  into  our  minerals 
group.  They're  running  around  like 
a  bunch  of  turpentined  cats,  because 
they  can  see  that  the  company  is  in 


64 


FORBES,  NOVEMBER  15,  1968 


back  of  them.   And  we   are." 

The  prospects  are  extensive  enough 
so  that  Phillips  itself  may  not  be  able 
to  exploit  all  of  them.  "It  may  be 
that  we'll  want  to  have  others  join 
us,"  he  says.  "We  found  a  lot  of  gas 
in  Mississippi,  but  it  was  90%  sulphur. 
So  we  worked  out  a  deal  with  Pan 
American  Sulphur.  They  acquired  a 
half  interest  and  we  got  our  develop- 
ment costs  back  right  there.  I  think 
you'll  see  more  and  more  of  this.'' 

Phillips  can  certainly  use  new 
sources  of  income.  In  Forbes'  latest 
Annual  Report  on  American  Industry 
(Jan.  1),  Phillips  was  near  the  bot- 
tom of  the  domestic  oil  companies 
in  profit  growth.  And  while  it  ranked 
about  midway  in  over-all  profitabil- 
ity, its  five-year  average  return  on 
equity  of  LOS  was  below  the  industry 
median  of  11.5%. 

A  big  factor  behind  these  low 
figures  is  the  company's  crude  de- 
ficiency— it  now  produces  only  about 
60%  of  its  needs.  With  Phillips'  mar- 
kets continuing  to  grow,  it's  unlikely 
that  it  could  ever  become  crude- 
sufficient  on  its  own.  Keeler  doesn't 
hide  the  fact  that  he'd  like  to  reach 
that  goal  by  an  acquisition.  "It's  pos- 
sible,'' he  says.  "Here  are  Superior 
and  Amerada,  which  don't  have  man- 
ufacturing. When  crude  prices  are  up, 
they  make  a  lot  of  money.  But  they 
can  also  get  themselves  in  the  posi- 
tion Phillips  once  was  in." 

Bad  Year 

Phillips  has  some  current  problems 
too,  problems  that  knocked  nine- 
month  operating  earnings  down  18% 
179  a  share  and  that  will  push 
1968  earnings  below  last  year's  $4.74  a 
share,  the  first  dip  in  six  years.  Sur- 
pluses of  propane  and  fertilizer  are 
hurting  two  of  Phillips'  big  markets. 
For  example,  the  price  of  anhydrous 
ammonia,  a  major  fertilizer  ingredi- 
ent, has  tumbled  33%  since  last  year. 
Equipment  trouble  and  restricted 
supplies  of  raw  materials  delayed 
progress  at  a  75%-owned  chemicals 
plant  in  Puerto  Rico  (the  Puerto 
Rican  government  owns  the  rest).  "We 
had  expected  to  make  quite  a  bit  of 
money  down  there  this  year,  but  we're 
making  very  little,"  says  Keeler.  He 
also  had  expected  earnings  this  year 
from  Nigeria.  "We  had  the  wells  and 
the  pipe  ready  to  go,  but  couldn't 
because  of  the  civil  war  there." 

All  these  are  more  or  less  normal 
oil  company  problems  that  will  be 
worked  out  in  time.  Bill  Keeler's  big 
job  is  to  start  correcting  a  historic 
imbalance  at  Phillips.  "We  overshot 
the  landing  field  in  building  mar- 
kets," he  says.  "Now  we  have  to  go 
back  and  develop  the  reserves."  ■ 
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Have  you  considered 
these  five  advantages 
of  leasing  one  of 
Lincoln-Mercury's 
beautiful  cars? 


Marquis  Colony  Park 


«3£*  Leasing  your  car  the  Lincoln-Mercury  way  can  free  your  working 
capital  for  other  purposes. 

■X*  Leasing  the  Lincoln-Mercury  way  can  free  you  from  the  bother 
of  buying,  maintaining  and  disposing  of  a  car. 

«3£>  Leasing  the  Lincoln-Mercury  way  lets  you  enjoy  full  dealer  car 
care  without  cash  outlay  through  a  unique  maintenance  coupon  book 
program. 

•$£•  Leasing  the  Lincoln-Mercury  way  provides  a  system  for  simpli- 
fying your  tax  records  and  maximizing  deductions. 

«3£  Leasing  the  Lincoln-Mercury  way  lets  you  enjoy  up-to-the-minute 
*  car  features,  styling  and  performance  at  a  cost  often  lower  than 
ownership. 

To  learn  more  about  the  advantages  of  leasing  see  your  Lincoln- 
Mercury  Dealer  Leasing  Association  member,  or  send  the  coupon 
today  for  your  free  guide  explaining  why  more  and  more  successful 
businessmen  lease  their  cars — the  Lincoln-Mercury  way! 
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LINCOLN-MERCURY 


Mail  this  coupon  today  FCP 

Send  me  complete  information  on  a  money -and -time  saving  lease 

arrangement. 

Mail  to:  LINCOLN -MERCURY  DIVISION 

LEASING  AND  FLEET  SALES  DEPT. 

P.O.  BOX  388  •  DEARBORN.  MICHIGAN  48121 
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Still  in  the  Soup 


Brunswick  Corp.'s  bowling  business  isn't  a  problem  any  more.  Now  all 
the  company  has  to  worry  about  is  its  school-furniture  division,  its 
sporting-goods  division,  its  yacht  division,  its  hospital-supply  division. .. 


When  bowling's  day  of  reckoning 
came  in  the  early  Sixties,  Brunswick 
Corp.'s  management  was  ready.  Dur- 
ing the  boom  it  had  used  its  high- 
priced  stock  to  diversify  into  a  num- 
ber of  other  glamour  areas,  such  as 
medical  supplies,  yachts  and  Mercury 
outboard  motors. 

So  three  years  ago  when  it  interred 
its  bowling  problem  in  a  $76.9  mil- 
lion write-off,  the  company  should 
have  been  ready  to  capitalize  on  its 
shrewd  diversification.  But  it  wasn't. 
The  new  businesses  might  have  been 
promising,  but  most  of  them  were 
far  from  healthy.  Today  John  L. 
Hanigan,  Brunswick's  president  since 
1963  and  chief  executive  officer  since 
1966,  is  still  striving  to  mesh  them 
into  one  sound  company. 

"There  are  many  things  wrong 
still,"  admits  Hanigan,  57,  who  left 
26  years  of  seniority  and  relative 
peace  at  Corning  Glass  Works  and 
Dow  Corning  Corp.  to  come  to 
Brunswick  five  years  ago.  "As  soon 
as  you  start  putting  together  a  lot 
of  diverse  businesses,  you  have  trou- 
bles. When  I  came  here,  people  didn't 
even  talk  the  same  language.  They 
all  came  from  different  industries." 

The  magnitude  of  the  work  Han- 
igan still  has  ahead  of  him  is  clear 
from  the  record.  In  1967  the  com- 
pany had  sales  of  $379.1  million,  but 
brought  less  than  2%  of  this  down  to 
net.  Its  earnings  of  33  cents  a  share 
last  year  represented  only  4.5%  of 
stockholders'  equity,  which  is  about 
the  average  return  for  a  railroad. 

Hanigan's  list  of  problem  divisions 
is,  at  least,  ample.  "School  furniture 
5   a   very   competitive   business   and 
it's  not  climbing  as  rapidly  as  peo- 
ple think,"  he  says.  His  Aloe  medical- 
ly      istributing    division    is    also 
in  .in  extremely  competitive  business, 
where    it    runs    up    against    kingpin 
:ply   Co.    and 
hundreds  butors.  Bruns- 

wick -goods  bush). 

!or,    Zebco,    Red    Hea  ■ 
has   had  big  losses  in  the  past,  says 
Hanigan,  and  is  still  ....  -ginal 

ition.  And.  hi  Mvens 

yachi  division  is  not   |  i       (ble." 

Proofless    Volume 


False  Notions.  Consumer 
durables,  like  Brunswick's 
outboard  motors,  are  sup- 
posed to  be  extremely  sensi- 
tive to  the  economy.  But 
motor  sales  held  up  in  last 
year's  minirecession.  "I  think 
the  reason,"  says  President 
John  Hanigan,  "is  that  this 
is  something  Father  buys 
without    consulting    Mother." 


Through  it  all,    I  • 
a  brave  front.   "\\ 

lie   says.   "If   we   u.  ,   we]l 

as  we  ought   to  do  in   all     '      busi- 
nesses we're  in,  we'd  be  doing  a  lot 
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better  than  we  are."  That's  certainly 
true.  American  Hospital  earns  17.9% 
on  its  equity,  Outboard  Marine  13.2%, 
Wilson  Sporting  Goods  about  20% 
and  American  Seating,  the  leader  in 
school  furniture,  8.3%. 

Hanigan  insists,  too,  that  his  busi- 
nesses aren't  doing  quite  as  badly  as 
the  bottom  line  of  the  income  state- 
ment suggests:  "Though  we're  not 
the  greatest  earners  in  the  world, 
we're  continuing  to  plow  money  into 
future  things."  Brunswick  is  spending 
$13  million  this  year,  for  example, 
on  research.  "We're  spending  $4.5 
million  a  year  to  improve  our  sys- 
tems. This  will  improve  our  competi- 
tive positions  in  sporting  goods  and 
hospital   distribution,"   Hanigan  says. 

Considerable  sums  of  money  are 
also  going  into  metal  fibers  and  an 
automatic  scorer  for  bowling  lanes. 
Metal  fibers  are  already  being  sold  for 
carpeting,  for  filters  for  aircraft  hy- 
draulic systems  and  as  acoustical 
material  on  airplanes.  "We  have  or- 
ders through  next  year  for  all  the 
bowling  scorers  we  can  produce." 

Of  course,  a  company  should 
spend  for  tomorrow,  but  shouldn't 
Brunswick's  divisions  be  profitable 
enough  by  now  both  to  provide  for 
the  future  and  give  the  stockholders 
a  decent  return  on  their  equity?  After 
all,  Brunswick  has  owned  MacGregor 
since  1958,  Aloe  since  1959,  Owens 
since  1960  and  Mercury  since  1961. 
Besides  that,  some  of  the  things  Hani- 
gan is  spending  money  on — snow- 
mobiles, coin-operated  billiard  tables, 
an  indoor  golf  game — look  risky. 

Hanigan  has  shown,  though,  that 
he  can  make  the  most  of  a  good 
thing  if  he  finds  it.  Last  March  he 
cashed  in,  for  example,  on  Sherwood 
Medical  Industries,  his  only  big-profit 
subsidiary.  Sherwood  makes  syringes 
and  catheters  and  is  separate  from 
the  Aloe  distribution  business.  Last 
year  on  sales  of  $34.8  million  ($11.4 
million  to  Brunswick),  Sherwood 
earned  $4.2  million  or  69%  of  Bruns- 
wick's total  profits.  Sherwood  was 
valued  on  Brunswick's  books  at  about 
$16  million.  Hanigan  sold  15%  of  its 
stock  to  the  public  for  $20.5  million 
(which  was  used  to  reduce  long-term 
debt)  and  still  has  stock  that  the 
market  now  says  is  worth  $155  mil- 
lion. This  increased  value  was  quickly 
reflected  in  the  price  of  Brunswick's 
own  stock,  which  went  from  under 
14  at  the  time  of  the  Sherwood  offer- 
ing to  a  five-year  high  recently  of 
over  20. 

Unfortunately  for  Hanigan,  he 
doesn't  have  several  other  highly 
profitable  businesses  to  spin  off.  And 
considering  his  problems,  it's  doubt- 
ful that  he  will  any  time  soon.  ■ 
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This  IBM  physicist  has  been  working  to 
reduce  the  cost  of  data  processing  even  more 
before  some  other  company  does. 


Back  in  1950,  the  cost  of  processing  35  thousand 
computer  instructions  was  one  dollar.  Today,  one  dol- 
lar processes  35  million  instructions. 

What  has  driven  the  cost  down?  The  work  done  by 
IBM's  Dr.  Sol  Triebwasser  and  his  associates  may 
give  us  a  clue. 

Physicist  Triebwasser  and  his  colleagues  de- 
veloped new  methods  to  make  the  microscopic 
parts  inside  a  computer  even  smaller. 

"In  the  last  ten  years,"  says  Dr.  Triebwasser, 

"competitive  research  in  the  industry  has  taken 

computers  from  bulky  vacuum  tubes  to  transistors 

so  tiny  that  50,000  of  them  would  fit  in  a  thimble. 

As  the  parts  have  shrunk,  so  have  processing  costs. 

"And  we  must  find  ways  to  make  data  processing 

even  more  economical.  In  today's  competitive  world, 

we  can't  afford  not  to." 


s 


IBM 


® 
From  its  very  beginning  less  than  two  decades 

ago,  computer  technology  has  made  re- 
markable progress.  Sol  Triebwasser  is 
,one  of  many  scientists  in  the 
industry  who  constantly 
search  for  new  ways 
to  make  compu- 
ters more  effi- 
cient and  the 
cost  of  data 
processing 
even  less. 
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le  aluminum  ctimpan 


Anaconda  is  the  name. 

For  one  of  the  nation's  fastest  growing  producer 
aluminum.  As  well  as  for  the  world's  largest  producer  of  cop 

We're  into  every  phase  of  aluminum  production,  fi 
the  reduction  of  alumina  to  the  fabrication  of  sheet  and 
products.  We  turn  out  aluminum  wire  rod— like  the  coil  ab 
—for  cable  for  the  utilities  and  communications  industi 
(Fact  is,  we  can  deliver  cable  in  aluminum  or  copper  to  n 
any  specification.)  We  make  architectural  aluminum  prodi 
—curtain  walls,  entrances,  and  doors.  Packaging  for  fo 
And  foil  for  you. 

Today,  Anaconda  is  growing  with  the  growing  need 


kith  the 


copper  name 


ninum.  The  construction  of  a  new  alumina  plant  in  Jamaica 
nderway.  We  are  expanding  our  production  facilities  here 
lome.  Our  market  and  research  specialists  are  coming  up 
i  new  uses  for  the  metal. 

If  things  keep  on  like  they're  going;  maybe  we'll  be- 
le  the  copper  company  with  the  aluminum  name. 

The  Anaconda  Co.,  25  Broadway,  New  York,  N.Y.  10004. 
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Anaconda: 

l  of  the  great  natural  resources  of  the  Americas. 


Entertainment  is  on  the  rise  in  America  and  tens  of 
millions  of  hosts  depend  on  National  Distillers.  Now,  with 
wholly -owned  Almaden  Vineyards,  California's  largest 
producer  of  fine  varietal  wines  and  champagnes,  National 
offers  the  broadest  range  of  liquors  and  wines  available. 
And  National  is  the  leader  in  Bourbon,  by  far  the  world's 
most  popular  liquor.  Old  Crow  is  the  best-selling  Bourbon 
of  all;  Old  Grand-Dad  and  Old  Taylor  lead  the  premium 
price  categories.  Windsor  Canadian,  introduced  in  1965, 
is  fast  becoming  a  major  brand.  Added  to  this,  sales  of 


Gilbey's  gin  and  Gilbey's  vodka,  Vat  69  and  King  George 
IV  Scotches,  Boissiere  Vermouth,  Duff  Gordon  Sherries, 
de  Kuyper  liqueurs,  Holland  House  cocktail  mixes,  Tequila 
Sauza,  Rothschild  wines  and  other  imported  wines  and 
spirits,  made  last  year  our  Liquor  Division's  best,  with 
sales  passing  the  half  billion  dollar  mark  for  the  first  time. 
And  1968  promises  to  be  better  still.  As  long  as  there  are 
men  of  good  spirit,  National  will  prosper.  For  a  copy  of 
our  third  quarter  report,  write  to  National  Distillers  and 
Chemical  Corp.,  Dept.  26,  99  Park  Ave.,  N.  Y.,  N.  Y.  10016. 


The  more  parties  people  give 


the  brighter  the  future 


ooks  at 


National  Distillers  and  Chemical  Corp. 


The  Saga  of  National  General 

It's  the  saga  of  Eugene  Klein,  who  seems  well  on 
his  way  toward  building  an  empire  on  a  used-car  lot 


Ecge.ve  Klein  is  "he  man  who  has 
almost  everything:  National  General 
Corp.,  a  chain  of  278  motion-picture 
theaters  in  the  U.S.  and  seven  in 
Canada:  a  house  in  Beverly  Hills  that 
will  cost  him  about  $1.75  million  be- 
fore it  is  refurbished;  Grosset  & 
Dunlap,  a  major  paperback  book  pub- 
lisher; an  order  for  a  close-to-S3-mil- 
lion  Grumman  Gulfstream  II  that 
seats  16  and  can  whip  across  the 
country  in  less  than  five  hours  non- 
stop: the  Columbia  Savings  &  Loan 
Association  (assets:  $131  million); 
Mission  Pak,  a  fruit-packaging  com- 
pany: a  major  piece  of  the  San  Diego 
Chargers,  one  of  the  hottest  teams  in 
the  American  Football  League,  as  well 
as  the  Seattle  Supersonics,  a  profes- 
sional basketball  team;  and,  perhaps 
most  impressive  of  all,  a  Rolls-Royce, 
formerly  owned  by  Queen  Elizabeth 
II,  that  has  an  English  chauffeur  and  a 
rear  seat  that  raises  automatically  so 
that  Klein  tan  more  easily  wave  to 
passersby  when  he  rides  down  Sunset 
Boulevard. 

Klein  produces  movies  (How  Sweet 
It  Is!  and  With  Six  You  Get  Eggroll) 
and  he  distributes  movies  for  the  Co- 
lumbia Broadcasting  System.  He  has 
turned  out  television  shows  like 
"Tarzan."  He's  a  member,  along  with 
Groucho  Marx,  George  Jessel  and 
George  Burns,  of  the  Hillcrest  Coun- 
try Club,  the  club  in  Los  Angeles, 
where  he  plays  tennis  several  times  a 
week  with  Debbie  Reynolds,  James 
Garner  ct  al.  When  Klein  travels  in 
his  super  jet,  the  chef  of  the  Hillcrest 


prepares  his  meals  for  him. 

Almost  everything  is  not  enough. 
At  47,  Klein,  a  6-foot-5,  215-pound 
former  end  on  the  New  York  Univer- 
sity football  team,  a  B-17  bomber 
pilot  in  World  War  II,  is  looking 
for  new  worlds  to  conquer.  His  tar- 
gets for  today:  Warner  Bros. -Seven 
Arts,  the  movie  company,  and  the 
Great  American  Holding  Corp.,  an 
insurance  holding  company. 

Klein  will  have  to  fly  through  a 
great  deal  of  flak  before  he  reaches 
his  targets,  but  he  already  has  flown 
through  a  great  deal  without  a 
scratch.  His  plan  to  merge  National 
General  with  Warner  Bros. -Seven 
Arts  already  has  the  approval  of  the 
directors  of  both  companies.  Both 
mergers  involve  the  kind  of  compli- 
cated exchanges  of  convertibles  and 
stock  warrants  so  fashionable  today. 

There  are  those  in  the  motion- 
picture  industry  who  believe  the  Jus- 
tice Department  will  shoot  down  the 
Warner  merger.  They  hope  it  will.  In 
the  early  1950s,  Justice  forced  the 
motion-picture  producers  to  divest 
themselves  of  their  movie  chains. 
Those  who  believe  Justice  will  prove 
Klein's  nemesis  say  they  cannot  pos- 
sibly conceive  of  the  department  now 
permitting  a  movie  chain  to  acquire 
a  producer. 

Klein  himself  is  supremely  confi- 
dent that  he'll  get  approval.  He 
cites  the  fact  that  the  Department  of 
Justice  already  is  permitting  National 
General  to  make  a  limited  number  of 
movies  itself.  If  a  limited  number,  he 


Business  Is  Pleasure.  Using 
his  company  jet,  Eugene  Klein 
schedules  business  meetings 
to  coincide  with  games  of  his 
San  Diego  Chargers  football 
team.  One  of  his  partners  in 
the  team  is  broker  Burt  Kleiner 
(Forbes,  June  1 ),  another 
member  of  Hollywood's  fi- 
nancial jet  set.  Kleiner  is  also 
one  of  the  underwriters  in- 
volved in  Klein's  bid  to  be- 
come a  giant  in  the  world 
of  entertainment. 
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Why 

ThiokoC  Texas,  Inc. 

(SUBSIDIARY  OF  THIOKOL  CHEMICAL  CORP.) 

selected  San  Antonio 


Thiokol  Texas,  Inc.,  was  one  of  9 
major  industries  to  locate  a  branch 
facility  in  San  Antonio  during  the 
past  twelve  months. 

The  factors  in  their  decision  to  choose 
America's  14th  largest  city  are  outlined 
in  this  78  page  award -winning  Plant 
Location  Facts. 


I 


FREE...  San  Antonio  Plant  Location  Facts. 
Request  on  your  letterhead  In  confidence  to: 
Mr.  O.  W.  Summers.  General  Manager 


Cow  P 


Bmm 


^m  ELECTRICITY  AND  NATURAL  GAS  ^ 
SAN  ANTONIO.  TEXAS  78206 

"Partners  with  You  for  Better  Business" 


Young  Radiators 
are  used  where 
the  going  is  tough 


YOUNG  RADIATOR  COMPANY 

General   Offices.    Racine.   Wisconsin   53403 

Rldiatoii  -  Me*'  Eichangtrt  •  Oil  Cool«r»  •  Unit  Heriao   ' 


Fiberglass 


HATTERAS 

28,  31,  34-,  38,  41,  44,  45  and  SO  Ft. 
Motor  Yachts 


50  foot  fiborglaii  Hattoroi  Convertible 

The  Hatteras  is  the  only  yacht 
tested  and  proved  off  Cape 
Hatteras — graveyard  of  the 
Atlantic,  considered  by  veteran 
sailors  to  be  the  roughest  sea 
along  the  North  American  coast. 
The  Hatteras  hull  is  extremely 
seaworthy.  Write  for  the  name  of 
nearest  dealer.  For  portfolio  of 
color  literature,  enclose  $1.00. 

HATTERAS  YACHT  DIVISION 
NORTH  AMERICAN  ROCKWELL 

2310  Kivett  Drive 
High  Point,  N.  C.  27261 


asks,  in  effect,  why  not  more?  "It's 
only  a  matter  of  time,"  he  says,  "that 
w'll  be  a  major  factor  in  the  enter- 
tainment business." 

Actually,  it's  not  only  a  matter  of 
time;  it's  also  a  matter  of  capital. 
Klein,  it  should  be  remembered,  is  the 
man  who  has  almost  everything.' 
Among  the  few  things  he  doesn't  have 
in  abundance  is  capital.  National  Gen- 
eral;- his  operating  base,  is  a  company 
that  last  fiscal  year  had  revenues  of 
a  mere  $78  million,  earnings  after 
"taxes  of  only  $4  million,  and  a 
cash  flow  of  just  $7.4  million.  On 
Mar.  26  of  this  year,  according  to  a 
proxy  statement  issued  by  Klein — 
which,  if  not  the  longest  proxy  state- 
ment in  history  (227  pages),  is  almost 
certainly  the  most  complicated — Na- 
tional General  had  $3.80  in  liabilities 
for  every  $1  in  equity. 

That's  where  Great  American  comes 
in.  Its  balance  sheet  has  what  Na- 
tional General's  lacks:  liquidity  and 
borrowability.  An  insurance  holding 
company,  Great  American  has  assets 
of  $663  million,  including  common 
stocks  worth  $327  million.  These 
stocks  cost  only  $95  million.  At  mid- 
year they  represent  an  unrealized 
appreciation  of  around  $174  million 
after  taxes. 

With  Great  American,  Klein  could 
more  easily  take  over  Warner  Bros.- 
Seven  Arts  and  keep  going  from 
there.  And  Klein  may  be  weU  on  his 
way  towrd  getting  Great  American. 
Until  last  month,  Eli  M.  Black,  who 
runs  AMK  Corp.,  a  conglomerate 
with  revenues  approaching  $1  billion, 
was  sending  a  good  deal  of  flak  his 
way.  Black  wanted  Great  American 
for  himself  (Forbes,  Nov.  1).  How- 
ever, the  stockholders  of  Great  Ameri- 
can have  now  turned  down  a  tender 
offer  by  Black,  and  this  opens  the 
way  to  a  takeover  by  Klein,  who 
claims  to  have  acquired  75%  of  the 
stock  already — though  management 
has  sued  to  force  him  to  divest  him- 
self of  those  holdings. 

On   Borrowed  Money 

Klein  is  a  perfect  example  of  what 
a  man  can  do  with  a  quick  mind 
and  tongue,  and  a  knowledge  of  how 
to  use  debt.  He  started  his  business 
career  on  debt,  after  he  left  the  Air 
Corps,  borrowing  $2,000  from  his 
father,  a  New  York  clothing  manu- 
facturer. He  used  the  money  to  open 
a  used-car  lot  in  California.  Used  cars 
were  sold  by  slogans  in  those  days, 
the  zanier  the  better.  Klein's  slogan 
was:  "Cheaper  by  die  pound  than 
hamburger." 

From  that,  he  went  into  selling 
Volkswagens,  and  from  Volkswagens 
to  Volvos.  "I  had  the  world's  largest 
dealership,"  he  says  (which  is  doubt- 
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less  true).  "It's  something  I'm  proud 
of.  I  had  the  distributorship  of  the  15 
Western  states  and,  since  Volvo  at 
that  time  had  virtually  no  distribution 
network  to  the  U.S..  I  chartered  a 
shipping  line  to  bring  cars  here." 

With  his  profits  from  his  Volvo  dis- 
tributorship, Klein  started  buying  into 
National  General,  set  up  in  1952  as 
National  Theatres  &  Television  to  take 
over  the  20th  Century-Fox  movie 
chain.  By  1961  he  was  the  company's 
biggest  stockholder  and  a  director.  Na- 
tional General  was  a  mess.  Klein  took 
it  over,  reorganized  the  management, 
and  dumped  a  TV-production  sub- 
sidiary that  spelled  disaster.  He  wrote 
the  production  unit  down  to  $1.  That 
gave  National  General  an  Sll-nvllion 
tax  shelter. 

Most  movie  chains  represent  an 
enormous  capital  investment  both  in 
land  and  in  buildings.  Klein  wanted 
more  theaters,  but  he  didn't  have  that 
kind  of  money.  Undaunted,  he  per- 
suaded shopping  centers  to  build 
theaters  for  him  with  money  tin  y 
could  borrow  on  the  strength  of  20- 
vear  leases  to  National  General.  The 
company's  own  investment  consisted 
merely  of  the  projection  equipment 
and  interior  furnishings.  Today  Na- 
tional General  lias  about  160  theaters 
on  such  long-term  leases. 

The  financial  vice  president  of  a 
leading  entertainment  company  says: 
There's  no  question  about  it;  when 
it  comes  to  operating  movie  houses, 
Klein  is  the  greatest."  Klein's  great- 
ness  lies  in  his  ability  to  sell  lood  in 
his  theaters.  A  major  part — and  fre- 
quently all — of  most  movie  houses' 
profits  comes  from  the  fact  that  every 
audience  is  a  captive  appetite,  con- 
stantly munching  on  popcorn  and 
peanuts,  eating  candy,  chewing  gum, 
gulping  soft  drinks,  for  which  the 
movie  house  can  demand  premium 
prices.  Until  Klein  took  over,  the 
average  National  General  patron 
spent  15  to  20  cents  for  refreshments. 
By  smart  merchandising — longer  inter- 
,  missions,  more  accessible  food  stands 
— Klein  boosted  the  average  to  30 
cents.  National  General  owns  a  pop- 
corn factory  in  Culver  City,  Calif. 
Klein  instructed  employees  to  put 
plenty  of  salt  on  the  popcorn.  This  so 
increased  the  demand  for  popcorn  as 
well  as  soft  drinks  that  several  years 
ago  he  was  able  to  boast  (Forbes, 
July  1,  1965):  "We  are  the  second- 
biggest  popcorn  producer  in  the  coun- 
try, and  it's  probably  the  saltiest." 

Klein's  success  in  running  National 
General  naturally  gave  him  borrowing 
ability,  and  he  was  not  loath  to  use 
it.  National  General's  long-term  debt 
alone  rose  from  $19.9  million  in  1963 
to  $124.4  million  by  July  of  this  year. 


America 
is  about  to  hatch 
a  housing  boom 


and  Jim  Walter 
is  ready  for  it. 

Two  years  ago  America  laid  an  egg.  Tight  money  shriv- 
eled housing  output  to  the  lowest  level  in  years. 

People  wanted  new  homes,  better  apartments.  But  they 
had  to  settle  for  second  best.  Old  places.  Cramped  spaces. 

Now  money  is  not  so  tight.  Now  more  families  can  buy 
homes,  lease  luxury  apartments,  reach  for  the  living 
they've  longed  for.  America's  building  industry  has  a  lot 
of  catching  up  to  do. 

.  That's  why  we  think  a  housing  boom  is  on  its  way.  And 
Jim  Walter  Corporation  is  uniquely  ready  for  it.  Because 
we  build  homes.  We  provide  mortgage  financing.  We 
supply  building  materials,  from  the  shingles  on  the  roof 
to  the  carpet  on  the  floor,  and  most  everything  in  be- 
tween. (We're  also  in  sugar,  oil,  gas,  paper  —  but  that's 
another  story.) 

In  fact,  for  us  the  boom  is  already  underway.  The  past 
year  has  seen  our  sales  and  revenues  climb  from  $181 
million  to  $309  million,  our  per  share  earnings  from  $2.52 
to  $4.02.  And  we're  just  getting  warmed  up. 

IF  YOU'D  LIKE  TO  KNOW  MORE  ABOUT  US,  AND  ABOUT  HOUSINGS  EXCITING 
FUTURE,  WRITE  FOR  OUR  1968  ANNUAL  REPORT.  FIND  OUT  WHAT  LAYING  AN 
EGG  CAN  LEAD  TO. 

Jim  Waiter  corporation 

For  Annual  Report  write-. 
Dept.  F  .  1500  North  Dale  Mabry  .  Tampa,  Florida  33607 
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came  from  a  series  of 
164  he  acquired  the 
ihgs  &  Loan  Association, 
afterward  he  took  a  $4-mil- 
!ion  flyei   in  modular  construction  by 
iring     Designed     Facilities;     but 
they  did   not   yield   him   the  kind  of 
profits    the   movie-and-popcorn    busi- 
ness has.  "We  really  didn't  know  much 
about    that    business,"    Klein    admits. 
"We  had  to  bring  in  outside  help  to 


set  things  right."  Klein  finally  sold  De- 
signed Facilities  to  Kaiser  Aluminum. 
These  setbacks  haven't  dimmed  his 
expansiveness.  But  they  have  redi- 
rected it.  "I  think  you  live  and  learn," 
he  adds.  "We  found  that  it's  much 
easier  for  us,  as  one  breed  of  people, 
to  have  something  integrated  rather 
than  subsidiaries  that  are  far  afield. 
We're  good  merchandisers.  We  want 
to  be  an  entertainment  company." 


Just  For  Two?  If  you  think  the  days 
of  the  high-living  Hollywood  mogul 
are  dead,  you  just  have  not  been  to 
1601  Lexington  Road  in  California's 
Beverly  Hills,  where  Gene  Klein  re- 
cently bought  this  20-room  house  just 
for  himself  and  his  wife  (Klein's  son 
is  at  college;  his  daughter  is  married). 
Not  only  does  the  place  include  a 
pool,  a  tennis  court  and  two  separate 
houses  for  servants,  it  also  encom- 
passes what  Klein  regards  as  6V2  of 
the  choicest  acres  in  that  very,  very 
choice  community.  Price:  close  to 
$100,000  per  acre. 


Klein's  most  recent  acquisition,  is 
Grosset  &  Dunlap,  which  he  bought 
last  spring  for  $49  million  in  cash 
(borrowed).  Grosset  &  Dunlap  had  a 
reasonably  good  vear  in  1967 — earn- 
ings of  $2.9  million  on  sales  of  $40 
million.  (One  reason:  It  owns  the 
paperback  rights  to  Valleu  of '  the 
Dolls.)  However,  it  has  been  some- 
what less  successful  in  the  past.  It  had 
been  up  for  sale  at  least  for  a  year  be- 
fore Klein  bought  it,  and  several  com- 
panies, including  C.I.T.  Financial  and 
MCA  Inc.,  had  taken  a  look  and 
turned  it  down.  C.I.T.  acted  after 
contemplating  the  experience  of  the 
Times  Mirror  Co.,  which  bought  the 
New  American  Library  for  a  stiff 
price  only  to  realize,  after  Ian  Flem- 
ing's death,  that  NAL's  good  earnings 
record  came  in  great  part  from  James 
Bond   (Forbes,  Nov.  1,  1967). 

Says  a  rival  publisher:  "Klein  paid 
an  exorbitant  price.  Grosset  &  Dun- 
lap is  no  Random  House.  Its  main 
business  is  in  reprints,  and,  at  that 
it's  not  the  best  paperback  publisher 
in  the  business.  I  think  Klein  made  a 
mistake." 

Who  Worries? 

Criticism  like  this  doesn't  bother 
Klein.  On  the  question  of  G&D,  he 
says:  "There  is  a  tremendous  amount 
of  cross-fertilization  that  goes  on  in 
a  company  like  ours.  For  instance,  be- 
tween book  publishing  and  motion 
picture  production.  These  both  are  in 
the  business  of  gathering  rights  from 
original  manuscripts.  Original  screen 
plays  are  being  put  into  publication. 
Especially  in  paperbacks."  Nor  does 
Klein  appear  particularly  troubled 
by  the  long-term  debt  and  by  the 
fact  that  National  General  has  out- 
standing some  50,000  shares  of  con- 
vertible preferred  and  some  1.2  mil- 
lion warrants  on  its  common,  which, 
if  converted,  would  dilute  the  com- 
pany's per  share  earnings  by  21%.  If 
the  Great  American  merger  goes 
through,  the  dilution  would  be  even 
greater — though  by  exactly  how  much 
is  difficult  to  figure,  since  the  number 
of  warrants  to  be  issued  to  acquire 
Great  American  has  changed  as  Klein 
has  upped  his  offer. 

Klein  seems  quite  at  ease  amid  all 
the  complexities  and  confusions.  He 
just  jets  merrily  on  working  on  his 
grand  design  to  merge  National  Gen- 
eral, Great  American  and  Warner 
Bros. -Seven  Arts  into  an  entertain- 
ment company  rivaling  MCA. 

If  Klein  crashes,  he  can  always  go 
back  to  selling  cars.  He  still  is  a 
partner  in  a  Volkswagen  dealership  in 
the  San  Fernando  Valley.  But  that,  of 
course,  isn't  a  business  that  enables  a 
man  to  maintain  a  $1.75-million  home 
or  a  $3-million  jet.  ■ 
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Retailing's  Great  Race 

It's  all  but  won  by  Kresge,  which  next  year  should  overtake  Wool- 
worth  In  sales.  But  Kresge  has  no  intention  of  stopping  there. 


In  1960.  New  York's  F.W.  Woolworth 
had  worldwide  sales  that,  for  the  first 
time,  exceeded  SI  billion,  more  than 
S600  million  ahead  of  its  Detroit-based 
rival,  S.S.  Kresge.  By  1967,  the  gap 
had  narrowed  to  less  than  S300  mil- 
lion: Woolworth's  $1.7  billion  vs. 
Kresge's  SI. 4  billion.  In  1969,  although 
Woolworth  should  ring  up  S2  billion 
in  sales,  it  will  almost  certainly  be 
passed  by  Kresge.  And  by  1972,  says 
Kresge  President  Harry  Cunningham, 
Kresge's  sales  should  be  S3  billion,  a 
halt-billion  more  than  Woolworth's. 

Moreover,  Kresge  is  achieving  this 
rapid  growth,  with  its  attendant  start- 
up costs,  while  also  outperforming 
Woolworth  in  profitability.  In  1967, 
for  example,  Kresge's  return  on  equity 
was  tar  better:  14.81f?  vs.  9.25' 
lnl)lr  below).  Unsurprisingly,  of  the 
nine  mass-merchandising  chains  meas- 
ured in  the  last  Forbes  Annual  Re- 
port on  American  Industry  (Jan.  1), 
Kresge  ranked  first  in  both  sales  and 
earnings  growth  for  the  latest  five 
years;   Woolworth  ranked  sixth. 

Kresge's  increase  has  come  from  its 
K-mart  discount  stores.  "We  expect  to 
maintain  this  kind  of  growth  indefi- 
nitely," says  President  Cunningham, 
principal  architect  of  Kresge's  resur- 
gence. "We  expect  to  have  a  minimum 
of  1,000  K-marts  in  the  U.S.  and 
Canada  by  the  early  1980s,  when  our 
sales  should  exceed  $8  billion. 

"This  may  sound  smug,"  adds  Cun- 
ningham, "but  we  don't  pay  very 
much  attention  to  competition  any- 
more. We  just  get  locations  and  go." 

The  difference  between  the  man- 
agement skill  and  attitude  of  Wool- 
worth  and  Kresge  is  best  illustrated 
in  the  way  the  two  broke  with  their 
dime-store  origins  in  the  early  Sixties. 
,  Kresge  turned  wholeheartedly  to  dis- 
counting. It  built  K-marts  as  free- 
standing units  (not  part  of  shopping 
centers)  and  converted  some  old 
variety  stores  to  Jupiter  discount  out- 


Knowhow    Counts.    All    K- 

mart  managers  come  from 
Kresge  variety  stores  and 
Jupiters,  and  many  today  are 
college  graduates.  The  com- 
pany recruits  on  300  cam- 
puses a  year.  The  lure:  the 
$18,000  to  $50,000  incomes 
of  K-mart  managers,  some  of 
whom  aren't  yet  30.  "This 
makes  quite  an  impression," 
says    President    Cunningham. 


lets.  Kresge  stopped  making  any  of 
its  own  goods  and  moved  to  reduce 
its  dependence  on  licensees  operating 
departments  within  its  stores. 

Woolworth's  path  was  different.  It 
built  upgraded  variety  stores  and 
junior   department   stores,    mostly   in 


shopping  centers.  It  retained  its  Licen- 
sees and  went  deeper  into  manufac- 
turing by  acquiring  companies  such  as 
Kinney  Shoes. 

But  the  big,  basic  difference  is  this: 
Kresge's  management  knew  exactly 
what  it  wanted  to  do  and — with  great 
confidence,  skill  and  success — is  do- 
ing it.  In  contrast,  Woolworth's  man- 
agement made  false  starts  in  discount- 
ing, retreated,  moved  this  way  and 
that,  before  it  finally  settled  on  its 
present  course. 

Both  companies  are  run  by  strong 
executives  who  started  at  the  bottom. 
Woolworth's  Robert  Campbell  Kirk- 
wood,  64  this  month,  joined  the  com- 
pany as  a  trainee  in  his  hometown  of 
Provo,  Utah  in  1923;  he  became 
president  in  1958  and  chairman  in 
1965,  the  first  man  to  hold  both  jobs 
at  once.  Kresge's  Harry  Blair  Cun- 
ningham, 61,  left  newspaper  work  in 
Harrisburg,  Pa.  at  the  age  of  21  to 
become  a  Kresge  trainee;  in  1959  he 
became  president  and  chief  executive 
(at  Kresge,  the  title  of  chairman  is 
honorary ) . 

The  similarities  end  there.  Kirk- 
wood  moved  into  the  top  slot  of  a 
big  self-satisfied  company.  Cunning- 
ham took  over  a  very  sick  company. 
Between  1950  and  1961,  Kresge's 
sales  had  increased  only  45%,  to  $426 
million,  while  its  profits  had  plunged 
54%,  to  $8.9  million. 

Cunningham  decided  on  drastic 
action — to  concentrate  on  K-marts. 
"From  then  on,"  says  Cunningham, 
"we  were  a  discount  merchandiser 
that  also  had  a  chain  of  variety 
stores." 

So  sure  was  Cunningham  of  the 
K-mart  concept,  that  Kresge  opened, 
without  testing,  18  K-mart  stores  in 
1962.  In  1963,  35  more  were  added. 
By  the  end  of  last  month,  258  were 
in  operation.  K-marts  are  being  opened 
at  the  rate  of  one  a  week  and  should 
total  350  by  the  end  of  1969.  Each 
K-mart  is  a  medium-size  (averaging 
100,000  square  feet),  one-story,  self- 
service,  general  merchandise  store  with 
an  adjacent  supermarket  and  its  own 
parking  lot.  It  is  very  nearly  a  small, 
one-company   shopping   center. 

The  K-marts  became  so  profitable 


A  "Five  &  Ten"  Profile 

Woolworth  and  Kresge,  the  nation's  only  billion-dollar  "variety"   merchandisers,  dominate  the   industry. 
Together,   their    1967  sales  exceeded   $3    billion,    about  two-thirds  the  total  of  the  ten  biggest  chains. 


F.  W.  Woolworth 
S.  S.  Kresge 


No.  of 
Stores 

2,513 
943 


Sales 
(millions) 

$1,669 
1,386 


Net 
Earnings* 

2.44% 
2.52 


Return 

on 
Equity 

9.25% 
14.81 


Yearly 
Inventory 
Turnover 

5.7 
6.2 


Book 
Value 

$24.04 

8.10 


Common  Stock ^ 

High-Low  Recent 

Range  Price 


33'/4-21% 

46V'2-30'/4 


*As  a  per  cent  of  sales;  Woolworth's  sales  and  earnings  figures  do  not  include  nonconsolidated  British  subsidiary. 


32'/2 
42  '/2 
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All  By  Itself.  By  avoiding 
shopping  centers  for  its  K- 
marts,  Kresge  gained  two  big 
advantages.  First,  many  more 
good  locations  are  available 
because  a  K-mart  takes  less 
room  than  a  shopping  center. 
Second,  Kresge  can  build  a 
K-mart  in  a  few  months, 
whereas  it  takes  a  few  years 
to   finish    a   shopping   center. 


so  fast  that  they  largely  financed  them- 
selves. Both  long-term  debt  and  capi- 
tal expenditures  are  less  now,  as  a  per 
cent  of  sales,  than  in  1963.  As  each 
K-mart  does  between  $4  million  and 
$6  million  during  its  first  year,  Cun- 
ningham is  adding  $200  million,  per- 
haps $250  million,  a  year  to  volume 
in  new  stores  alone.  Meanwhile,  older 
K-marts  increase  sales  by  10%  to  25% 
each  \ear — year  after  year — automa- 
tically adding  another  $100  million 
or  so  to  total  yearly  sales. 

Cunningham  had  also  cut  the  losses 
horn  old  downtown  Kresge  variety 
stores  by  closing  some  and  converting 
others  to  Jupiter  stores:  small,  limited- 
line,  low-price,  high-volume  discount 
■  :s.  Some  of  these  became  so  prof- 
itable that  Kresge  renewed  their  leases. 
And  now,  Kresge  is  experimenting 
with  Kresge  Discount  Stores  (which 
are  large  variety  stores  using  discount 
merchandising)  and  moving  cautious- 
ly into  drive-in  restaurants  (K-mart 
Chefs),  gasoline  stations,  building 
products  centers  and  pharmacies. 

Big  Plans,  Small  Progress 

Woolworth     had    big    ideas,    too. 
In   early   1962   Kirkwooi  meed 

that   Woolworth's   goal  ithing 

less  than  becoming  the  n 
discount  operation.  "We  intend  the 
Woolco  division  to  becomi  is  pre- 
dominant in  the  discount  iment 
store  field  as  Woolworth's  i  .  the 
variety  store  field,"  he  told  his   i 


stockholders'  meeting.  The  words 
have  a  bitter  taste  now.  By  the  end  of 
1965  only  27  Woolco  Department 
Stores  were  in  operation.  Moreover, 
the  "discount"  term  was  dropped 
frcm  advertising  and  price  tags,  and 
the  Woolco  stores  became  "promo- 
tional department  stores,"  a  cross  be- 
tween a  discount  and  a  department 
store. 

In  1965,  imitating  Kresge's  Jupiter 
concept,  Woolworth  phased  in  Worth 
Mart  junior  discount  stores.  A  flop, 
they  were  phased  out  in  1966.  Even 
less  successful  was  Woolworth's  plan 
to  franchise  the  Woolworth  name  to 
independent  variety  store  operators, 
much  in  the  same  way  as  the  Rexall 
drugstore  name  is  franchised.  The 
project  never  got  off  the  ground.  Also 
in  1966  three  Woolworth  Department 
Stores — smaller  than  Woolco  units  but 
larger  than  Woolworth  variety  stores 
— were  opened.  This  proved  so  con- 
fusing that  by  the  end  of  1967  an 
embarrassed  management  dropped  the 
Woolworth  Department  Store  desig- 
nation. 

Although  Woolworth  has  obviously 
lost  its  chance  to  keep  ahead  of  Kresge, 
Kirkwood  has  done  much  to  improve 
the  company,  both  in  image  and  op- 
eration. Kirkwood  has  genuinely  tried 
to  shake  off  Woolworth's  reputation 
for  "managerial  arrogance"  in  its  deal- 
ings with  stockholders  and  the  press. 
Annual  meetings  are  now  held  in  ma- 
jor cities  instead  of  Watertown,  the 
small  upstate  New  York  village  that 
served  as  "principal  office"  for  more 


than  40  years.  Though  most  Wool- 
worth  executives  remain  stiff  and 
closemouthed  with  shareholders  and 
the  press,  Kirkwood  is  relaxed  and 
often  informative. 

Abroad,  Kirkwood  has  pushed 
Woolworth  into  Mexico,  Spain  and  Ja- 
pan to  augment  the  company's  already 
strong  operations  in  Great  Britain 
(1,13.4  stores)  and  Germany.  Kresge, 
meanwhile,  is  just  beginning  a  joint 
venture  in  Australia.  Kirkwood  also 
emphasized  Woolworth's  lunch  coun- 
tei  and  cafeteria  operations — which 
can  be  two  or  three  times  as  profitable 
as  merchandise  sales — to  the  point 
where  he  says  Woolworth  is  the  coun- 
try's largest  purveyor  of  food  for  on- 
site  consumption. 

Unhappy  Memories 

In  addition  to  Kinney  Shoes,  Kirk- 
wood bought  two  lingerie  companies 
and  is  completing  a  deal  to  acquire 
Richman  Brothers,  a  maker  of  men's 
clothes.  And  Kirkwood,  remembering 
all  those  small,  short-lived  shopping 
centers  that  Woolworth  went  into  on 
20-year  leases  in  the  lite  Forties,  in- 
sists that  concentrating  on  major  shop- 
ping centers,  instead  of  free-standing 
units,  will  pay  off  in  the  'ong  run. 

It  may  be  that  Woolworth  will  re- 
gain the  stride  it  lost.  It  may  be,  too, 
that  Kresge  will  trip  over  its  cwn  ex- 
pansiveness.  But  as  things  now  stand, 
there  is  no  question  as  to  which  com- 
pany has  the  initiative.  Says  Kresge's 
Cunningham:  "There  is  no  ceiling  on 
our  ambition."  ■ 


r 


SEBASTIAN'S  LEGACY 
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When  Sebastian  Spering  Kresge 
died  last  year  at  the  age  of  99,  the 
company  he  founded  was,  natural- 
ly, much  different  from  the  single 
store  he  opened  in  Detroit  in  1889. 
But  despite  the  glare  of  K-mart 
parking-lot  lights,  the  full-page 
newspaper  ads,  the  billion  dollars 
and  more  in  sales  each  year,  Kresge 
remains  a  company  strongly  influ- 
enced by  its  founder,  a  deeply  re- 
ligious man  born  on  a  farm  near 
Scranton,  Pa.,  of  Swiss  Protestant 
parents. 

Like  so  many  entrepreneurs  of  his 
time — when  Kresge  was  a  traveling 
salesman,  Frank  W.  Woolworth 
was  one  of  his  customers;  later 
he  went  into  partnership  with 
J.  G.  McCrory,  founder  of  the  Mc- 
v  variety  chain — Kresge  be- 
lieved in  frugality  and  hard  work. 
He  also  believed  that  a  store  man- 
ager should  be  as  independent  as 
possible,  a  policy  that  developed 
enough  managerial  strength  to  staff 


scores  of  K-marts  while  other  com- 
panies were  running  into  serious, 
sometimes  fatal,  personnel  prob- 
lems. And  he  believed  in  meeting 
the  needs  of  the  customers  as  best 
one  can,  a  policy  that  is  reflected  in 
the  phenomenal  year-to-year  sales 
growth  of  every  K-mart  store  to 
date. 

There  are  other  carryovers  from 
Kresge's  time  (he  retired  as  presi- 
dent in  1925,  as  honorary  chairman 
in  1962).  At  the  company's  big, 
solemn,  neo-Gothic  headquarters 
building,  which  faces  a  park  and 
could  pass  for  a  library  or  college, 
two-thirds  of  the  top  executives  do 
not  smoke;  those  who  do,  take  their 
smoking  breaks  in  the  rest  rooms. 
Many  are  nondrinkers;  Kresge 
himself  was  an  ardent  prohibi- 
tionist who  gave  freely  to  the  Anti- 
Saloon  League.  Even  today,  no 
K-mart  supermarket  stocks  beer  or 
wine,  although  cigarettes  are  sold. 
Reluctantly,  one  would  imagine. 
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This  is  one  form 
of  communication  we  haven't 
been  able  to  improve  on. 


Just  a  few  minutes  ago,  Bob  returned  from 
a  European  business  trip  to  this  "welcome  home." 

Fran  had  time  to  tidy  up  the  house  and  pre- 
pare a  special  dinner,  complete  with  candlelight, 
because  she  got  the  message  about  her  husband's 
flight  home  "via  ITT." 

This  is  routine  for  a  lot  of  people  every  day, 
because  our  communications  network  can  trans- 
mit a  message  to  almost  any  point  on  the  globe. 

Making  communications  history 

Last  year  we  made  telephone  history  with 
a  new  electronic  switching  system  using  a  special- 
purpose  computer  to  control  the  switching  net- 
work. 

And  we  have  installed  telephone  equipment 
and  systems  in  71  countries  around  the  world. 

We  also  made  history  with  the  first  trans- 
portable earth  station  for  communicating  via  sat- 
ellite. Fifteen  of  these  are  now  operational  or 
under  construction,  worldwide. 

Every  day  the  U.S.  Department  of  State 
channels  some  1 0,000  messages  to  almost  300 
diplomatic  posts  worldwide.  The  heart  of  State's 
new  high-speed  communications  center  is  a  spe- 


cialized  electronic  switching  system   designed, 
built  and  installed  by  one  of  our  companies.  The 
system  also  processes  messages  into  the  White 
House,  the  U.  N.  in  New  York,  and  certain  govern- 
ment agencies  in  the  Washington  area. 

Similar  systems  also  serve  the  National 
Aeronautics  and  Space  Administration,  and  some 
of  the  world's  busiest  airlines. 

Recently,  computers  in  the  U.S.  were  linked 
to  an  American  soldier  in  a  Tokyo  hospital  to 
provide  "instant"  diagnosis  of  his  condition. 

Information  on  his  condition  was  sped  to 
medical  research  centers  via  satellite  and  tele- 
phone-company landlines.  One  of  our  compa- 
nies acted  as  technical  coordinator  for  the 
demonstration,  which  underscored  the  growing 
application  of  communications  to  solve  complex 
medical  problems. 

One  of  our  inventions,  Pulse  Code  Modula- 
tion (PCM),  can  increase  the  conversation  load 
of  existing  telephone  cables  twelve-fold. 

We've  also  invented  a  technique  that  could 
make  a  light  beam  carry  6,000  PCM  channels. 
And  then  make  the  light  travel  along  a  glass  fiber, 
little  thicker  than  a  human  hair.  Over  a  cable  of 
such  fibers,  the  entire  population  of  New  York 
City  could,  theoretically,  speak  at  the  same  time 
with  everyone  in  Los  Angeles. 

Better  services  for  you 

In  all  areas  of  communication,  our  exper- 
tise and  resources  generate  increased  competi- 
tion within  industries  which  means  better  com- 
munication services  for  you  and  people  all  over 
the  world. 

But  there's  one  form  of  communication 
we're  not  trying  to  improve  on.  We'll  leave  that 
to  people  like  Fran  and  Bob. 

International  Telephone  and  Telegraph 
Corporation,  320  Park  Avenue,  New  York,  New 
York  10022. 


ITT 
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Big  Next  Step  /  1 


rebuilding  Ampex,  Bill  Roberts  has 
done  a  great  deal.  But  profits  still  lag. 


Like  most  advanced  technology-ori- 
ented companies,  California-based 
Ampex  Corp.  depends  on  new  prod- 
ucts for  growth.  Its  latest  fiscal  year 
which  ended  last  April,  was  no  ex- 
ception: Two-thirds  of  its  $234  mil- 
lion in  sales  came  from  products  less 
than  four  years  old.  And  the  odds 
are  that  three-fourths  or  more  of  Am- 
pex' current  products  won't  be  in  the 
catalog  five  years  hence. 

This  kind  of  innovation  has  yielded 
a  sales  growth  of  378%,  from  $49 
million  to  $234  million,  within  the  last 
ten  years.  But  per-share  profits  have 
merely  doubled,  to  80  cents.  Even 
discounting  last  year's  earnings  dip, 
largely  the  result  of  a  strike,  Ampex' 
profitability  over  the  last  five  years 
(Forbes,  Jan.  1)  has  been  merely 
average  in  its  field — less  than  one  would 
expect  from  the  technological  leader 
in  audio  and  videotape  recorders. 

Why  this  lag  in  profitability?  Ba- 
sically, Ampex  had  been  unable  to 
cope  with  its  rapid  growth.  So  much 
so  that  when  William  E.  Roberts  took 
charge  of  the  company  in  1961,  it 
was  $4  million  in  the  red  and  in  an 
organizational  mess  as  well. 

To  broaden  its  business  beyond  its 
stronghold  in  broadcasting  and  de- 
fense business,  Ampex  had  split  into 
five  divisions.  With  inadequate  head- 
quarters controls,  each  operated  as  a 
separate  company.  This  made  it  easy 
for  expenses  to  get  out  of  hand  and 
inventory  to  build  up  when  sales  be- 
gan to  slip.  In  an  effort  to  tie  the  com- 
pany together,  Ampex  consolidated  its 
marketing  organization.  That  turned 
the  misdemeanor  into  a  felony:  Sales- 
men were  selling  everything  from  raw 
magnetic  tape  to  sophisticated  video- 
tape recorders,  often  knowing  too  little 
about  any  product. 

President  Bill  Roberts,  a  burly,  soft- 
spoken  man  looking  for  a  challenge, 
was  just  the  man  Ampex  needed  to 
tackle  the  mess.  To  take  on  the  job 
he  quit  a  $90,000-a-year  spot  as  Bell 
&  Howell's  No.  Two  man  when  it  ap- 
peared he  had  no  chance  of  displacing 
Charles  H.  Percy  (now  Senator  from 
Illinois)  as  chief  executive.  Percy,  one 
of  Roberts'  closest  friends  since  both 
joined  B&H  in  1936  as  $12-a-week 
trainees,  was  four  years  younger  than 
Roberts  and  at  the  time  was  not  seek- 
ing a  major  electi .  i    office. 

Back,   Then  Forward 

Roberts'    first    nun.     upon    joining 
Ampex  in  1961  was  what  he  i 
as   fundamentally   a    bai  step: 

He  centralized  the  company.  '  low- 
ever,  it  also  gave  him  the  firm  control 
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he  needed,  he  says,  "to  stop  the  flow 
of  blood."  Then,  by  spending  lavishly 
on  research  and  product  development 
(some  $125  million  at  last  reckoning), 
he  expanded  Ampex'  product  line  far 
beyond  its  two  major  markets. 

These  moves  helped  gradually  to 
restore  profits  to  respectable  if  not  im- 
pressive levels.  But  more  important, 
it  uncovered  new  opportunities  for 
Ampex.  "There's  a  great  synergism 
involved  in  a  company  of  our  size," 
explains  Roberts.  "As  we  aim  in  cer- 
tain directions  this  is  inevitably  fall- 
out from  new  technology.  This  stim- 
ulates whole  new  product  areas, 
which,  if  you  are  smart  enough  to 
identify,  quickly  add  up  to  new  op- 
portunities." For  example,  with  limit- 
ed modifications,  Ampex  found  its 
audio  recorders  could  be  used  to 
record  and  analyze  data  from  space 
shots  to  industrial  vibration  tests. 

Roberts  recognized  that  to  exploit 
those  opportunities  the  company  re- 
quired decentralization,  only  this  time 

Roberts  of  Ampex 


with  careful  controls  built  in.  Says 
Bill  Roberts:  "I  believe  in  having 
a  group  of  entrepreneurs  run  a  busi- 
ness they  can  get  their  arms  around. 
But  they  can  only  do  this  profitably 
and  with  any  element  of  dynamism 
by  having  control  of  all  the  functions, 
from  research  all  the  way  through  to 
marketing.  We  have  decentralized  in 
the  other  areas;  marketing  is  the  last." 

A    $1  -billion    Future? 

The  product  area  where  the  new 
structure  is  most  apparent  is  in  mass 
consumer  products.  Ampex  entered 
the  market  with  portable  tape  record- 
ers and  prerecorded  tapes.  Last  year 
its  sales  there  were  $70  million  vs. 
zero  just  4/2  years  ago.  Its  next  big 
product  is  expected  to  be  a  $500 
home  videotape  recorder  that  will 
permit  home  recordings  and  playback 
of  TV  shows.  Having  Ampex'  distri- 
bution machinery  well  oiled  will  be 
particularly  important  here;  for  Ja- 
pan's SONY,  already  a  major  factor  in 
the  consumer  audio  tape  recorder  mar- 
ket, is  talking  about  bringing  out  its 
own  home  videotape  recorder. 

Magnetic  tapes  for  computer  mem- 
ory systems  constitute  another  prom- 
ising market,  where  Roberts  is  aiming 
for  a  25%  share  even  against  such  giant 
competitors  as  IBM  and  3M.  But  these 
are  not  Roberts'  real  blockbusters.  For 
close  to  three  years  he  has  been  pre- 
paring his  salesmen  for  a  still  more 
exciting  product,  Ampex'  Videofile 
introduced  this  past  summer. 

The  Videofile,  in  fact,  is  hardly  a 
product  at  all,  but  a  system  that  com- 
bines all  of  Ampex'  video  recording 
and  computer  technology  into  one 
package.  The  Southern  Pacific  Rail- 
road is  now  using  it,  for  example,  to 
store  shipping  information;  any  de- 
sired data  can  be  shown  on  a  TV 
screen  or  reproduced  in  30  seconds. 

"This  systems  approach  only  means 
that  we  have  a  ticket  to  the  ball  game," 
says  Roberts.  "This  whole  technology 
is  just  bursting  into  a  zillion  different 
areas  of  opportunity.  That's  the  fun 
of  this  business.  We  are  just  at  the 
fountainhead.  The  question  is,  can  we 
grab  the  opportunities  fast  enough?" 

To  be  able  to  grab  them,  as  Roberts 
well  knows,  he  will  have  to  continue 
improving  Ampex'  still-lagging  rate  of 
profitability.  This  year  profits  so  far 
have  begun  to  climb  again,  up  20%. in 
the  first  quarter  to  26  cents.  If  he 
can  keep  improving  profits,  Roberts 
figures  that  Ampex  should  be  able 
to  pass  the  $l-billion  mark — four 
times  the  current  level — by  the  mid- 
Seventies.  ■ 
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Capability  in  metals  was  developed  through 
years  of  creative  research  on  the  materials 
symbolized  above  and  on  their  many  alloys 
and  by-products.  This  research,  along  with 
the  right  metal  or  alloy,  often  helps  Asarco 
customers  make  products  that  are  stronger 
. . .  longer  lasting . . .  and  less  expensive. 

Asarco  produces  the  most  diversified 
line  of  enduring  materials  in  the  world. 
As  America's  economy  accelerates  in  the 

For  identification  of  the  above  symbols, 


years  ahead,  as  for  example  into  the  areas 
of  sound  control  and  the  conversion  of  sea 
water  into  fresh  water  through  desalination 
plants,  Asarco  will  help  meet  the  need  for 
better  materials. 

To  provide  a  continuing  supply  of  these 
essential  materials,  exploration  for  min- 
eral deposits  has  been  intensified  and 
Asarco's  existing  mines  and  facilities 
around  the  world  are  being  expanded. 

see  page  facing  index  of  advertisers. 
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Our  Executive  Committee  does 
some  pretty  nice  harmonizing 
to  the  tune  of  $1.4  billion 

That  kind  of  performance  takes  real  talent.  And  they're 
loaded  with  it. 

It  all  started  with  the  key  men  who  led  the  rapid,  sure  growth 
of  Signal.  Executives  with  lots  of  corporate  know-how... 
nd  some  refreshing  ideas  on  effective  management.  So  they're 
diversifying  and  strengthening  the  team  by  bringing  up 
executive  talent  from  our  growing  family  of  companies.  This 
puts  leaders  of  some  pretty  successful  businesses 
on  our  Executive  Committee. 

But  more  than  just  talent,  there's  a  rapport  and  closeness  of 
philosophy  that  makes  this  group  unusually  effective.  Because 
they  share  common  goals  and  respect  they  can  act  in  concert. 
Problems  get  solved  quickly.  Decisions  are  made  without 
hesitation.  Doesn't  this  kind  of  harmony 
make  a  long-run  hit  at  the  box  office? 

The  Signal  Companies 

1010  Wilshire  Boulevard,  Los  Angeles,  California  90017 

The  Garrett  Corporation,  Mack  Trucks,  Inc.,  Signal  Equities  Company,  Dunham-Bush,  Inc., 

Signal  Properties,  Inc.,  Signal  Investment  Company,  Signal  Oil  and  Gas  Company. 


As  I  See  It 


'We  Should  Respond  to 
American  Industrial  Imperialism 
More  Than  to  Russian 
Military  Imperialism." 


You  wrote  The  American  Challenge 
last  year.  What  would  you  change  if 
you  were  writing  it  again  today? 

Ser\  ax-Schreiber:  A  few  things  have 
thanged  on  both  sides;  the  balance 
has  not.  On  some  things  the  American 
lead  seems  today  to  have  weakened. 
Let's  take  two  examples.  One  is  the 
Boeing  supersonic  transport,  because 
Boeing  has,  it  seems,  abandoned  the 
variable  wing.  Now  I  had  a  chapter 
that  seemed  to  m-?  important  about 
the  technical  lead  of  the  American 
aircraft  industry  on  two  things:  on 
titanium  and  on  the  variable  wing. 
Well,  on  titanium  it  is  confirmed,  on 
the  variable  wing  it  has  lessened. 

On  the  same  side,  on  the  apparent 
weakening  of  the  American  lead,  there 
is  the  NASA  problem — the  resigning 
of  James  Webb,  the  budget  prob- 
lems of  NASA.  That  seems  to  indi- 
cate, although  these  things  are  very 
confusing,  that  the  American  lead  in 
space  has  been  weakening  also. 

On  the  other  side,  a  year  ago  the 
dollar  was  weak  compared  with  the 
franc  or  other  European  money.  To- 
day the  dollar  is  much  stronger.  So 
that  is  a  strengthening  of  the  Ameri- 
can position. 

But  on  the  essential  point,  which  is 
hew  America  is  managing  better  its 
talent  for  creation — I  think  we  have 
more  examples  of  confirmation  than  of 
contradiction  of  my  position.  The 
Europeans  would  like  to  think  that 
the  American  lead  is  not  as  big  as  I 
said  it  was.  But  I  think  it's  a  bad 
service  to  let  them  hold  onto  that 
phony  idea,  because  the  American 
lead  is  constantly  increasing. 

Specifically,  where  and  how? 

Servan-Schreiber:  The  American  su- 
periority is  in  one  thing:  the  better 
organization  of  talent.  It's  not  only  an 
industrial  problem  that  we  have;  it  is, 
shall  we  say,  a  cultural  problem.  The 
American  society  as  of  today  is  better 
organized  to  permit  talent  to  create. 
Management  is  the  organization  of  a 
society  to  permit  talent  to  be  fruitful. 

But  some  French  companies  can 
also  be  very  efficient — for  example, 
the  Pechiney  aluminum  reduction 
plant  near  the  Lacq  gas  fields. 

Servan-Schreiber:  Pechiney  is  a  very 


Jean-Jacques  Servan-Schreiber 


In  his  much-publicized  best-seller,  The  American  Challenge,  French  writer- 
politician  Jean-Jacques  Servan-Schreiber  has  warned  Europeans  that  the 
U.S.  is  taking  over  their  continent;  not  through  old-fashioned  imperialism 
or  through  the  power  of  the  dollar,  but  through  a  more  powerful  and  in- 
sidious force:  superior  organizing  ability.  Americans,  he  says,  are  not  more 
talented,  but  they  know  how  to  organize  talent,  how  to  motivate  it,  how  to 
create  an  atmosphere  in  which  it  thrives.  In  spite  of  the  apparent  belliger- 
ency of  the  above  quote,  Servan-Schreiber  is  essentially  pro-  not  anti- 
American,  and  he  advises  Europeans  to  rise  to  the  challenge,  rather  than  to 
resist  it.  He  was  interviewed  in  Paris  for  FORBES  earlier  this  fall  by  Execu- 
tive Editor  Dero  A.  Saunders.  Servan-Schreiber  plans  a  U.S.   visit  shortly. 


interesting  example.  Pechiney  decided 
this  year  that  the  cost  of  electricity  in 
France  was  much  higher  than  it 
should  be.  Now  Pechiney  is  investing 
in  new  plants  only  outside  of  France. 
This  is  one  good  example  of  a  well- 
managed  French  company  that  has 
decided  that  the  industrial  environ- 
ment in  France  was  so  outdated  that 
the  company  had  to  go  elsewhere.  It 
is  also  a  proof  that  we  are  wasting  our 
talent.  We  should  keep  Pechiney  in- 
vesting here,  and  we  have  not  been 
able  to  do  it.  Even  when  we  have 
talent,  when  we  have  creativity,  when 
we  have  good  organization,  we  still 
can  waste  it. 

French  electricity  is  one  of  the  as- 
pects of  our  lack  of  strategy  in  modern 
industrial  fields.  We  have  built  atomic 
energy  in  France  geared  toward  mili- 
tary uses.  We  have  atomic  bombs  and 
hydrogen  bombs  and  we  will  have  a 
'nuclear  deterrent,  but  we  are  losing 
Pechiney.  Where  is  the  good  strategy? 
The  only  two  atomic  powers  in  Europe, 
France  and  Britain,  have  geared  their 


research  and  development  in  atomic 
energy,  politically  and  strategically, 
toward  military  ends  first  and  toward 
industrial  competition  second.  It's  the 
wrong  order. 

We  are  still  thinking  of  our  national 
survival  in  military  terms.  Our  sur- 
vival now  is  not  threatened  militarily, 
it's  threatened  industrially.  To  carica- 
ture it,  I  say  that  today,  thanks  to 
the  American  nuclear  umbrella,  we 
should  respond  to  American  industrial 
imperialism  more  than  Russian  mili- 
tary imperialism — thanks  to  the 
Americans. 

This  is  now  the  fatal  moment:  If 
we  don't  react  now  we  will  have  lost 
what  we  still  had  20  years  ago,  which 
was  [the  lead  in]  creativity. 

I  will  go  further  than  purely  indus- 
trial considerations.  I  think  that  in 
the  arts,  in  design,  in  music,  in  lit- 
erature, in  everything  that  goes  with 
power,  that  a  civilization  can  have 
cultural  creativity  only  when  it  has  in- 
dustrial power.  Now  the  cultural  cre- 
ativity, too,  is  passing  to  the  U.S.  If 
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able December  5,  1968  to  stockholders  of  record 
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Adults  who  are  home  owners  with  household 
incomes  of  $15,000  &  over 

Forbes  38.0% 

Fortune  37.6% 

Business  Week  27.2% 

Forbe:  s  the  highest  concentration  of  these 
better  paid  home  owners  found  in  the  1968 
Simnu  Study  of  the  audiences  of  57 
publications. 


As  I  See  It 

you  take  music  or  architecture,  now 
the  Americans  are  becoming  more 
creative,  and  they  take  to  the  U.S.  the 
best  creators  we  had  in  Europe.  The 
conditions  of  creativity  are  trans- 
planted in  the  U.S. 

But    look,    we    Americans    aren't 
ahead  in  everything.  Certainly  not  in 
■steel,  in  shipbuilding,  possibly  not  in 
.  chemicals. 

Servan-Schreiber:  In  many  fields 
the  Americans  are  not  in  the  lead.  We 
have  many  examples  in  Germany, 
Italy,  Japan  and  Sweden.  In  classical 
fields  like  steelmaking,  the  Swedes 
are  sometimes  better.  In  shipyards, 
the  Japanese  are  better.  In  radio  and 
TV  transistors,  the  Japanese  are 
better.  In  chemistry,  the  Germans 
might  be  better.  But  those  are  not 
fields  of  advanced  technology.  So 
sometimes  the  meaning  of  the  Chal- 
lenge has  been  distorted,  as  if  I  meant 
that  in  all  industrial  fields  America 
was  leading.  I  said  only  that  in  ad- 
vanced technology  America  was  lead- 
ing. Electronics,  for  example.  In  the 
essential  part  of  electronic  develop- 
ment, which  is  the  integrated  circuit, 
the  Americans  still  have  a  monopoly. 
That  is  very  disquieting. 

In  computers  the  Europeans  are 
lagging  way  behind.  To  catch  up 
would  take  a  lot  of  money,  a  lot  of 
coordination  of  development.  I  don't 
think  that  any  of  our  European  com- 
panies can  do  it  alone  now;  to  com- 
pete with  IBM  is  a  real  problem,  even 
for  American  companies.  The  British 
an;  the  only  ones  who  are  making  a 
concerted  effort.  We  French  are  pre- 
tending; we  are  not  doing  it. 

Why  are  you  so  against  IBM? 

Servan-Schreiber:  I  am  not  hostile 
to  these  American  companies,  and  I 
like  IBM  in  France.  This  is  not  a  war, 
it  is  a  challenge,  in  the  English  sense 
of  the  word.  I  think  it  is  a  positive 
challenge;  we  welcome  it.  Yes,  it's  a 
challenge  we  must  respond  to.  So  the 
more  successful  American  companies 
we  have  in  Europe  the  better,  because 
then  the  challenge  is  greater,  and  we 
have  to  respond  to  it. 

You  suggest  the  response  can  be 
successful.  How? 

Servan-Schreiber:  I  don't  think  we 
can  do  it  on  a  national  selective  basis. 
The  only  way  to  progress  is  to  have 
a  multinational  corporation.  It's  evi- 
dent in  electronics:  None  of  our 
countries  in  Europe  can  do  it  alone. 
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'But  the  trend  today  in  Europe  is 
to  create  multinational  corporations 
with  American  corporations.  I'm  not 
against  that,  but  I  would  prefer  multi- 
national European  corporations.  For 
instance,  the  French  Machines  Bull 
goes  together  with  General  Electric. 
Why  not  have  Machines  Bull  go  to- 
gether with  Siemens  and  Olivetti  and 
British  General  Electric  instead?  This 
has  not  happened  yet,  but  it  will  hap- 
pen in  major  fields;  I  think  in  the  au- 
tomobile industry  it  will  happen  now. 
The  spectacular  recent  deal  be- 
tween Fiat  and  Citroen  is  most  in- 
teresting. Agnelli  of  Fiat  believes  only 
three  or  four  European  automobile 
companies  will  remain  alive  ten  years 
from  now  to  compete  with  America. 
So  he  quickens  the  pace.  The  nation- 
alist reactions  in  both  countries  were 
also  revealing.  Industrial  companies 
now  understand  the  need  to  build  a 
European  economic  power,  but  politi- 
cal leadership  is  still  lacking.  And  it 
cannot  be  done  without  it. 

What  about  the  strikes  and  the  stu- 
dent discontent  in  France  and  else- 
where  on  the  Continent?  Are  these 
tfgiu  that  the  old  society  is  being  re- 
placed by  a  newer,  more  flexible  one? 

Si.n\  w -S<  urn  ibek:  We  are  a  rigid 
society,  a  society  not  prepared  to 
change.  The  young  people  feel  that 
more  than  any  others.  We  are  still 
continuing  in  main  of  our  institutions, 
especially  the  universities  but  also  the 
economy,  continuing  in  the  century- 
old  patterns.  And  so  when  the 
changes  in  modern  science  and  in- 
dustry come  in  conflict  with  those 
rigid  patterns,  you  have  explosions. 
You  have  other  symptoms  of  the 
same  disease,  of  the  same  conflict,  in 
Italy,  where  the  universities  were  in 
very  great  turmoil  even  before  the 
French  universities;  and  you  have  the 
same  kind  of  thing  in  Germany. 
.  It's  worse  now  because  the  rate  of 
change  is  much  quicker.  I  would 
measure  it  by  one  thing:  the  time 
that  elapses  between  an  invention  in 
science  and  the  production  in  indus- 
try. A  generation  or  two  generations 
ago  that  time  could  easily  have  been 
ten  to  20  years.  Now  it's  two  or  three 
years.  The  rate  of  change  is  so  much 
quicker  that  you  have  to  arrange  your 
institutions  to  a  much  quicker  rate  of 
change.  That  is  where  Europe  has 
lagged  behind. 

Have  the  reforms  since  the  May 
riots  been  broad  enough  to  prevent 
the  pressures  from  building  up  again? 

Servan-Schreiber:    One   of   the   de- 


Urban  Renewal: 

Financing  it  and  making  it  pay. 

In  the  November  issue  of  our  Monthly  Letter  we  examine  the  vast  and 
urgent  question  of  urban  renewal.  This  program  may  involve  construc- 
tion expenditures  of  $150  billion  to  $250  billion  over  the  coming  decade. 
It  could  be  one  of  our  economy's  leading  post-Vietnam  enterprises  and 
could  provide  opportunities  for  profitable  investment. 

The  near-term  implications  of  the  program  are  also  encouraging  and 
there  are  even  now  indications  of  greatly  accelerated  building  activity. 
Housing  starts  this  year  may  total  1.5  million  units  vs.  1.29  million  in 
1967;  they  are  expected  to  rise  to  1.65  million  units  or  more  in  1969. 

The  Letter  appraises  three  leading  stocks  associated  with  the  construc- 
tion industry.  All  of  these  are  recommended  for  current  purchase. 

For  your  free  copy  of  our  November  Monthly  Letter,  simply  write 
or  call  at  our  nearest  office. 
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These  Notes  are  not  being  offered  to  the  public. 

$150,000,000 

United  Air  Lines,  Inc. 

Notes  due  February  1, 1990 


The  Company  has  arranged  for  the  sale  of  the  above  Notes 
to  institutions  through  the  undersigned. 
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THIS  IS 
FREE  ADVICE! 

"How  to  Change  Your  Posi- 
tion" is  a  14-page  guide  pre- 
pared by  professional  executive 
recruitment  consultants.  It 
gives  you  advice  from  the  em- 
ployer's viewpoint  on  how  to: 

•  Prepare   a   resume 

•  Organize  a  seareh  program  to 
fit  your  needs 

•  Multiply  leads  to  current 
openings  through  ER  and 
other  sources 

•  Contact    employers   and 
recruiters 

•  Handle  interviews  and 
negotiations 

"How  to  Change  Your  Posi- 
tion" is  not  for  sale.  If  you 
are  now  earning  $15-$125,000, 
call  or  write  in  confidence  for 
your  complimentary  copy — 
plus  brochure  on  ER.  Send 
present  resume  if  available. 

EXECUTIVE 
REGISTER 

Dept.  FU15,  30  Rockefeller  Plaza,  N.Y.  10020 
\ (212)  581-3160 / 


As  I  See  It 
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THE  DIAMOND  OF  HER  DREAMS 

at  investment  prices 


Buy  Diamond  Jewelry  direct  from  one 
of  America's  well  known  diamond 
cutters.  Pay  only  actual  market  price. 
We  refund  all  monies  unless  your 
own  appraisal  shows  value  1A  to  Vi 
higher. 

Over  5,000  style-.  S100  to  $100,000 


Send  for  FREE  80-PAGE  CATALOG 
I    EMPIRE  DIAMOND  CORP  ,  DEPT.  46 
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mands  of  the  students  in  Europe  and 
especially  in  the  French  May  crisis- 
was  this:  The  students  say,  "We  do 
not  want  intellectual  research  to  be 
geared  completely  to  the  needs  of  in- 
dustry. We  want  research  to  be  much 
more  aloof  from  industry,  indepen- 
dent from  industry  so  that  we  can 
have  more  basic  research,  not  con- 
stantly geared  to  production."  That  is 
an  interesting  demand,  because  it  is 
true  that  research  should  not  be  linked 
constantly  to  production.  Research 
should  be  free,  and  then  it  belongs 
to  the  industrial  makers  to  use  the 
research,  but  not  to  them  to  say 
what  the  research  should  be.  That 
was  one  of  the  philosophical  problems 
of  the  May  crisis  in  France. 

What  shape  are  the  reforms  be- 
ginning to  take  since  the  May  crisis? 

Servan-Schreiber:  The  French  gov- 
ernment and  the  President  of  Fiance 
say  that  they  will  make  reforms  es- 
sentially in  two  sectors,  the  universi- 
ties and  business.  In  the  universities 
they  have  started  reform — more  au- 
tonomy for  universities,  more  com- 
petition between  them  and  less  cen- 
tralization. Paris  was  dictating  to  all 
the  rest  of  France  what  should  be 
done  in  the  univeisities.  This  is  chang- 
ing really.  In  the  companies  they 
h..ve  not  reformed.  They  don't  know 
what  to  do  because  the  only  reform 
that  I  think  would  be  efficient  would 
be  to  give  more  real  power  to  the 
unions,  so  that  they  could  negotiate 
like  we  see  in  America  or  Sweden 
or  Germany.  The  French  government, 
as  it  is  now,  does  not  like  the  power 
of  the  unions;  it  wants  to  weaken  the 
unions.  So  if  I  could  summarize  the 
reforms  to  date  in  France:  I  think  in 
the  university  sector  it  is  a  real  re- 
form, and  could  be  a  productive  one. 
But  in  the  industrial  sector  nothing 
has  changed  yet. 

True,  the  government  gave  the 
workers  more  wages;  they  thought 
that  was  enough.  I  think  the  students 
might  be  satisfied  with  the  reform, 
not  right  now  but  after  some  time. 
The  industrial  workers  will  not 
be  satisfied  but  will  be  frustrated,  and 
then  we  will  have  new  problems.  I 
think  the  current  French  government 
is  a  rather  efficient  government  as  far 
as  a  conservative  government  can  be 
efficient.  I  personally  don't  believe 
that  conservative  governments  can 
adapt  the  European  societies  to  the 
dramatic  changes  that  are  needed. 

One  of  the  criticisms  of  your  book 
by  U.S.  ct     puny  heads  was  the  im- 


portance that  you  assign  to  the  gov- 
ernment assistance  of  research  in  the 
U.S.  They  say  government  assistance 
does  not  mean  nearly  so  much  as  you' 
think  it  does.  Do  you  really  feel  that 
it  is  this  important? 

Servan-Schreiber:  It  depends  en- 
tirely on  what  field.  Nobody  can  deny 
•that  in  space  research  in  the  U.S.  the 
government  direction  and  expendi- 
tures have  been  decisive.  Any  modern 
industrial  country  must  have  a  coordi- 
nation of  the  two.  There  is  no  coun- 
try where  there  can  be  only  private 
research,  and  there  is  no  competitive 
country  that  can  rely  only  on  public 
research. 

If  private  industry  directs  [all]  re- 
search, then  we  will  have  a  constant 
diminishing  of  what  you  call  pure  re- 
search that  is  not  geared  to  industry. 
So  I  think  that  one  of  the  aspects  of 
public  research  is  that  it  can  help  to 
keep  pure  research  alive,  outside  of 
any  consideration  of  cost  and  produc- 
tion and  immediate  exploitation.  That 
is  one  of  the  roles  of  the  state.  I  am 
not  talking  only  about  military  expen- 
ditures, I  am  talking  about  public  ex- 
penditures. 

One  of  the  ways  in  which  public 
research  can  be  helpful  is  in  keeping 
research  outside  of  the  complete  dom- 
ination of  profit.  Profit  is  essential  for 
production;  it  should  not  be  essential 
for  research.  No  private  company — 
how  large  it  is  does  not  matter,  even 
if  it's  IBM  or  General  Motors  or  Esso 
— can  make  an  expenditure  without 
regarding  at  all  what  could  be  the 
return  for  the  expenditure.  The  only 
company  that  can  do  that,  within 
some  limits,  is  the  state,  and  the  uni- 
versities to  some  degree.  From  a  pri- 


88 


FORBES,  NOVEMBER  15,  1968 


vate  company  you  cannot  ask  it.  Pri- 
vate companies  should  not  be  chari- 
table companies;  they  should  always 
make  profit. 

You  say  the  conservatives  cannot 
work  the  needed  reforms.  Yet  your 
book  spent  a  lot  of  time  castigating 
the  European  left  as  being  behind  the 
times — out-of-date. 

Servax-Schreiber:  Yes,  that  is  really 
why  I  wrote  the  book.  This  is  not  an 
industrial  analysis;  it  is  a  political 
essay.  I  am  appalled  by  the  fact 
that  we  are  abandoning  the  modern 
adventure  and  the  modern  dream  to 
the  Americans.  The  willingness  to  be 
constantly  in  the  forefront  of  human 
progress  is  what  I  think  is  the  es- 
sence of  the  left  or  progressive  move- 
ments in  politics.  And  I  see  in  my 
own  country  and  in  other  European 
countries  that  the  left  is  abandoning 
its  ambition.  This  is  really  why  the 
May  uprising  led  to  an  increase  in 
the  conservative  forces  in  France; 
there  were  no  progressive  forces  to 
take  advantage  of  the  May  revolu- 
tion. So,  for  the  first  time  in  the  his- 
tory oJ  the  French  Republic,  a  con- 
servative  party  has  an  absolute  ma- 
jority in  Parliament,  because  there 
was  do  alternative,  no  progressive 
force  that  could  take  advantage  of  it. 
These  forces  of  the  left  in  Europe, 
especially  in  Fiance  and  Italy,  are 
so  intellectually  inhibited  by  the  ide- 
ology of  Marxism  and  Communism 
that  it  takes  a  great  deal  of  time  and 
effort  for  them  to  think  in  modern 
terms.  They  are  still  thinking  in  terms 
of  the  Russian  Revolution  of  1917. 

You  continually  suggest  in  your 
book  that  there  arc  more  young  con- 
servatives in  tune  with  today's  Europe 
and  with  the  new  technology  than 
there  are  such  people  on  the  left. 
Do  you  feel  a  pull  toward  conserva- 
tism for  this  reason? 

Servan-Schreiber:  No,  I  am  not  a 
conservative,  and  I  shall  never  be 
one.  I  am  too  old  to  change.  But  I 
witness  today  in  France  that  the  con- 
servative people  are  more  modern- 
minded  and  they  have  more  intelli- 
gent reform  to  propose  than  the  so- 
called  progressive  forces.  My  intention 
was  only  to  make  those  progressive 
forces  react  and  become  alive  again, 
not  only  in  France  but  in  Europe. 

What  about  the  U.S.?  Are  what 
you  call  progressive  forces  weakening? 

Servan-Schreiber:  I  cannot  say.  But 


if  the  general  mood  in  America  today 
is  to  get  away  from  what  they  call  big 
government — there  is  too  much  gov- 
ernment expenditure,  too  much  gov- 
ernment interference  in  industry — and 
to  go  back  to  its  conservative  mood, 
which  seems  from  here  to  be  the 
American  political  mood  today,  I 
think  that  is  dangerous. 

We  can  never  abandon  the  idea 
that  the  state  is  a  higher  form  of  or- 
ganization than  private  companies.  I 
am  for  private  companies,  but  I  think 
they  can  play  their  social  role  and 
their  creative  role  only  if  one  under- 
stands that  the  state  has  the  major  role 
to  play  in  the  social  life.  We  are  con- 
cerned about  the  conservative  mood  in 
America.  Although  we  are  great  ad- 
mirers of  American  productivity  and 
American  efficiency,  and  now  of 
American  creativity  and,  I  would  say, 
American  culture,  we  are  afraid  that 
the  Americans  will  think  that  this  is 
due  only  to  private  enterprise.  That 
is  not  true.  If  the  political  decisions 
of  the  American  people  go  toward 
that,  I  think  you  will  waste  some  years. 

Americans  ought  to  remember,  too, 
that  the  present  trend  whereby  they 
are  taking  over  the  European  econo- 
mies is  not  entirely  healthy  for  them. 
If  America  has  a  monopoly  on  the 
advanced  industrial  society,  then  the 
process  will  be  bad  for  America. 
America  cannot  have  a  monopoly  and 
stay  a  healthy  and  prosperous  society. 

To  prevent  this  trend  from  hurting 
both  of  us,  we  should  abandon  no 
field,  not  even  space,  which  is  of 
course  very  expensive.  What  shall  we 
do  when  only  the  Americans  or  the 
Russians  can  go  to  the  planets? 

This  is  important  not  only  in  a 
profitable  sense,  but  in  a  more  vital 
sense.  Let's  take  our  small  boys  (I 
have  three  sons).  They  go  to  the 
movies  or  they  look  at  television,  and 
they  all  dream  now  of  cosmonauts 
and  planets.  Now  if  they  begin  to 
have  the  idea  that  those  cosmonauts 
can  only  be  Russians  and  Americans, 
their  whole  philosophical  universe 
will  shrink.  They  will  think  they  are 
second-class  citizens  of  the  world. 
This  has  very  concrete  consequences 
in  their  dreams,  and  to  dream  is  the 
most  important  part  of  life  and  of 
industrial  creativity:  Everything  de- 
pends on  the  capacity  for  dreaming. 
If  you  can  see  only  movies  that 
tell  ten-year-old  boys  that  these  peo- 
ple with  funny  helmets  and  all 
those  modern  things  like  James  Bond 
can  only  be  Americans,  and  eventual- 
ly Russians,  then  our  capacity  for 
dreaming  is  crippled  and  our  vitality 
is  diminished.  ■ 
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Pullman 
Incorporated 

Quarterly  Cash  Dividends 

Consecutively  Paid 

For  101  Years 

A  quarterly  dividend  of  sev- 
enty cents  (70^ )  per  share 
will  be  paid  on  December 
13,  1968,  to  stockholders  of 
record  November  15,  1968. 

W.  IRVING  OSBORNE,  JR. 
Chairman  and  President 

Divisions 
Transportation  Equipment 
Pu/iman-Sfanc/arc/ 
Trof'mobiie 
Transport  Leasing 
Engineering/Construction 
The  M.  W.  Kellogg  Company 
Swindell-Dressier  Company 

Principal  Subsidiaries 

The  Canadian  Kellogg 

Company,  Limited 
Kellogg  International  Corp. 
Trailmobile  Finance  Company 
Canadian  Trailmobile  Limited 
Trailmobile  de  Mexico,  S.A. 
Standard  Steel  Works,  Inc. 
Unimation,  Inc. 
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One  World 

Since  foreigners  drink  Coke  and  brush  their  teeth  with  Colgate,  they  can  be  per- 
suaded to  munch  Ritz  crackers  and  Chipsters.  So  reasons  Nabisco's  Lee  Bickmore. 


Lee  S.  Bickmore  is  a  one-worlder,  but 
it's  not  so  much  world  government 
that  interests  him  as  the  tendency  for 
people  all  over  the  world  to  adopt 
the  same  tastes  and  the  same  consump- 
tion habits.  Bickmore  is  chairman 
of  the  National  Biscuit  Co.,  which 
purveys  an  astounding  $764  million 
worth  of  cereal,  crackers,  cookies  and 
candy.  An  increasing  proportion  of 
these  sales — $162  million  last  year — 
come  from  operations  overseas. 

"It's  not  just  that  foreigners  are 
getting  money  to  spend,"  he  says.  "It's 
the  whole  complex  of  the  automobile, 
the  supermarkets,  and  the  national  ad- 
vertising media.  It  is  taking  Europe 
out  of  the  bread-and-bakery  era  and 
putting  it  into  the  packaged,  con- 
venience-food era. 

"Why,"  he  says,  "we  plan  someday 
to  advertise  all  over  the  world.  We 
might  spend,  say,  $8  million  for  an 
advertisement  on  a  communications 
satellite  system.   It  might  reach  350 


million  people.  So  what  we're  doing 
now  is  establishing  the  availability  of 
our  products  in  retail  outlets  all  over 
the  world." 

At  the  moment  it  is  so  much  cake 
in  the  sky.  Bickmore  concedes  that 
the  foreign  market  is  producing  20% 
of  Nabisco's  sales,  but  only  10%  of  its 
profits.  Expansion  and  start-up  costs 
abroad  largely  account  for  the  fact 
that  profits  were  off  7%  (to  $27.6  mil- 
lion) in  the  first  nine  months  of  L968. 
(Sales  gains  were  virtually  nonexis- 
tent, mostly  because  Bickmore  sold 
his  bread  division  to  Kansas'  Inter- 
state Bakeries.  Bread  is  a  local  busi- 
ness and  not  the  kind  of  product 
Nabisco  wants  these  da) 
"Cookies  and  crackers  ai.  e  the 

fastest-growing    part    ol    th< 
will  be,  and  our  investments  wil 
ns   terrific   leverage   for   the   Ful 
Bickmore  says,  speaking  ol  the  foreign 
market. 

Bickmore  points  out  that,  as  family 


Competition?  In  a  sense, 
there  really  isn't  any  for  such 
Nabisco  products  as  the  fa- 
mous Ritz  Cracker.  There 
is  no  No.  Two  in  the  fashion 
of  Avis  vs  Hertz.  Nabis- 
co Chairman  Lee  Bickmore 
(above)  is  therefore  interest- 
ed in  the  simple  availability 
of  his  products  around  the 
world.  Below  is  a  Nabisco  TV 
commercial  featuring  foreign 
children;  none  of  them  speaks 
English,  but  all  have  heard 
of    Nabisco's    Oreo    cookies. 


income  rises,  Mother  doesn't  buy  that 
much  more  bread.  Instead  she  will 
buy  cookies  and  crackers,  of  which 
Nabisce  is  by  far  the  world's  largest 
manufacturer. 

Nabisco  accounts  for  some  40%  of 
the -cookies  and  crackers  sold  in  the 
U.S.,  a  market  share  several  times 
that  of  Sunshine  Biscuit  and  Keebler 
Co.,  its  two  closest  competitors.  As 
the  industry  leader,  it  enjoys  a  return 
on  equity  of  nearly  20%,  probably 
higher  than  that  of  its  cookie  competi- 
tors. That  return  outdoes  those  of 
such  giant  general  food  makers  as 
General  Foods — and  approaches  such 
cereal  makers  as  Kellogg.  Moreover, 
Nabisco  achieves  this  return  with  a 
long-term  debt  of  only  $54  million, 
a  mere  7%  of  its  $764-million  sales. 

The  cookie  and  cracker  business  is 
not  easy  for  others  to  enter.  Unlike 
grocery  produce  and  bread,  cookies 
are  distributed  and  advertised  on  a 
national  basis.  Nabisco's  marketing 
and  ad  budget  last  year  ran  to  some- 
thing over  $40  million.  Unlike  canned 
goods,  coffee  and  other  preserved 
foods,  cookies  and  crackers  cannot  be 
distributed  through  food  brokers.  They 
must  be  delivered  fresh,  and  to  con- 
trol the  freshness  of  its  products,  Na- 
bisco maintains  a  staff  of  about  3,300 
salesmen  who  deal  directly  with  retail 
outlets.  Moreover,  a  big  part  of  sell- 
ing cookies  is  packaging,  and  Na- 
bisco operates  a  big  printing  and 
carton  plant  at  Beacon,  N.Y.,  and  a 
paperboard  mill  and  carton  plant  at 
Marseilles,   111. 

Cheap  Luxuries 

"Crackers  and  cookies  are  the  only 
luxury  products  that  sell  nearly  as 
cheaply  as  necessities,"  says  Bickmore. 
The  key  word  here  is  "nearly."  Like 
bread,  cookies  and  crackers  are  up- 
graded flour,  but  housewives  pay  a 
premium  to  buy  their  flour  as  Ritz 
crackers  or  Oreo  cookies  and  this  pre- 
mium accounts  for  Nabisco's  profit 
margin.  As  Bickmore  explains:  "Moth- 
ers look  upon  them  as  rewards  for  the 
entire  family.  And  unlike  breakfast 
cereals,  they're  eaten  more  than  once 
a  day." 

In  addition  to  diversifying  geo- 
graphically, Bickmore  has  been 
spreading  out  by  product  line.  Five 
years  ago  he  got  into  candy  with  the 
acquisition  of  James  O.  Welch  Co. 
Since  then  he  has  brought  out  several 
new  noncookie  products  of  his  own, 
such  as  Snack  Mate  cheese  spreads, 
Team  Flakes  ready-to-eat  cereal  and 
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New  look  from  GF.  The  Office  Work  Center. 


You're  looking  at  a  desk,  two  chairs, 
a  reference  table,  bookshelves,  telephone 
and  dictation  equipment,  air-control  device, 
blueprint  rack  and  coat  locker. 

It's  the  GF  Office  Work  Center.  Crisp,  clean, 
uncluttered.  Work  surfaces  fold  neatly  away. 
Storage  areas  are  hidden  but  plentiful.  No  space 
is  wasted.  And  they  improve  office  environment. 

GF  Office  Work  Centers  eliminate 
the  cost  of  conventional  walls  and  partitions. 


They  lower  lighting  and  air  conditioning  costs 
by  "borrowing"  from  adjacent  areas.  And 
they  satisfy  three  important  office  requirements- 
supervisory  control  employee  privacy  and 
economy  of  construction.  Write  for  literature. 
The  General  Fireproofing  Company, 
Dept.  FB-51 ,  Youngstown,  Ohio  44501 . 


GF  Business  Equipment 


Save 
$19,000,000 


GENERAL  AMERICAS!  TRANSPORTATION  CORPORATION   •  120  SOUTH  RIVERSIDE  PLAZA  •  CHICAGO,  ILLINOIS  60680 


That's  the  price  you'd  hav 
pay  if  you  bought  a  couple  of  stretch 
DC  8's  on  your  own. 

But  why  pay  the  price  if  it 
isn't  necessary? 

We  at  GATX  (you  know  us— 
Tank  Car  people)  have  saved  An 
business  millions  over  the  last  70 


in  railroad  car  and  storage  terminal 
leasing. 

And  now  through  our  new 

ary,  GATX/Boothe,  we're  pre- 
red  to  lease  you  major  pieces  of 

and  transportation  equipment. 
>]  example,  we  recently  leased 
mglas  stretch  DC  8's  (like  those 

I  above),  a  string  of  freight 
md  are  currently  arranging 
=  on  six  Boeing  737  jet  transports. 
So  now  that  you  know  where  to 


get  the  facts  on  leasing,  why  don't  yoi 
send  this  coupon  to  us  at  General 
American  Transportation  Corporation 
and  we'll  send  you  more  information. 
Unless  saving  a  few  million,  doesr 
mean  anything  to  you. 

GATX 


Toastettes.  a  toaster  pastry  filled  with 
fruit. 

f  Biekmore.  top  man  at  Nabisco  since 
1960,  inherited  a  stagnant  company. 
At  the  time  he  took  over,  the  corn- 
pan}  looked  upon  its  competition  as 
consisting  mainly  of  other  biscuit  com- 
panies. Biekmore  feels  that  was  part 
of  the  reason  that  Nabisco  stagnated 
in  the  Fifties.  He  now  tends  to  eye  the 
results  of  such  companies  as  General 
Foods  and  Coca-Cola,  particularly 
Coca-Cola  abroad.  Biekmore  there- 
fore is  simply  more  interested  than 
liis  predecessors  in  other  kinds  of 
products.  He  is  dazzled  by  the  promise 
of  the  entire  snack-food  market.  Like 
the  other  food  manufacturers,  Na- 
bisco is  looking  at  growing  leisure 
time,  the  growing  number  of  meals 
consumed  away  from  home,  and  the 
breakdown  of  the  three-squares-a-day 
waj  of  life.  But  the  snack-food  busi- 
ness ranges  from  hot  clogs  to  canapes, 
and  no  one  is  sure  just  where  it  will 
go.     Biekmore,    therefore,    wants    to 


place  his  bets  on  several  different 
kinds   of  products. 

This,  of  course,  will  take  him  out 
of  his  comfortable  niche  in  the  cookie 
part  of  the  food  industry  and  bring 
him  face-to-face  with  big  breakfast- 
food  companies,  big  soft-drink  com- 
panies and  all  sorts  of  tough  competi- 
tors who  are  entering  snack  foods. 

At  one  time,  Nabisco  hoped  to  join 
one  of  these  competitors.  Mergers 
\vere  proposed  in  1967  between  Na- 
bisco and  Colgate,  and  in  1965  be- 
tween Nabisco  and  Coca-Cola.  The 
Government  objected  to  both,  but 
Biekmore  is  convinced  that  his  com- 
pany has  the  potential  to  go  it  alone. 
And  the  relatively  untapped  overseas 
market  is  one  important  reason  he 
thinks  so.  "After  all,"  he  says,  "the 
food  business  is  the  biggest  business 
in  the  world."  Biekmore  sees  the  day 
coming  when  Arabs  and  Africans, 
Latins  and  Scandinavians  will  be 
munching  Ritz  crackers  as  enthusiasti- 
cally as  they  already  drink  Coke  or 
brush  their  teeth  with  Colgate.  ■ 


Only  a  Bruise 


FMC  is  recovering  quickly  from  its  1967  earnings  decline. 


It  probably  didn't  make  jack  Pope 
too  happy.  Last  February,  he  had  to 
sign  his  first  annual  report  as  president 
and  chief  executive  officer  of  Califor- 
nia's big  FMC  Corp.  In  that  report,  he 
had  to  explain  to  shareholders  that  in 
1967  the  company  had  suffered  its 
first  earnings  decline  in  17  years. 
Although  sales  of  the  big  conglom- 
erate showed  an  increase  of  5%  to  $1.3 
billion,  profits  per  share  had  fallen  14% 
to  SI. 86. 

Since  then,  however,  FMC  profits 
have  been  behaving  in  their  custom- 
ary manner,  that  is,  they  have  been 
growing.  For  the  first  quarter,  they 
were  up  14%.  For  the  second  quarter, 
they  were  up  22%.  Last  month,  Pope 
was  able  to  report  that  the  third- 
quarter  results  were  up  23%  over  the 
year  before.  "We're  approaching  the 
levels  of  1966,"  says  Pope,  "and  that 
was  our  all-time  record  year." 

So  what  had  happened  to  1967? 
Well,  for  one  thing,  Pope  had  a 
major  problem  in  his  big  South  Char- 
leston. W.  Va.  plant,  where  FMC 
makes  railroad  cars  for  the  civilian 
market  and  personnel  carriers  for  the 
military.  Complicated  by  a  strike, 
production  of  the  railroad  cars  was 
simply  not  being  carried  out  on  a 
profitable  basis.  "Our  defense  con- 
tract had  become  an  unprofitable  con- 


trad,"  Pope  says.  "And  you  can't 
renegotiate  it."  But  the  first  quarter 
of  this  year  Pope  had  the  South 
Charleston  plant  straightened  out. 
Among  other  moves,  he  closed  down 
the  unprofitable  railroad  car  operation. 

Bad  with  the  Good 

But  a  much  bigger  problem  for 
FMC  last  year  was  a  bad  period  for 
the  textile  industry.  In  1963.  FMC  ac- 
quired* the  assets  of  American  Viscose, 
a  $240-million  producer  of  synthetic 
fibers.  American  Viscose  was  acquired 
right  after  the  1961-62  dip  in  the 
textile  cycle,  so  FMC  had  never  suf- 
fered on  textiles.  But  another  dip  in 
the  cycle  came  last  year.  Du  Pont  and 
Monsanto,  which  have  much  larger 
percentages  of  their  sales  in  fibers, 
showed  earnings  declines  last  year 
of  20%  and  14%. 

Beginning  in  the  fourth  quarter  of 
last  year,  the  fiber  business  really 
began  to  pick  up,  and  with  it  Jack 
Pope's  worries  disappeared.  Moreover, 
he  had  completed  a  merger  in  1967 
with  $245-miIlion  machinery  maker 
Link-Belt,  and  1968  is  turning  out  to 
be  a  strong  year  for  machinery. 
Which  all  goes  to  show  that  not  even 
topnotch  management  can  guarantee 
that  earnings  will  always  go  up;  it 
can,  however,  keep  the  inevitable  de- 
clines from  getting  out  of  hand.  ■ 


ASSETS    OVER    $410    MILLION 


GIVE   YOUR 
SAVINGS... 


Double  Safety 

A  Accounts  insured  to  $15,000 
by  the  Federal  Savings  and 
Loan  Insurance  Corporation. 

M  One  of  the  highest  reserve 
ratios  in  the  nation.  ~ 


5 


Plus  highest  dividends  com- 
pounded daily  from  date  in 
—  to  date  out. 


% 


per  annum 
current  rate 


Equal  to  5.13%  per 
annum  when  principal 
and  dividends  remain 
one  year 

Bonus  Accounts  earn  an  added    /4  /q 
per  year  when  held  36  months 

One  of  America's  Largest 
. . .  and  Strongest 


Fi 


EST.  19.17 


^ 


DELITY 
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AND  IOAN  ASSOCIATION 

Box  1631-22  •  Glendale,  Calif.  91209 
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Please  send 

details    on: 


n  Savings  Accounts 
D  Check- o-Monlh   Plan 


,  NAME- 


.ADDRESS- 
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STATE- 
PLEASE    PRINT 
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POWER 
8  LIGHT 


Serving  in 

UTAH 

IDAHO 

COLORADO 

WYOMING 


FREE  CATALOG  OF  EXOTIC  NUTS 

from  around  the  world 

Give  excitingly  different  holiday  gifts 
of  exotic  nuts.  Distinctly  and  beauti- 
fully packaged.  A  rare  gourmet  taste 
treat.  Satisfaction  guaranteed.  Send 
for  catalog. 

The  Peterson  Nut  Co. 
917  Carnegie  Avenue  .  Cleveland,  Ohio  44115 
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Only  a  Bone? 

Paul  Samuelson  will  never  win  a 
popularity  contest  on  Wall  Street. 
Not  after  what  he  said  last  month. 

After  having  their  arms  twisted 
by  the  Securities  &  Exchange  Com- 
mission, and  under  strong  urging 
from  New  York  Stock  Exchange 
Chairman  Robert  Haack  (Forbes, 
Oct.  15),  NYSE  members  finally 
agreed  to  lower  commissions  on 
huge  blocks  of  stock  and  to  end 
the  practice  of  give-ups  by  which 
mutual  funds  force  brokers  who  do 
their  trading  to  share  commissions 
with  brokers  who  sell  the  funds. 

So    Samuelson,    a    professor    of 


Paul  Samuelson 


economics  at  the  Massachusetts  In- 
stitute ot  Technology,  up  and  tells 
the  SEC  it  hadn't  gone  nearly  far 
enough;  that  it  should  prevent  the 
exchange  from  fixing  commissions 
altogether,  or  at  least  make  huge 
reductions,  and  that  nonmembers 
should  be  permitted  to  use  the 
facilities  ot   the  exchange. 

Samuelson  explained  to  FOBBES: 
"I'm  not  saying  that  a  customer 
and  a  broker  should  bickei  like  two 
\i.il)s  about  what   th<  sion 

should  be,"  lit 
ing  that  it  shoul 

tin-    hanking    syst(  i 
have  lowet  rates  lor  big 
competition  determines  w 


rates  should  be.  It  might  kill  some 
small  houses,  but  most  could  pro- 
vide special  services  and  charge 
higher  rates.  After  all,  there  is  room 
in  the  food  industry  for  both  super- 
markets and  delicatessens." 

Samuelson  believes  that  for  such 
competition  really  to  exist,  the  fa- 
cilities of  the  New  York  Stock  Ex- 
change should  be  available  to  other 
than  its  present  members.  "Take 
Waddell  &  Reed,  or  the  Sears,  Roe- 
buck pension  plan,"  Samuelson 
said.  "Because  they  are  publicly 
owned  corporations,  they  cannot 
become  members.  But  corpora- 
tions have  been  legal  persons  in 
this  country  for  over  100  years. 
If  these  organizations  had  access 
to  the  exchange,  they  would  have 
the  leverage  to  force  down  the 
commissions  they  pay,  even  if  they 
didn't  buy  seats."  In  short,  Samuel- 
son regards  the  exchange's  reforms 
as  a  bone  thrown  to  the  investing 
public.  And  while  what  he  says 
may  have  little  effect  now,  his 
logic  suggests  the  direction  of  fu- 
ture attacks  on  the  exchange's 
commission  structure. 

The  embattled  brokers  could  not 
even  draw  comfort  from  the  fact 
that  Samuelson  is  a  liberal.  The 
day  after  he  testified,  conservative 
Henry  E.  Wallich,  a  onetime  mem- 
ber of  Eisenhower's  Council  of 
Economic  Advisers,  appeared  be- 
fore the  SEC  and  said  substan- 
tially the  same  thing.  ■ 

A  Leak  in  the  Plan 

l\  the  last  15  years  Sir  George 
Harvie-Watt,  chairman  of  Lon- 
don's Consolidated  Gold  Fields, 
has  extended  the  company's  opera- 
tions beyond  South  African  gold 
mining  to  become  a  vast  interna- 
tional mining  outfit  in  iron  and 
copper,  lead  and  zinc,  rutile  and 
tin.  Last  month  he  was  blessing 
the  day  he  started  to  diversify. 

Cold  Fields  operates,  in  South 
Africa,  the  world's  richest  gold 
mine,  the  West  Driefontein  mine 
which  churns  out  operating  profits 
ot  some  $55  million  a  year.  But 
West  Driefontein — whose  develop- 
ment capped  the  postwar  revival 
of  South  African  gold  mining — 
has  had  a  troubled  history.  In  1962, 
without  warning,  its  multimillion- 
dollar  crusher  plant  disappeared 
into  a  gaping  hole  that  opened  up 


beneath  it,  destroying  the  mill  and 
costing  29  lives. 

Late  last  month  trouble  struck 
again.  Water  suddenly  began 
pouring  into  the  mine  from  under- 
ground fissures  at  the  rate  of  72 
million  gallons  a  day,  threatening 
-to  destroy  the  mine  by  under- 
ground flooding.  Gold  Fields  has 
managed  to  beef  up  its  pumping 
capacity  to  some  62  million  gal- 
lons a  day;  but  that  is  too  little, 
and  executives  fear  the  flooding 
may  short  out  the  pumping  system. 

"I  don't  think  it's  going  to  be 
too  bad,"  said  Sir  George  in  Lon- 
don. But  things  looked  bleaker  in 
Johannesburg.  Said  West  Driefon- 
tein Chairman  Adrian  Louw,  "The 
next  three  weeks  will  be  critical. 
Any  one  of  a  number  of  things  can 
go  wrong,  and  the  mine  can  be 
lost."  Its  loss  would  be  a  major 
blow  to  Gold  Fields.  West  Drie- 
tontein  produced  nearly  half  of 
Gold  Fields'  gold  output  in  fiscal 
1968  and  probably  even  more  of 
its  $19-million  South  African  gold 
mining  profits,  35%  of  the  com- 
pany's operating  net.  But  thanks 
to  Sir  George's  ambitious  diversifi- 
cation, even  a  blow  of  this  magni- 
tude would  hardly  be  fatal.  ■ 


Sir  George  Harvie-Watt 


94 


FORBES,  NOVEMBER  15.  1968 


\9 


k 


Leslie  H.  Warner 


In  the  Nick  of  Time 
Like  wriggling  jackrabbits  pulled 
from  a  magician's  top  bat,  income- 
enhancing  extraordinary  items  pop 
up  with  greater  Frequency  on  cor- 
porate income  statements  as  the 
cold  winds  of  autumn  signal 
the  end  of  another  fiscal  year. 
Among  the  tatter  rabbits  pulled  so 
far  this  tall  was  the  one  recently 
produced  by  President  Leslie  H. 
Warner  of  General  Telephone  & 
Electronics  Corp;  it  is  worth  $55 
million,  or  the  equivalent  of  52 
cents  a  common  share. 

It  came  from  the  sale  of  GT&E's 
interest  in  Thorn  Electrical  In- 
dustries Ltd.  of  Great  Britain.  Al- 
though GT&E  has  been  upping  its 
investment  in  Thorn  ever  since 
'1947.  Warner  decided  the  time 
was  ripe  to  call  it  quits.  He  cited 
"monetary  restrictions  in  the  United 
Kingdom,  the  U.S.  balance-of-pay- 
ments  problem  and  the  gradual  di- 
lution of  GT&E's  percentage  of 
ownership  as  a  result  of  Thorn  ac- 
quisitions." The  sale  of  Thorn  to 
British  investors  for  nearly  $100 
million  will  fuel  GT&E  capital  ex- 
penditures ($817  million  for  1968) 
with  $78  million  in  cash  flow. 

A  few  days  later,  Warner  pro- 
duced another  pleasant  suiprise, 
smaller  but  still  worth  many  mil- 
lions. In  a  deal  between  AT&T, 
GT&E  and   the   U.S.    Independent 


Telephone  Association  October  18, 
the  Bell  System  agreed  to  fork  over 
an  extra  share  of  the  revenues  from 
long-distance  calls  handled  jointly 
with  the  independents.  This  year 
it  will  amount  to  $43  million. 
GT&E's  share  will  be  "more  than 
$30  million,"  or  some  $15  million 
in  net  income.  Both  this  and  the 
Thorn  sale  will  appear  on  the  year- 
end  income  statement. 

This  will  help.  GT&E  earnings 
have  been  something  less  than 
bouncy  of  late.  After  a  number  of 
seemingly  automatic  advances, 
GT&E  income  dipped  last  year  to 
$213.5  million,  from  $214.8  million 
in  1966,  or  from  $2.16  to  $2.12 
per  common   share.   The  surtax,  a 


strike,  price  competition  in  color- 
TV  and  losses  on  military  contracts 
cut  into  profits.  The  surtax  alone 
lowered  net  by  $13  million  in  the 
first  three  quarters.  GT&E  per- 
share  earnings  are  $1.53  for  the 
first  three  quarters  of  1968  as 
against  $1.56  for  the  comparable 
period  last  year.  The  company 
seemed  heading  inexorably  for  a 
second  straight  year  of  no  gains. 

But  these  two  items — one  recur- 
ring (and  added  to  net  income), 
the  other  nonrecurring  ( and  treated 
as  an  extraordinary  item) — more 
than  compensate  for  the  slight  de- 
cline in  operating  income  and  will 
restore  that  growth-company  look 
to  GT&E  numbers.  ■ 


Is  There  a  Mustang  in   General 

Cable's  Future? 
WHEN  he  worked  at  Ford,  Donald 
N.  Frey  shepherded  the  Mustang 
from  original  inspiration  to  market. 
As  chief  of  product  development, 
Frey  had  the  responsibility  for 
planning  the  Mustang.  Then,  as 
assistant  general  manager  of  a 
Ford  division,  he  was  in  charge 
of  the  designing  and  engineering. 
Eventually,  as  vice  president,  he 
was  the  man  who  had  to  figure  out 
how  to  sell  it.  Which,  of  course, 
makes  Frey  the  very  model  of  the 
modern  management  generalist. 

Frey  left  Ford  last  month  to  be- 
come president  of  a  relatively  small 
corporation,  General  Cable.  Why? 
Frey's  answer:  To  run  his  own 
show.  "I  decided  that  I  was  at  the 
right  age,  and  had  reached  the 
right  point  in  time,"  he  says. 

Frey  has  a  taste  for  new  chal- 
lenges. Prematurely  graying  at  45, 
he  started  out  professionally  as 
a  teacher  of  engineering  at  the 
University  of  Michigan  with  a 
Ph.D.  in  metallurgy,  and  decided 
he  needed  practical  experience.  So 
he  took  a  job  at  Ford  in  the  engi- 
neering department.  "I  kept  getting 
interested  in  what  was  going  on 
next  door,"  he  says.  "So  metallurgy 
led  to  automotive  research,  auto- 
motive design  to  automotive  plan- 
ning, and  then  sales  and  marketing. 
I  haven't  gotten  back  to  teaching 
yet." 

General  Cable,  with  sales  of  al- 
•  most  $400  million,  is  the  country's 
largest    producer    of    communica- 
tions and  industrial  wire.  Frey  says 
his  biggest  challenge  will  be  insti- 
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tuting  more  sophisticated  controls 
over  General  Cable's  widespread 
40-plant  manufacturing  operation. 
Does  this  sound  dull  compared 
with  fast-paced,  consumer-oriented 
Detroit?  Not  to  Frey.  "We  are 
marketing  a  very  sophisticated 
industrial  product,"  he  says.  "We 
can  certainly  come  out  with  a 
Mustang  in  the  power  and  com- 
munications field."  ■ 
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Faces  Behind  the  Figures 


Barbed   Praise 

Bernie  Cornfeld,  Philadelphia  so- 
cial worker  turned  international 
mutual  fund  czar,  made  a  couple 
of  rare  U.S.  appearances  last  month 
and  surprised  audiences  at  the  na- 
tional mutual  fund  convention  in 
San  Francisco  and  elsewhere  with 
some  highly  unexpected  tributes 
to  the  Securities  &  Exchange  Com- 
mission. "This  industry,"  he  said, 
"better  stop  thinking  only  about 
making  money  and  think  more 
about  the  public  good.  I  think  the 
SEC  should  have  more  money  to 
be  able  to  hire  better  people;  its 
role   is   vital." 

Fundmen  had  expected  a  tirade 
against  the  SEC.  Last  year  the 
SEC  virtually  exiled  Cornfeld  and 
his  $1.4-billion  European-based 
Investors  Overseas  Services,  the 
biggest  foreign   fund  organization. 

As  a  result,  Cornfeld  agreed  to 
cease  his  security  operations  in  the 
U.S.  and  with  all  U.S.  citizens.  He 
gave  up  a  U.S.  broker-dealership, 
five  U.S. -based  mutual  funds  own- 
ed by  IOS,  and  agreed  to  rid  him- 
self of  a  New  York-based  fund 
sales  organization.  The  deal  left  the 
overwhelming  portion  of  Covnfeld's 
organization  intact,  but  it  hurt 
Cornfeld's  ego. 


Bernard  Cornfeld 


Why,  then,  was  he  urging  more 
money  for  the  SEC?  Had  the  con- 
troversial, hot-tempered,  41-year- 
old  -Cornfeld  mellowed?  Not  really. 
The  speech  was  a  thinly  disguised 
attack  on  the  methods  of  SEC 
Chairman  Manuel  F.  Cohen.  It 
was  full  of  barbs.  "Ill-conceived 
steam-roller  regulation,"  he  said, 
"can  destroy  our  fragile  system." 
In  particular,  he  was  referring  to 
the  recent  Merrill  Lynch  case. 
"We're  creating  a  jungle  climate. 
Anything  the  SEC  wants  to  ac- 
complish doesn't  have  to  be  ac- 
complished this  way — crucifying 
14  people." 

He  went  on:  "The  press  assumes 
that  the  regulators  are  the  good 
guys,  but  this  industry  has  done 
nothing  to  be  ashamed  of.  Many 
people  are  more  solid  citizens  be- 
cause of  this  industry." 

True,  Cornfeld  upheld  the  prin- 
ciple of  regulation.  "It  is  in  the 
interests  of  the  industry  to  work 
closely  with  the  regulators,"  he 
said.  But  what  he  seemed  to  be 
saying  was  that,  while  regulation 
is  fine,  the  same  can't  be  said  of 
the  regulators.  It  was  his  way  of 
paying  back  Cohen  for  driving 
Bernie  Cornfeld's  operations  out 
of  the  U.S.  ■ 


Results,  Not  Reports 
Alexander  Proudfoot,  64,  has  a 
$15-million  business,  but  he  doesn't 
want  to  talk  about  it.  No  story  has 
ever  been  written  about  Alexander 
Proudfoot,    Inc.,    his    management 
consulting  firm,  and  he  will  not  sit 
still  for  either  photographs  or  in- 
terviews. The  snapshot  at  right  is 
the  only  picture  of  him  available. 
His  No.  Two  man,  Fred  M.  Supper, 
is  allowed  to  talk,  but,  Supper  says, 
"We  don't  want  any  publicity."  Un- 
like such  management  consultants 
as  Boo/.,  Allen  or  McKinsey  &  Co., 
Proudfoot  publishes  no  brochures, 
has  no  public-  relations  department. 
One  reason  for  this  diffidence  is 
that   Proudfoot,   Inc.   has  a   lot  of 
dirty  work  to  do.  Unlil 
agement  consul! 
lies    out    the    ii\ 
makes.  "Most  consul 
reports,"  Supper  says. 
leave   and    let    managem 
implement  them.  What 
"hi   ability  to  install  the  <  ■■ 
tli.it  wr  recommend." 


Proudfoot's  single  product  is  the 
Proudfoot  Scheduling  System,  used 
when  one  department  of  a  company 
gets  too  big  or  too  small.  A  large 
eastern  manufacturer,  for  example, 
hired  Proudfoot  when  its  backlog 


Alexander  Proudfoot 


rose  so  fast  that  it  was  losing  or- 
ders due  to  slow  delivery.  The 
manufacturer  figured  that  it  need- 
ed more  highly  trained  shop  work- 
ers. 

Proudfoot  found  work  flow  was 
poorly  scheduled.  Several  hundred 
skilled  workers  were  doing  rush 
jobs  that  could  have  been  done  by 
lower-paid  personnel.  By  balancing 
work  flow,  Proudfoot  cut  down  on 
crises,  shifted  skilled  workers  back 
to  their  specialties,  and  increased 
output  without  new  hiring. 

Proudfoot's  system  also  often 
eliminates  jobs.  As  a  result,  Proud- 
foot has  developed  a  reputation 
as  a  hatchet  man.  A  Cincinnati 
Enquirer  executive  once  called  his 
impact  on  morale  "devastating." 

But  Proudfoot's  clients  don't  seem 
to  care.  Despite  its  lack  of  adver- 
tising or  publicity,  Proudfoot,  Inc. 
has  become  the  U.S.'  fifth-largest 
management  consulting  firm  (after 
Booz,  Allen;  Arthur  D.  Little;  Mc- 
Kinsey; and  Planning  Research 
Corp. ) .  ■ 
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RCA  microwave  was 
the  world's  TV  ticket 
to  the  '68  Olympics- 
live  and  in  color! 


This  year,  for  the  first  time, 
you  and  much  of  the  world  saw 
the  summer  Olympics  "live." 

The  games  were  beamed  direct 
from  Mexico  City  to  the 
Texas  border  on  an  813-mile 
microwave  link  developed,  built 
and  installed  by  RCA's 
Canadian  subsidiary. 

In  the  past  8  years  RCA 
through  its  Canadian  facility 
has  set  up  over  30,000  miles  of 
microwave  communications 
systems  in  thirteen  countries. 
Countries  as  remote  as 
Liberia,  Pakistan,  Iran 
and  Brazil. 

These  systems  handle  the 
simultaneous  transmission  of 
printed  message,  voice, 
and  television  from  each  of 
these  countries  to  the  rest 
of  the  world. 

Today  we're  filling  new  needs 
across  the  globe  in  every 
field  from  color  TV  and  weather 
satellites  to  lasers  and  space- 
age  computers. 

Tomorrow? 

We're  working  on  it. 


^■54* 


r 


:,^iM^ 


w 


This  has  gi 

It  ( 


'     A 


1 


iv 


V 


\ 


Xv 


IV         \1 


y 


\ 


r. 


4 


^ 


** 


. .  to  paper  mill,  to  manufacturer,  to  lumber  yard.  And, 
as  it  goes,  transportation  adds  value  to  it  at  every 
stage  of  distribution,  from  raw  material  to  end  use. 
Fruehauf  Corporation  is  the  world's  largest  single 
source  of  diversified  equipment  for  the  transporta- 
tion of  goods  via  every  mode— road,  rail,  sea  and  air. 
This  is  our  concept  of  Total  Transportation.  Our  annual 
report  tells  more  about  our  vital  role  in  the  economy. 
Write  Fruehauf  Corporation,  Detroit,  Michigan  48232. 

Total  Transportation  means . . . 
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trailers  and  containers  tor  every       tanks  for  liquid  and  dry  bulk        refuse  collection    equipment- 
imaginable  load  cargoes  truck  bodies  and  trailers 


I 


aluminum  hopper  railcars— and        engineering  and  manufacturing 
piggyback  units,  too  for  defense  and  government 


Plus .  .  . 

coast  to  coast  trailer  and 
container  rentals  •  fi- 
nance for  terminals,  ware- 
houses, etc.  •  finance  for 
the  purchase  of  transpor- 
tation equipment  •  heavy 
industrial  weldments  • 
international  sales  and 
service  facilities 


trailer   and 
nents  for  the 


container    compo- 
OEM  market 


dockside,    shipboard    and    rail 
container   handling   equipment 


in-plant    and    warehouse    ma- 
terials handling  systems 


new  ship  building  and  conver- 
sions to  container  ships 


FRUEHAUF 
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DIVISIONS  Fruehauf      •      Independent  Metal  Products      •       Hobbs      •      Magor  Railcar      •      Transport  Investment 

•     Integrated  Systems  and  Products    •     Pro- Par    •     Research  and  Development    •     Rentco    •     Paceco 

SUBSIDIARIES    Fruehauf  Finance  Company     •     Fruehauf  International  Limited     •     Fruehauf- Fischbach  Automation,  Inc. 
&  AFFILIATES    •    Decatur  Aluminum  Company    •    Maryland  Shipbuilding  and  Drydock  Company 


Alcoa  helped  develop 
light  poles  that  die 
for  people. 

It's  no  accident. 


At  60  mph  you  careen  off  the  road 
and  see  the  massive  light  pole- 
dead  ahead.  At  impact  it  breaks  from 
its  base,  then  vaults  up  and  out  of 
sight.  Your  car  slows.  You  get  a 
chance  to  regain  control. 
What  happened  to  the  Alcoa® 
Aluminum  pole  wasn't  an  accident. 
It  was  designed  to  break  away— 
nof  to  stop  you  dead.  And  it's  also  no 
accident  that  most  of  these  aluminum 


poles  can  be  brought  back  to  life  in 
the  repair  shop.  They  can  be  repaired, 
polished  and  returned  to  service— 
for  a  fraction  of  their  original  cost. 
On  the  highway,  in  oceanography, 
packaging  and  a  dozen  other  fields, 
52,000  Alcoans  on  seven  continents 
like  to  do  the  unlikely.  Try  us.    ^7 
Chances  are  we'll  come  back   ^^ 
with  a  new  approach;  a  change  for 
the  better. 


Change  for  the  better  with 
Alcoa  Aluminum 


0ALCOA 


-:>a 


1 


' 


t 


t«Jk} 


h  1 . 


M 


^2 


^$Au 


Faces  Behind  the  Figures 


Sir  Val  Duncan 


Sharing  the  Risks— and  Rewards 

When  Sir  Val  Duncan,  55,  chair- 
man of  London's  Rio  Tinto-Zinc 
Corp.,  came  to  the  company  two 
decades  ago,  RTZ  consisted  of  little 
more  than  a  2,500-year-old  Spanish 
copper  mine  (that  probably  pro- 
duced the  brass  for  Solomon's  Tem- 
ple) and  a  minority  interest  in  the 
Zambian  copperbelt.  Since  then, 
RTZ  has  emerged  as  one  of  the 
world's  most  adventurous  and 
imaginative  natural-resource  com- 
panies, with  major  positions  in 
copper,  lead  and  zinc,  uranium 
and  iron  ore,  as  well  as  a  score  of 
lesser  minerals.  That  it  has  done 
so  is  in  no  small  measure  due  to 
Duncan's  willingness  to  take  on 
minority  partners  in  some  of  RTZ's 
most  ambitious  ventures — partners 
like  Newmont  Mining,  Kaiser  Steel 
and  Kaiser  Aluminum,  Anaconda 
and  American  Metal  Climax.  "We 
believe  in  partnerships,"  Duncan  is 
fond  of  saying.  "It  reduces  the 
risks  of  the  heavy  load  of  financing 
involved  in  these  projects,  and  it 
enables  us  to  carry  out  a  larger 
number  of  them." 

And    success    has    not    blunted 


Duncan's  eagerness  to  share  both 
the  risks  and  the  rewards.  In  Au- 
gust, RTZ  joined  with  Bethlehem 
Steel  in  taking  a  51%  interest  (di- 
vided 75%-25%  in  RTZ's  favor)  in 
the  ambitious  British  Newfound- 
land hydroelectric  power  project. 
With  Bethlehem's  added  prestige 
behind  it,  British  Newfoundland's 
difficulties  in  financing  the  $850- 
million  project  at  Churchill  Falls, 
Labrador  have  come  to  an  end.  At 
the  same  time,  Duncan  has  man- 
aged to  finesse  the  cash  require- 
ments of  taking  up  its  share  of  the 
partners'  $45-million  British  New- 
foundland investment:  In  connec- 
tion with  the  deal,  Bethlehem  will 
acquire  3  million  RTZ  shares  for 
about  $40  million,  and  has  agreed 
not  to  sell  them  for  at  least  five  years. 


Bethlehem  is  unlikely  to  want 
to.  RTZ's  earnings  have  risen  from 
$21  million  to  $43  million  over  the 
past  three  years  as  some  of  its  re- 
cent projects  have  paid  off,  and 
the  prospects  are  for  substantial 
and  continuing  growth.  Among 
other  ventures,  RTZ  is  finally  get- 
ting under  way  its  long-pending 
British  and  New  Zealand  alumi- 
num ventures,  it  has  turned  up  a 
major  new  copper  deposit  in  Bou- 
gainville as  well  as  a  number  of 
other  copper,  potash,  diamond  and 
uranium  prospects  that  look  par- 
ticularly promising.  Says  Chairman 
Duncan,  "I  cannot  remember  any 
time  in  the  last  15  years  when  we 
have  had  a  rai.ge  of  exploration 
projects  comparable  to  those  we 
now  possess."  ■ 


"Goodwill  Gesture" 

It  was  quite  a  party,  but  this  is 
the  morning  after;  and  those  who 
ate,  drank  and  made  merry  while 
National  Video  stock  was  soaring 
to  a  high  of  120  now  are  nursing 
a  gigantic  hangover.  The  stock  has 
fallen  to  about  13. 

Everyone  should  have  known  the 
party  wouldn't  last  forever,  because 
National  Video  never  had  anything 
going  for  it  except  the  fact  that  it 
got  into  the  manufacture  of  color- 
TV  tubes  early.  This  boosted  sales 
from  $29.3  million  in  1965  to  $88.8 
million  in  1966  and  earnings  from 
S253,000  to  $7.3  million.  But  the 

Asher  J.  Cole 


sales  and  earnings  were  based  on 
contracts  with  Motorola,  Admiral, 
General  Electric,  Westinghouse  and 
Magnavox.  It  should  have  been  ob- 
vious to  everyone  that,  once  Na- 
tional Video's  customers  expanded 
their  own  color-TV  tube-manufac- 
turing facilities,  there  would  be 
little  business  left  for  National. 

It  wasn't  obvious  to  a  great 
many  investors,  who  rushed  to  buy 
National  Video.  The  stock  was 
narrowly  held.  (The  biggest  stock- 
holder was  Ralph  E.  Stolkin,  a 
man  with  a  checkered  past  who 
had  been  exposed  in  a  brilliant 
series  in  the  Wall  Street  journal.) 
Moreover,  there  was  only  a  limited 
floating  supplv  (700,000  shares  in 
1965,  about  1.8  million  in  1966 
after  a  split).  The  rush,  therefore, 
sent  the  stock  zooming. 

President  Asher  J.  Cole  insisted: 
"We  are  doing  everything  here 
very  slowly  and  orderly.  We  are 
growing  intelligently."  However, 
there  were  those  who  remained 
skeptical.  In  1966  (Feb.  15,  p.  18) 
Forbes  cautioned: 

"Will  a  small,  independent,  un- 
diversified  company  like  National 
Video  be  able  to  maintain  its 
position  once  supply  catches  up 
with  demand?" 

This  year,  the  inevitable  hap- 
pened. Sales  fell  59?  to  833  mil- 
lion; National  Video  suffered  a 
$5.4-million  loss.  And  there  went 
the  stock.  Cole,  who  had  been  mak- 
ing $90,000  a  \  ear,  took  himself 
off  the  payroll.  He  called  this  a 
"goodwill  gesture."  ■ 
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Stanley  Marcus 


Poverty,  Texas  Style 

It's  bad  enough  to  be  poor  in 
Texas;  it's  worse  to  be  poor  in  Dal- 
las. So  pity  President  Stanley  Mar- 
cus of  Neiman-Marcus  Co.  (1967 
sales:  $63  million;  earnings:  $2 
million).  The  company's  program 
to  expand  its  chain  of  four  specialty 
stores  in  Houston,  Dallas  and  Fort 
Worth  called  for  a  big  roll  of  dol- 
lars, and  Neiman-Marcus  was 
straining  its  cash  and  its  credit. 
(Current  ratio  is  2.8  to  1,  debt 
$21  million.)  To  the  rescue:  a 
Culifornian,  Broadway-Hale  Stores, 
which  runs  36  typical  department 
stores  in  California,  Nevada  and 
Arizona  and  made  a  $13-million 
profit  on  sales  of  $457  million  for 
1967.  Last  month  the  two  compa- 
nies announced  their  $39-million, 
stock-swap  plan  to  merge. 

"We  knew  we'd  have  to  get 
money  somewhere  for  our  expan- 
sion plans,"  says  taste-setter  Mar- 
cus, "so  it  was  either  go  to  the 
equity  markets  or  to  someone  with 
money.  We  considered  acquisition 
by  loin  or  five  others,  including 
two  conglomerates,  hut  Broadway- 
Hale  offered  the  besl  possible  ar- 
rangement. I  have  known  Edward 
W.  Cartel  [B-H  president]  for 
many  years,  and  the  compatibility 
ol  management  ol  our  two  compa- 
nies was  attractive  to  us  here. 
Their  management  controls  a  large 
portion  ol  the  stock,  and  my  fam- 
ily controls  about  .r>o',  ,,!  0Ur  com- 
pany." Which,  ol  com..'  takes 
some  ol   the  sting  out  ol    a 

having  to  go  out  of  his  own  state 
for  money.  ■ 


Home,  Sweet  Apartment 

The  residential  construction  indus- 
try was  in  the  doldrums  from  1960 
right  through  1967,  but  not  the 
Kassuba  Development  Corp.  Dur- 
ing those  years  Kassuba  came  up 
from  nowhere  to  control  about 
$250  million  worth  of  property, 
and  is  generating  such  an  enor- 
mous cash  flow  that  by  1970,  ac- 
cording to  its  president,  Walter  J. 
Kassuba,  the  figure  should  reach 
$650  million.  If  that  is  not  accom- 
plishment enough,  Kassuba  is  all  of 
34.  His  boyish  face,  football  play- 
er's build  and  casual  manner  make 
him  seem  even  younger. 

His  secret?  There  is  none,  Kas- 
suba insists.  He  just  happened  to 
stumble  across  a  fact  that  was  gen- 
erally overlooked  in  all  the  wring- 
ing of  hands  over  the  stagnation  in 
residential  construction:  Only  the 
demand  for  one-  and  two-family 
homes  was  down.  Kassuba  builds 
apartment  houses,  he  doesn't  sell 
them.  He  prefers  collecting  rent 
to  a  capital  gain. 

The  statistics  indicate  how  the 
demand  for  rental  apartments  has 
grown:  From  1960  through  1967, 
construction  of  one-  and  two-family 
homes  slumped  from  just  over  1 
million  housing  units  to  about 
881,000,  or  16.8%  At  the  same  time, 
however,  construction  of  apartment 


housing  units  rose  from  237,000 
to  430,000,  or  81.4%. 

Kassuba  didn't  know  this  was 
going  to  happen.  He  got  into 
building  apartment  houses  for  an- 
other reason:  His  father  was  a 
Milwaukee  real-estate  broker  who 
died  when  Walter  was  only  22, 
leaving  him  the  business.  His 
father's  sales  agent  offered  to  run 
it  for  him  for  a  50%  cut,  but, 
Kassuba  says,  "that  didn't  interest 
me.  I  decided  to  run  it  myself." 

Kassuba  quickly  noticed  the  ob- 
vious: that,  in  a  rising  real-estate 
market,  his  clients  made  quite  a  bit 
more  from  the  deal  than  he  did 
as  broker.  He  started  building 
small,  multiple-unit  apartment 
houses.  "I  gradually  built  up  a 
cash  flow  until  I  could  start  build- 
ing bigger  projects  and  still  retain 
them,"  he  says. 

Kassuba  has  never  sold  an  apart- 
ment house  since.  He  now  owns 
35  of  them  with  20,000  units  in 
22  cities  and  has  projects  under 
way  that  will  give  him  35,000  units 
in  40  cities  by  the  end  of  1971. 

He  doesn't  sell  the  apartment 
houses,  he  says,  because  rents  pro- 
duce the  cash  flow  that  enables 
him  to  build  more.  "With  the  de- 
preciation allowances  permitted  in 
real  estate,  your  tax  shelters  are 
excellent,"  he  explains.  ■ 


Walter  J.  Kassuba 
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OCCIDENTAL  OVERSEAS  CAPITAL  CORPORATION 

New  York,  N.  Y.,  USA 

DM150  000  000 

(837,500,000) 

6  *  2  %  DM  Bearer  Bonds  of  1968/1983 

under  the  irrevocable  and  unconditional  Guaranty  of 

OCCIDENTAL  PETROLEUM  CORPORATION 

Los  Angeles,  California,  USA 


Issue  price: 
Interest  Dates: 
Listing: 


98 1  • 

April  1  and  October  1 

Diisseldorf,  Frankfurt  a.  M.  and  Hamburg 


COMMERZBANK 
Aktiengesellschaft 


LEHMAN  BROTHERS 


DRESDNER  BANK 
Aktiengesellschaft 


BAXCA  COMMERCIALS  1TALIANA 
BANQUE  DP  PARIS  ET  DES  PAYS-BAS 


BANQUE  DE  BRUXELLES  S.A. 
HAMBROS  BANK 
Limited 


ALGEMEXE  BANK  NEDERLAND  N.V. 

ARNHOLD  AND  S.  BLEICHROEDER.  INC. 

BEAR,  STEARNS  &  CO. 

BANCA  PROV1NCIALE 

LOMBARDA  SPA. 

BANQU1    I   WIBERTS.C.S. 

BANQUE  DI  SUEZ  ET  DE  I/UNION 

DES  MINES 
BAYERISCHE  HYPOTHEKEN-  UND 

W  E<  HSEL-BANK 
JOH.  BERENBI  RG,  GOSSLER  &  CO. 

GEBRUDER  BETHMANN 
BURKHARDT  &  CO. 

(  REDIT  LYONNAIS 
DELBRUCK  &  CO. 

DEUTSCHE  GENOSSENSCHAFTSKASSE 

FINACOR 

HAMBURGISCHE  LANDESBANK 

Girozentrale 

R.  J.  HENDERSON  &  CO. 

Incorporated 

HILL,  SAMUEL  &  CO. 

Limited 

KREDIETBANK  S.A. 

LUXEMBOURGEOISE 

LANDESBANK  FUR  WESTFALEN 

Girozentrale 

LAZARD  FRERES  &  CO. 

MEES  .v  HOPE 

MODEL,  ROLAND  &  CO.,  INC. 

NEDERLANDSCHE  CREDIETBANK  N.V. 

NORDDEUTSCHE  KREDITBANK 

Aktiengesellschaft 
PIERSON,  HELDRING  &  PIERSON 

J.  HENRY  SCHRODER  WAGG  &  CO. 

Limited 
SKANDINAVISKA  BANKEN 

SOCIETE  GENERALE  DE  BANQUE  S.A. 
C  G.  TRINKAUS 

S.  G.  WARBURG  &  CO. 
Limited 

WHITE,  WELD  &  CO. 

Limited 


A.  E.  AMES  &  CO. 

Limited 

BACHE  &  CO. 

Incorporated 

BANCA  NAZIONALE  DELL' 

AGRICOLTURA 

BANCO  DI  ROMA 

BANQUE  NATIONALE  DE  PARIS 

BARING  BROTHERS  &  CO. 

Limited 
BAYERISCHE  STAATSBANK 

BERLINER  BANK 

Aktiengesellschaft 

BLYTH  &  CO.,  INC. 

COMPAGNIE  LUXEMBOURGEOISE 

DE  BANQUE  S.A. 

CREDIT  LYONNAIS  CORPORATION 

HE  DELTEC  BANKING  CORPORATION 

Limited 

DEUTSCHE  GIROZENTRALE 

-  DEUTSCHE  KOMMUNALBANK  - 

THE  FIRST  BOSTON  CORPORATION 

HARDY  &  CO.  G.M.B.H. 

I.  D.  HERSTATT 

Kommanditgesellschaft  auf  Aktien 

KLEINWORT,  BENSON  (EUROPE)  S.A. 

KUHN,  LOEB  &  CO.  INTERNATIONAL 

LAZARD  BROTHERS  &  CO. 

Limited 

LOEB,  RHOADES  8c  CO. 

MERCK,  FINCK  &  CO. 

SAMUEL  MONTAGU  &  CO. 

Limited 

DE  NEUFLIZE,  SCHLUMBERGER, 

MALLET  &  CIE. 

SAL.  OPPENHEIM  JR.  &  CIE. 

RHEINISCHE  GIROZENTRALE 

UND  PROVINZIALBANK 

FRIEDRICH  SIMON 

Kommanditgesellschaft  auf  Aktien 

SMITH,  BARNEY  &  CO. 

Incorporated 

STRAUSS,  TURNBULL  &  CO. 

UFITEC  (LONDON) 

Limited 

S.  G.  WARBURG  &  CO. 


AMSTERDAM-ROTTERDAM  BANK  N.V. 

BAER  SECURITIES  CORPORATION 

BANCA  NAZIONALE  DEL  LAVORO 

BANQUE  INTERNATIONALE 
A  LUXEMBOURG  S.A. 

BANQUE  ROTHSCHILD 

BAYERISCHE  GEMEINDEBANK 
Girozentrale 

BAYERISCHE  VEREINSBANK 

BERLINER  HANDELS-GESELLSCHAFT- 

BRINCKMANN,  WIRTZ  &  CO. 
CREDIT  COMMERCIAL  DE  FRANCE 

CREDITO  ITALIANO 

DEUTSCHE  BANK 
Aktiengesellschaft 

DREXEL  HARRIMAN  RIPLEY 

Incorporated 

FRANKFURTER  BANK 
GEORG  HAUCK  &  SOHN 

HESSISCHE  LANDESBANK 
Girozentrale 

KREDIETBANK  N.V. 

HERMANN  LAMPE 
Kommanditgesellschaft 

LAZARD  FRERES  &  CIE. 

MARCARD  &  CO. 

B.  METZLER  SEEL,  SOHN  &  CO. 

MUNCHMEYER  &  CO. 

NEUVIANS,  REUSCHEL  &  CO. 

PARIBAS  CORPORATION 

N.  M.  ROTHSCHILD  &  SONS 

SINGER  &  FRIEDLANDER 

Limited 

SOCIETE  GENERALE 

SVENSKA  HANDELSBANKEN 
VEREINSBANK  IN  HAMBURG 

WESTFALENBANK 
Aktiengesellschaft 


WOOD  GUNDY  SECURITIES 
Limited 


A  SPECIAL 
INVESTMENT 

MANAGEMENT 
SERVICE 

Creative,  vital  management  ori- 
ented to  asset  growth  for  a  lim- 
ited number  of  individuals,  trusts, 
estates,  pension  funds  and  other 
holders  of  substantial  portfolios. 

Loeb,  Rhoades  stresses 
performance  by  marshaling  its 
full  investment  resources  for  the 
use  of  the  portfolio  manager, 
a  highly  motivated  professional 
who  translates  the  firm's  capa- 
bilities into  a  dynamic  program 
directed  toward  the  clients' 
objectives.  Charges  are  on  an 
agreed  fee  basis. 

You  are  invited  to  write 
fora  complete  description  of  our 
Investment  ManagementService. 
Address  Department  IM-F. 


LOEB,  RHOADES  #  CO. 

Members  New  York  Stock  Exchange 
and  other  leading  Stock  Exchanges 

42  WALL  STREET,  N.Y.  10005 
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No  Monkey  on  His  Back 

In  1961  Interstate  Department  Stores'  Sol  Cantor  walked  away  from 
a  merger  with  Montgomery  Ward.  Now  he's  more  a  mini-Sears. 


October  1961  was  the  most  crucial 
month  in  Sol  W.  Cantor's  career. 
Giant  Montgomery  Ward,  now  Mar- 
cor,  Inc.  (sales:  $1.3  billion)  wanted 
to  merge  with  his  little  discounter, 
Interstate  Department  Stores  (sales: 
$165  million;  earnings:  $2  million). 
What  Ward  wanted  was  more  than 
Interstate's  sales.  It  wanted  Sol  Can- 
tor's management. 

Cantor  was  tempted  not  only  by  the 
idea  of  becoming  a  key  executive  of 
a  prestigious  merchandiser  but  also 
by  Monkey  Ward's  cash  hoard  of 
$200  million,  mor<j  than  Interstate's 
revenues. 

He  itched  to  put  those  funds  to 
work.  Yet  he  decided  to  walk  away 
from  the  deal.  Some  said  he  feared 
that,  because  of  Ward's  bureaucracy, 
he  would  not  be  able  to  run  the  com- 
pany the  way  he  wanted  to. 

Now  57,  Cantor,  who  left  law  for 
retailing,  has  no  regrets.  Interstate  is 
doing  all  right  with  its  mix  of  32  con- 
ventional department  stores  and  96 
discount  stores.  The  company  so  far 
this  year  has  earned  about  $11  million 
on  sales  of  $635  million.  Cantor  be- 
lieves sales  will  reach  $1  billion  by 
1971.  Cantor's  formula:  He  utilized 
Sears,  Roebuck's  marketing  ingenuity. 

At  first  glance  it  might  appear  that 
Interstate  has  almost  nothing  in  com- 
mon with  Sears,  even  disregarding 
the  difference  in  sizes.  Sears,  though 
an  aggressive  merchandiser,  is  not  a 
discounter.  Its  margins  are  2/2  times 
those  of  even  the  best  discounters, 
and  its  markups  are  more  like  those 
of  a  department  store.  Furthermore, 
Interstate  does  most  of  its  business 
for  cash,  while  Sears  does  more  than 
half  of  its  volume  on  credit. 

Then,  too,  Sears  has  comparatively 
little  in  the  way  of  leased  depart- 
ments compared  with  Interstate, 
where  some  27%  of  sales  come  from 
food,  drugs  and  jewelry  departments 
that  are  not  owned  but  rented.  That 
partly  explains  why  Interstate's  return 
on  equity  has  been  a  remarkably  good 
18%  to  20%  in  recent  years  us.  an  ex- 
cellent 15%  average  return  for  Sears. 
The  only  investment  Interstate  makes 
is  the  cost  of  floor  space  and  a  modest 
amount  of  the  leased  departments' 
portion  of  overhead  costs. 

Cantor's  return  on  equity  is  also 
aided  by  the  additional  debt  lever- 
age a  discounter  is  willing  to  take 
on.  He  says:  "Our  debt  structure  is 
actually  quite  conservative,  particu- 
larly since  most  of  it  is  convertible 
debt  which  should  really  be  on  the 


other    side    ot    the    balance    sheet."  ' 

One-third  of  Interstate's  $100  mil- 
lion  in  capital  is   debt,   higher   than? 
Sears  15%,  but  easily  manageable,  ac-5 
cording  to  Cantor,  despite  tissue-thin 
pretax    margins    of    3.3%    vs.    nearly 
.9%    for    Sears.    For    one    thing,    says« 
Cantor,  "We  turn  over  our  inventory  J 
faster,  so  less  money  is  tied  up  for 
long  periods  of  time."   For   another, 
most  discount  stores,  even  large  ones, 
cost  up  to  50%  less  to  build  than  con- 
ventional stores. 

This  is  so  partly  because  stores  are 
located  outside  of  the  city's  costly 
center  and  because  discount  stores 
are  more  Spartan-like.  Generally 
they  also  take  up  120,000  square  feet 
vs.  250,000  for  conventional  stores. 

"Children's  Supermarts" 

For  all  these  differences,  Interstate 
does  resemble  Sears  in  the  aggres- 
siveness it  brings  to  merchandising. 
In  1967,  for  example,  Cantor  decided 
that  having  a  big  discount  toy  de- 
partment was  good,  but  he  thought 
he  would  go  one  better.  He  bought 
four  Children's  Supermarts  stores  in 
the  Washington,  D.C.  area  with  sales 
volume  of  $10  million.  By  the  end  of 
1969  toy  sales  will  be  running  at  an 
annual  rate  of  $30  million. 

The  softly  modulated  voice  of  Can- 
tor becomes  animated  when  he  says,  I 
"I  am  terribly  bullish  about  the  toy 
business.  It's  a  $2.5-billion-a-year  busi- 
ness, growing  about  7%-8%  a  year,  and 
we  are  ahead  of  everyone  else  now." 
Each  store  has  about  18,000  square 
feet  of  selling  space  with  sections  for 
every  conceivable  toy,  children's  books  J 
and    recordings,    all    of    them    name 

Cantor  of  Interstate 


brands.  Where  he  can,  Cantor  builds 
them  adjacent  to  the  main  store  so 
'mother  can  continue  her  shopping.'' 
Stores  general])  are  based  in  fairly 
well-to-do  suburbs,  and  it  isn't  uncom- 
mon #  to  ring  up  purchases  of  well  over 
$50  a  person.  IDS  also  gets  the  ad- 
vantage of  using  the  toy  manufactur- 
ers' huge  advertising  budgets. 

Another  avenue  that  holds  great 
promise  for  Interstate  is  the  area  of 
branded  goods.  A  year  and  a  half  ago 
Cantor  bought  Webcor,  a  maker  of 
home  electronics.  "We  bought  the 
name,  lock,  stock  and  barrel,  along 
with  the  inventory.  Now  we  have 
what  I  have  long  wanted,  a  famous 
brand  name."  In  California,  Cantor's 
largest  market,  his  White  Front 
stores,  brought  out  a  complete  line 
of  Webcor  TV's,  radios,  phonographs 
and  tape  recorders  this  year;  and  Can- 
tor says:  "In  spite  of  my  innate 
optimism,  the  response  lias  astonished 
even  me." 

Buoyed  by  the  response,  Cantor  is 
moving  ahead  to  bring  ovit  a  line  of 
small  appliances  bearing  the  Webcor 
name  and  even  hints  that  in  a  few 
Kan  W  ebcor  could  market  major 
appliances  such  as  stoves  and  refriger- 
ators. Thus  Cantor  can  eliminate  the 
middleman's  profit  and  reduce  the 
gost  o[  advertising.  He  has  also 
caught  on  to  another  Scars  technique, 
which  is  to  make  the  product  in  coun- 
tries where  labor  is  cheap. 

The  problem  is  finding  available 
brand  names  at  a  reasonable  cost  and 
keeping  the  name  and  quality  in 
good  standing  while  tying  it  into  In- 
terstate's  name.  Now  Cantor  is  look- 
ing tor  something  comparable  in  soft 
Hoods  so  he  can  try  the  same  thing. 

Services  Too? 

Cantor  isn't  terribly  anxious  to 
diversity,  as  have  some  discounters, 
into  food  retailing  or  hardware.  He 
explains:  "There  are  too  many  things 
to  do  in  these  lines  we  currently 
provide.  "On  the  other  hand,"  Cantor 
sa\s.  "look  at  the  English  depart- 
ment stores,  which  sell  myriad  ser- 
vices along  with  clothes  and  hard 
goods."  Cantor  is  toying  with  the 
possibility  of  selling  insurance,  mutual 
funds  and  travel  services,  and  tying 
into  the  entertainment  field  with 
records,  which  he  might  make  as  well 
as  sell. 

Six  years  ago  Sol  Cantor  predicted 
that  only  three  or  four  major  dis- 
counters would  survive  within  a 
decade.  Not  only  is  Cantor  likely  to 
be  one  of  the  survivors,  but  he  could 
well  be  a  trend  setter  whom  the  pedi- 
greed stores  could  view  as  a  real  rival 
— perhaps  even  a  Federated,  or,  who 
knows,  even  a  Sears.  ■ 


"—"Unique  Feature*:-- 

•The  executive  weighs 
only  7  lbs.;  measures 
21"  x  9"  x  14". 

•  Heavy -duty,  jam -proof 
zippers  and  fine  Ameri- 
can made  hardware. 

•Uniquely  designed,  re- 
movable "wrinkle-proof" 
suit  bar. 

•Superbly  crafted  of  scuff- 
proof,  water-proof  SKAI 
that  is  practically  in- 
destructible. 


distinctive,  lightweight  and  compact! 

the"  executive" 

Carry-On  FLIGHT  BAG 

■  Roomy  enough  to  hold  everything  you  need-for  a  weekend- 
or  a  week! 

■  Compact  enough  to  "carry-on"  and  slip  under  your  seat 

Here  is  the  ideal  luggage  for  the  discriminating  traveler.  Superbly  crafted, 
"the  executive"  one-suiter  is  made  of  scuff  resistant,  tough-wearing 
SKAI  vinyl  that  has  the  luxurious  look  and  feel  of  the  finest  leather. 

Like  having  4  suitcases  in  I 

The  huge  zippered  center  compartment— with  lock  and  key— lets  you 
pack  and  unpack  easily,  quickly  and  wrinkle-free.  There  are  3  addi- 
tional; individually  zippered,  outside  compartments  that  can  hold  6 
shirts;  2  pairs  pajamas;  6  undershorts;  6  pair  of  socks;  6  handker- 
chiefs; 6  ties;  1  pair  of  shoes;  toilet  articles  and  important  papers— 
ALL  WITHIN  EASY  REACH!  No  fumbling  or  messing  to  find  things. 
Available  in  rich  Olive-Brown  or  Jet-Black  SKAI.  Satisfaction  Guar- 
anteed. Send  check  or  M.O.  If  Diner's  Club  give  Acc't  #  &  Signature. 
A  Remarkable  Value  at  only  $19.95  (2  for  $37.95) 
(Please  add  $1  for  postage  and  handling) 

Dept.  F-11-15 
PM    INTERNATIONAL   CORP.    |     185  Madison  Avenue 

New  York,  N.Y.  10016 


Quarterly  Dividend 

40c  per  Common  Share 

Payable  December  15,  1968 
Record  November  29, 1968 
Declared  October  23, 1968 

CYRIL  J.  SMITH 
Secretary 

The  wide  horizon  system 

Panhandle  Eastern 

Pipe  Line  Company  /  Houston,  Texas 
Consecutive  dividend  payments  since  1937 


KEYSTONE  CONSOLIDATED  INDUSTRIES,  INC. 
COMMON  STOCK  DIVIDEND 


No.  193 


Declared  By  Trie  Board  of 
Directors  On  October  15,  1968. 

AMOUNT:  50c 
RECORD  DATE:  November  1,  1968 
PAYABLE:  December  2,  1968 


KEYSTONE 

CONSOLIDATED 

INDUSTRIES,  INC. 

Peoria,  Illinois 

61607 

SINCE  1889 


(Formerly  KEYSTONE  STEEL  &  WIRE  COMPANY) 


STEEL  AND  OTHER  QUALITY  PRODUCTION 
FOR  GROWING  MARKETS  THROUGHOUT  THE  WORLD 
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Slow  to  Buy, 
Slow  to  Sell 


Philip  A.  Fisher 


In  these  days  of  quick-on-the-draw 
money  men,  Philip  A.  Fisher 
chases  no  hot  stocks.  He  does  not 
much  care  which  -companies  will 
show  earnings  gains  (or  declines) 
in  the  next  quarter.  A  slight,  neat, 
bespectacled  man  of  61,  Fisher 
spends  his  life  looking  for  stocks 
to  buy  that  he  will  never  have  to 
sell.  He  is  one  of  the  last  great 
market  fundamentalists.  "I'm  very 
much  in  a  minority  today,"  he 
says.  "I'm  at  variance  with  what 
most  of  the  professionals  are  doing." 

Some  understatement! 

This  San  Francisco  investment 
manager  runs  no  mutual  funds, 
refuses  to  accept  new  business, 
does  no  hading.  And  when  he  says 
"long  term,"  he  means  not  six 
months  but  ten  or  20  years. 
Although  he  manages  $65  million 
in  invested  money,  Fisher  has  only 
12  customers,  eight  of  them  indi- 
viduals, and  holds  only  11  major 
stocks  which  he  rarely  disturbs. 
"I  sold  two  stocks  last  year," 
he  says,  "This  year  I  have  had  no 
capital   gains   transactions   at   all." 

Fisher's  investment  philosophy 
is  as  simple  as  it  is  old-fashioned: 
He  buys  management,  not  price 
action,  and  refuses  to  pay  fancy 
prices  for  it. 

Old-fashioned  this  may  be,  but 
naive  it  is  not.  Fisher  is  highly  ad- 
mired in  the  investment  fraternity. 
A  little  book  he  wrote  some  ten 
years  ago  (Common  Stocks  and 
Uncommon  Profits)  is  in  its  sixth 
printing  and  is  widely  read  among 
investment  men  and  corporate  exe- 
cutives. When  Fisher  agreed  to  ad- 
dress the  San  Francisco  Society  of 
Security  Analysts  last  June,  quite  a 
few  people  had  to  be  turned  away. 
And  yet  Fisher  has  never  had  the 
publicity  of  a  Gerry  Tsai,  or  a 
John  Hartwell  or  a  Fred  Alger. 

Fisher  agreed  to  see  Forbes,  but 
he  made  a  stipulation:  "Tell  your 
readers  there's  no  use  their  writing 
asking  me  to  handle  their  accounts. 
The  only  time  I  will  take  on  a  new 
client  is  when  an  old  one  dies  and 
then  his  family  gets  first  chance." 

Once  in  the  dooi,  we  asked  him 
what  he  is  buying  today.  "Almost 
nothing,"  he  replied.  "My  ratio  of 
cash  equivalent  to  stocks  is  greater 
than  at  any  time  in  the  35  years  I 
have  been  in  business.  I  normally 
keep  around  5%  in  cash  equivalent; 
now  it's  15*." 

Do  you  think  a  crackup  is  im- 


minent, we  asked? 

It  was  easy  for  Fisher  to  duck 
this  one.  Timing  is  just  not  his 
thing.  All  he  is  willing  to  say  is 
that  many  stocks  worth  owning  are 
not  worth  what  they  are  selling  for 
and  when  this  happens,  sooner  or 
later,  "there  could  be  a  correction." 
.      Like  in  1962? 

"The  kind  of  stocks  that  went 
down  90%  in  1962  will  go  down 
90%  again  this  time.  But  some  of 
the  better  stocks,  the  ones  that 
went  down  50%  last  time,  won't  go 
down  so  far.  It's  my  impression 
there's  not  so  much  speculation  on 
borrowed  money  this  time." 

We  said  we  thought  the  funda- 
mentalist view  was  that  the  really 
good  stocks  were  never  overpriced. 

By  way  of  answer,  Fisher  told 
us  a  story.  The  first  great  success 
he  had  was  in  the  stock  of  what  is 
now  FMC  Corp.  He  first  found  out 
about  the  company  when  he  was 
a  first-year  student  at  Stanford 
Graduate  School  of  Business  in 
1927.  "I  saw  FMC  had  what  I 
felt  even  then  a  great  company 
should  have:  people  with  great 
management  ability,  complete 
honesty  and  a  powerful  determina- 
tion to  grow.  I  saw  the  products 
they  had  developed.  I  was  con- 
vinced they  would  come  up  with 
more  like  them.  But  when  FMC 
came  out  as  a  new  issue  in  1928, 
it  was  around  20  and  the  pools 
quickly  ran  it  to  past  50.  That  was 
too  rich  for  me." 

By  1932  the  stock  was  down  to 
4.  Fisher  had  gotten  to  know  and 
admire  Paul  Davies,  the  architect 
of  FMC.  Fisher  had  started  his 
own  investment  counseling  busi- 
ness the  previous  year  and  had 
scraped  up  a  few  clients.  He  put 
every  dime  of  his  own  money  and 
most  of  what  he  could  coax  from 
his  nervous  clients  into  FMC.  'The 
stock  just  sat  there  for  awhile  and 
then  all  of  a  sudden  it  took  off," 
reminisces  Fisher.  From  1935  on 
Fisher  &  Co.  prospered.  Food  Ma- 
chinery Corp.  as  FMC  was  then 
known,  was  one  of  the  more  out- 
standing growth  stocks  of  the 
1930s.  By  the  mid-Forties  it  was 
selling  40  times  higher  than  when 
Fisher  and  his  clients  vent  in.  An 
almost  incredible  profit  for  those 
pre-bull-market  days. 

Fisher  did  almost  as  well  in 
Dow  Chemical.  That,  too,  changed 
from  a  small  company  into  a  great 
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Transamerica  Corporation 

has  acquired 

Budget  Rent-A-Car  Corporation 
of  America 


The  undersigned  initiated  this  transaction 
and  assisted  in  the  negotiations. 


Smith,  Barney  &  Co. 

Incorporated 


Whittaker  Corporation 

has  acquired 

Compass  Container  Company,  Inc. 


Tbt  undtrsigned  initiated  thit  transaction 
And  asttited  both  parties  in  the  negotiations. 


Smith,  Barney  &  Co. 

Incorporated 


The  Budd  Company 

has  acquired 

Gindy  Mfg.  Corporation 


The  undersigned  assisted  The  Budd  Company 
in  this  transaction. 


Smith,  Barney  &  Co. 

Incorporated 


October  1968 


TRW  INC 

has  acquired 

United-Greenfield  Corporation 


The  undersigned  acted  as  financial  aJiisor  to  TRW  INC. 


Smith,  Barney  &  Co. 

Incorporated 


We  have  assisted 
these  corporations 
in  the  implementation 
of  their  merger 
and  acquisition 
programs. 


Smith,  Barney  &  Co. 

Incorporated 

International  Investment  Bankers 


Saturn  Industries,  Inc. 


has  acquired  98.3%  of  the  outstanding  shares  of 


Tyler  Pipe  Industries,  Inc. 


The  undersigned  acted  as  Dealer  Manager  of  a  lender 
offer  for  these  shares. 


Smith,  Barney  &  Co. 

Incorporated 
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growth  company.  A  little  later, 
around  1955,  Fisher  took  a  shine 
to  Texas  Instruments,  then  around 
6  a  share  on  the  present  stock.  It 
was  recently  quoted  at  105.  There 
weren't  many  Fisher  stocks,  but  a 
good  number  of  them  were  really 
hot  numbers.  Slow  to  buy,  he  is 
also  slow  to  sell.  Fisher  and  his 
clients  still  own  almost  all  of  their 
original  FMC,  Dow  and  TI. 

"The  big  profits  I  have  made," 
he  says,  "were  through  very  long 
planning,  waiting  and  watching." 
He  can  say  that  again.  To  him,  in- 
vesting is  a  tough,  serious  business. 

Two  more  recent  Fisher  suc- 
cesses: Motorola  and  A.C.  Nielsen. 
Fisher  went  into  the  former  around 
13/2;  it  is  now  ten  times  as  high.  He 
bought  Nielsen  around  5;  now  it's 
six  times  higher. 

How  about  Motorola?  we  asked. 
It  has  been  on  the  roller  coaster 
this  year.  From  153  down  to  97 
at  one  point.  Did  he  take  any  profits 
at  the  top? 

"No,"  he  replied.  "You  have  to 
make  your  long-term  bets  on  things 
you  can  appraise  precisely,  price 
and  good  management.  You  can't 
judge  the  market  itself  this  pre- 
cisely. My  stocks  sometimes  get 
overpriced,  but  in  the  long  run 
this  kind  of  company,  if  you  can 
find  it,  will  outperform  the  mar- 
ket and  the  economy.  The  worst 
thing  you  can  do  is  try  to  catch 
the  swings,  sell  out  too  soon  and 
be  afraid  to  buy  back  in." 

What  other  stocks  does  Fisher 
have?  He  won't  tell.  He  calls  these 
non-blue  chips  his  "B"  and  "C" 
stocks.  A  "C"  stock  is  one  he  hopes 
will  turn  into  another  Dow  or 
FMC.  Not  overnight,  of  course. 
Not  even  in  one  or  two  years.  In 
how  long,  then?  "I  give  them  about 
ten  years,"  Fisher  says. 

How  does  he  reconcile  his  belief 
that  good  stocks  are  too  high  with 
his  refusal  to  sell  the  ones  he  al- 
ready holds?  It's  a  combination  of 
basic  axioms:  a  dollar  is  a  dollar 
and  not  to  be  invested  lightly; 
when  you  have  a  good  thing  you 
never  sell  it.  A  little  inconsistent 
perhaps,  but  you  can't  argue  with 
Fisher's  kind  of  success. 

Fisher,  a  third-generation  Cali- 
fornian,  came  by  liis  fundamental- 
ist approach  naturally.  He  was  one 
of  the  early  real  security  analysts  in 
the  U.S.  He  quit  Stanford  Busi- 
ness School  after  his  first  year  to 


take  a  job  with  the  statistical  de- 
partment of  a  bank.  His  job  was  to 
analyze  common  stocks.  "It  was  a 
joke,"  he  recalls.  "All  we  did  was 
a  little  balance-sheet  analysis,  an- 
nual reports,  Moody's,  Standard 
&  Poor's,  that  sort  of  thing.  As  a 
come-on  to  prospects,  the  bond 
salesmen  would  offer  to  analyze 
common-stock  portfolios.  It  wasn't 
real  security  analysis." 

On  his  own,  Fisher  worked  up  a 
report  on  radio  stocks,  the  hottest 
thing  around  in  1929.  "I  actually 
looked  at  the  products,  talked  to 
the  companies  and  their  competi- 
tors and  to  ex-employees."  Fisher 
was  extremely  bearish  on  the  pros- 
pects of  Grigsby-Grunow,  a  torrid 
item  at  the  time.  This  was  unheard 
of.  It  wasn't  done.  Security  analysts 
— statisticians,  they  were  called 
then — were  supposed  to  boost 
stocks,  not  knock  them.  "The 
bank  would  never  think  of  using 
the  report.  The  thing  was,  though, 
that  many  of  the  officers  were 
speculating  in  radio  stocks.  The  re- 
port made  them  notice  me."  Others 
noticed  him,  too.  In  1930  when  he 
was  22,  Fisher  became  chief  sta- 
tistician at  a  brokerage  house  on 
the  then  princely  salary  of  $300 
a  month.  Before  Christmas  the 
brokerage  house  went  out  of  busi- 
ness and  he  was  out  of  a  job. 

So  he  decided  to  invent  a  new 
profession:  investment  counseling. 
He  hired  an  office  for  $25  a  month 
and  wandered  about  San  Francisco 
looking  for  clients.  He  was  sur- 
prised to  find  people  were  willing 
to  listen  to  him.  Why  not?  Busi- 
ness was  dragging  and  they  had 
plenty  of  time  to  listen  to  new 
ideas  and  ponder  the  folly  of  the 
old  ones.  "I  remember  one  busi- 
nessman I  called  on.  He  had  just 


finished  the  sports  page  and  didn't 
know  how  to  kill  the  rest  of  the 
morning.  So  he  let  me  talk."  The 
prospect  had  been  badly  burned 
by  hot  tips  and  was  impressed  by 
Fisher's  management-quality  pitch. 
He  put  $24,000  into  FMC.  Within 
a  dozen  years  the  stock  was  worth 
$1  million.  The  man's  family  is  still 
a  Fisher  client. 

We  asked  this  great  fundamen- 
talist whether  computers  could  re- 
place him. 

"If  you're  trying  to  beat  the 
DJI  over  a  fairly  short  period  of 
time,  computers  can  be  quite  help- 
ful," says  he.  'They  can  give  you 
a  broader  picture  of  the  market 
than  the  human  mind  unaided  can. 
But  the  things  I'm  looking  for, 
great  management  and  a  reason- 
able price,  can't  be  quantified.  You 
can't  put  them  into  a  computer." 

Fisher  is  his  own  computer,  pro- 
grammed with  decades  of  experi- 
ence and  born  with  a  sense  of 
value.  He  is  also  his  own  staff.  He 
works  out  of  two  small  rooms  in 
downtown  San  Francisco,  aided 
only  by  a  secretary — which  is  just 
one  room  and  one  employee  more 
than  he  started  with  37  years  ago. 
If  he  isn't  getting  rich  by  going 
public  like,  say,  Gerry  Tsai,  he 
isn't  doing  too  badly,  not  with  a 
gross  of  around  $500,000  a  year 
and  almost  no  overhead.  Moreover, 
his  own  portfolio  is  worth  several 
million  dollars. 

As  we  left  Phil  Fisher,  with  his 
low  overhead,  his  fundamentals, 
his  slow,  methodical  methods  of 
wealth-building,  we  were  thinking: 
He  has  been  living  well  off  the 
stock  market  since  1935.  How 
many  of  today's  young  buy-fast, 
sell-fast  money  managers  will  still 
be  flourishing  30  years  from  now?  ■ 
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jeording  to  Latest  Announced  Rates 

irculation 

ost  of  1-time  black  &  white  page 
Dost  per  thousand  circulation 
Circulation  per  dollar 

^cording  to  Latest  Publishers'  Statements 

Vo  subscriptions  sold  at  basic  prices 
%  subscriptions  ordered  by  mail 
%  subscriptions  sold  for  3  years  or  more 
dumber  of  copies  carried  in  arrears 
Mumber  of  U.S.  subscriptions 


^cording  to  Latest  Simmons  Study 

Adults  employed  as  professional  or  managerial 
Adults  employed  as  professional  or  managerial 

with  household  incomes  of  $15,000  &  over 
Adults  employed  as  clerical  or  sales 
Adult  In-Home  readers 
Adults  receiving  income  from  stocks/bonds 
Adults  owning  $30,000  or  more  in  life 

insurance 
Adults  owning  $50,000  or  more  in  stocks, 

bonds  or  mutual  funds 
Adults  owning  two  or  more  cars 
Adults  owning  a  currently  valid  passport 
Adults  taking  a  foreign  trip  in  the  past 

five  years 

Note:  Simmons  figures  are  percent  of  concentration  within  each  audience. 


Forbes 


55.7% 


34.9% 


27.9% 


Fortune 


50,000 

515,000 

$5,940 

$8,120 

$10.80 

$15.77 

92.6 

63.4 

90.2% 

33.1% 

90.8% 

80.5% 

50.7% 

12.5% 

0 

2,494 

509,624 

431,766 

47.6% 


28.4% 

25.6% 

10.3% 

20.5% 

59.3% 

48.2% 

51.1% 

48.5% 

30.1% 


25.6% 


8.7% 

5.3% 

58.0% 

52.0% 

11.7% 

10.8% 

Forbes  readers  don't  just  own  American  business. 
They  run  it. 


Forbes:  capitalist  tool 


n 


If  its  good  for  our  customers 
its  good  for  Reynolds!" 


There. 

It's  finally  in  print. 

The  fundamental  philosophy  that's  been 
guiding  this  firm  ever  since  we  first  opened 
our  doors  in  1931— that's  been  working 
for  the  benefit  of  our  customers  for  more 
than  37  years  now. 

For  example,  in  1961  it  was  the  real 
reason  why  we  decided  to  start  building  a 
battery  of  electronic  "brains"  and  auto- 
mated equipment;  the  real  reason  why  we 
currently  spend  nearly  two  million  dollars 
a  year  to  maintain  that  battery  which  today 
includes  the  very  latest  third  generation 
IBM  "3  60"- and  has  thoroughly  revolu- 
tionized our  whole  method  of  processing 
transactions  and  keeping  records— better 
—for  the  benefit  of  our  customers. 

It  was  that  philosophy,  too,  which 
prompted  us  to  institute  our  own  formal 
training  program  for  Account  Executives 
in  1959— a  training  program  that  may  cost 
us  as  much  as  $12,000  to  $15,000  a  man 
—but  is  worth  every  penny  we've  spent  in 
terms  of  the  calibre  and  competence  of  the 
men  it  turns  out.  Just  about  400  of  them 
now,  who  have  gone  on  to  service  our  cus- 
tomers—the way  we  insist  they  be  serviced. 


And  it  was  working  again  in  1965  when 
we  teamed  up  with  The  Bunker-Ramo 
Corporation  to  develop  a  really  sophisti- 
cated, high  speed  system  for  transmitting 
our  customers'  buy  and  sell  orders  — 
wherever  they  might  originate. 

It  took  nearly  3  years  to  develop 
Teleregister  Omni  Processing  and 
Switching— but  T.O.ES.  it  is  when  it  comes 
to  speed  and  accuracy  in  transmitting, 
checking,  and  confirming  our  customers' 
orders. 

And  finally,  we've  always  supported  that 
fundamental  philosophy  by  a  continuing 
program  of  "controlled  growth"  for  our 
firm. 

We  don't  want  all  the  customers  we  can 
get. 

We  only  want  all  those  we  can  properly 
service— by  Reynolds'  standards! 


Reyfiolds  &  Co. 

<^/  MEMBERS  NEW  YORK  STOCK  EXCHANGE 

AND  OTHER  LEADING  EXCHANGES 

120  BROADWAY,  NEW  YORK,  N.  Y.  10005 
TEL:  558-6000  •  51  OFFICES  COAST  TO  COAST 
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The  Economy 


Is  7%  Cheap? 


There  are  those  who  call  it  out- 
rageous, but  they  have  to  pay  it. 
That  is,  7<  interest  on  a  home 
mortgage.  Mortgage  rates  have 
been  running  about  7%  for  the  past 
two  years,  and  most  borrowers 
have  made  up  their  minds  that 
those  high  rates  are  here  to  stay 
for  the  next  few  years. 

In  fact,  however,  the  7%  mort- 
gage rate  may  be  one  of  the  big- 
gest bargains  around.  With  inflation 
growing  at  4%  a  year,  borrowers 
are  really  only  paying  3%  for  the 
money.  Consider,  too,  the  fact 
that  mortgage  interest  is  tax-de- 
ductible, and  that  could  bring  the 
net  cost  down  to,  say,  2%.  That's 
pretty  cheap. 

'To  see  whether  it's  a  bargain 
to  the  borrower,"  says  Dr.  James 
O'Leary,  chairman  of  the  board  of 
investment  counselors  Lionel  D. 
Edie  &  Co.,  "turn  it  around  and 
see  whether  it's  good  for  the  lender. 
It's  really  not."  O'Leary  points  out 
that  the  lender  loses  4%  of  his  7% 
on  inflation,  which  doesn't  leave 
him  much  real  return.  And  of 
course  it  is  the  home  owner  who 
gets  the  entire  capital  gain  if  the 
property  appreciates. 

So  why  do  lenders  lend  money 
on  mortgages?  O'Leary  believes 
it    is   mainly    because   many   large 


lenders,  such  as  insurance  com- 
panies, savings  banks  and  savings 
&  loan  associations,  are  restricted 
in  the  amount  of  money  they  can 
invest  in  other  securities.  And  even 
those  lenders  are  trying  to  push 
money  into  mortgages  on  com- 
mercial properties,  where  they  can 
often  get  some  kind  of  equity 
participation  in  the  property.  This 
is  a  real  trend  today. 

When  the  banker  tells  you, 
therefore,  that  you're  going  to  have 
to  pay  7%  or  even  8%  on  a  new 
mortgage  loan,  don't  complain  that 
you  used  to  pay  5%.  If  mortgages 
are  that  bad  for  the  lender,  they 
must  be  good  for  you.  Unless,  of 
course,  the  current  round  of  infla- 
tion and  soaring  property  values 
comes  to  an  end. 

No  one  can  foretell  whether  in- 
flation will  indeed  come  to  an  end, 
but  most  financial  men  are  making 
predictions  on  the  side  of  more 
inflation.  Addressing  mortgage 
bankers  in  Chicago  last  month, 
Vice  President  Bruce  P.  Hayden  of 
the  Connecticut  General  Life  In- 
surance Co.  predicted  that  in  ten 
years  mortgage  rates  of  10%  would 
be  common.  "We  are  committed  to 
a  rapidly  growing  economy  and 
greatly  reduced  unemployment," 
he  said,  "and  this  amounts  to 
nothing  more  or  less  than  infla- 
tion." Hayden  predicted  that  by  the 
year  2000,  bread  would  cost  $1  a 


loaf,  gasoline  $1.25  a  gallon  and 
office  buildings  $100  a  square  foot 
to  construct.  He  wasn't  saying  that 
interest  rates  might  not  dip  for  a 
while,  but  rather  that  the  long 
trend  was  up,  up. 

Are  10%  mortgages  unthinkable? 
Certainly  not.  In  many  parts  of  the 
country  sound  second  mortgages 
are  already  paying  12%  to  14%. 
Moreover,  in  other  countries  that 
have  learned  to  live  with  inflation, 
interest  rates  include  a  payment 
for  the  depreciation  of  purchasing 
power;  where  inflation  runs  at  30% 
a  year,  interest  rates  run  to  36%. 

Indeed,  big  corporations  are 
operating  on  the  principle  that  in- 
terest rates  and  construction  costs 
may  be  even  higher  a  few  years 
from  now.  They  are  borrowing 
heavily  to  build  new  plants. 

But  hold  on  a  minute  before  you 
rush  out  and  buy  a  bigger  house  or 
load  up  on  debt.  There  are  two 
things  to  remember.  One  is  that 
the  tax  surcharge  may  cool  the 
economy  and  bring  interest  rates 
down,  for  a  time  at  least.  The  other 
is  that  borrowed  money  is  no  bar- 
gain if  what  you  invest  it  in  isn't 
a   good  investment. 

What  we're  really  saying  is  that 
7%  interest  isn't  high,  no  more  than 
the  3%  rates  of  the  Depression  were 
necessarily  a  bargain.  It's  not  what 
the  money  costs  that  counts  but 
what  it  can  earn.  ■ 
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Period  at  Economic  Recession  asMsiwed 
by  National  Bureau  ol  Economic  Research 


Composed  of  the  following: 
Production 

•  How  much  are  we  producing?  (Federal  Re- 
serve Board  Index  of  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering? 
(Dept.  ol  Commerce  latest  three  months  new 
orders  of  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building?  (Dept.  ol 


Commerce  private  nonlarm  housing  starts) 
Consumption 

•  How  much  are  people  spending?  (Dept.  of 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
.    debt?  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services?  (Dept.  of  Commerce 


SEPT 115.8 

OCT 116.9 

NOV 118.8 

DEC 121.0 

JAN 122.4 

FEB 124.3 

MAR 126.3 

APR 126.9 

MAY   1280 

JUNE   128.7 

JULY    129.9 

AUG 131.1 

SEPT 132.8 

OCT.    (pre.)...  133.3 

service  price  index  related  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  (Dept.  ol 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.  S. 
Dept.  of  Labor  initial  unemployment  claims) 
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MARKET  COMMENT 

By  L.  0.  Hooper 


And  Six  Months  From  Now? 


Psychologically,  Nixon's  election  is 
bullish.  Most  people  with  money  (or 
stocks)  have  a  Republican  bias;  they 
like  it.  The  Nixon  victory,  however, 
comes  after  stocks  have  experienced  a 
large  advance  in  a  short  time.  Market- 
wise,  this  is  expected  rather  than  un- 
expected news.  It  may  be  assumed 
that  investors  have  been  anticipating 
it,  that  it  is  pretty  well  discounted  in 
advance.  What  you  discount  in  ad- 
vance, you  rarely  celebrate  very  long 
when  it  comes.  If  the  President-elect 
does  what  his  following  expects, 
Nixon's  election  is  deflationary,  and 
therefore  bearish.  That  may  not  soak 
in,  however,  until  after  the  new  Ad- 
ministration has  a  short  honeymoon. 

But  come  let  us  reason  together. 
How  much  is  changed?  The  passing 
emphasis  in  government  leadership, 
perhaps,  has  become  more  conserva- 
tive in  response  to  a  wave  of  rightist 
thinking;  but  the  welfare  state  has  not 
(and  cannot)  be  repealed.  And  so 
long  as  every  important  country  in  the 
world  (including  America)  has  a  wel- 
fare state,  there  is  a  universal  bias 
toward  depreciation  in  the  value  of 
the  unit  of  currency — inflation. 

The  rate  of  inflation  will  increase  in 
times  of  war  or  extraordinary  public 
spending,  and  the  rate  of  dollar  de- 
preciation will  slow  down  as  public 
spending  decreases,  as  taxes  rise  and 
as  unemployment  increases.  But  as 
soon  as  these  things  begin  to  "hurt" 
personal  incomes,  wage  increases,  cor- 
poration profits,  "growth  rates"  and 
the  stock  market,  the  public  will 
effectively  demand  that  deflationary 
policies  be  abandoned. 

Painful  Prospects? 

No  new  Administration,  in  my  opin- 
ion, can  ignore  the  present  conserva- 
tive bent  of  public  opinion.  As  soon 
as  this  new  Administration  gets  its 
feet  placed  it  is  sure  to  heed  the  man- 
date of  this  three-sided  election  in 
which  a  majority  rallied  to  the  side  of 
the  rightists.  The  implied  mandate  is 
peace,  a  sounder  dollar,  less  foreign 
aid,  lower  interest  rates,  repression  of 
radical  demonstrators  who  disturb 
domestic  peace,  less  antipoverty 
spending,  a  rethinking  on  relief  for 
indigents,  and  (in  influential  academic 


Mr.   Hooper  is  osociittd  with  the  New  York  Stock 
Eich«ng«  firm  of  W.   E.   Hutton  &  Co. 


quarters)  an  increase  in  the  rate  of 
unemployment  to  halt  the  rise  in 
wages.  All  this  sounds  better  than  it 
will  feel.  The  more  effective  most  of 
these  things  are,  the  more  they  will 
hurt  and  the  sooner  public  opinion 
will  reverse  itself  and  demand  action. 

For  the  past  few  weeks  I  have  been 
telling  investors  to  expect  higher 
prices  over  the  near  term  (perhaps 
with  the  DJI  going  over  1000),  but 
that  many  stocks  purchased  on  this 
bulge  (a  big  rise  since  last  August) 
easily  can  be  lower  five  to  seven 
months  hence.  The  result  of  the  elec- 
tion does  not  change  my  thinking.  I 
have  also  ventured  the  opinion,  over 
and  over  again,  that  any  attempt  to 
deflate  (although  momentarily  un- 
pleasant) is  doomed  to  be  abortive, 
that  inflation  will  proceed  again  as 
soon  as  deflation  begins  to  hurt. 

I  surmise  that  much  of  the  recent 
strength  in  the  blue  chips  is  due  to 
the  fact  that  the  more  conservative 
institutions,  such  as  the  pension  funds, 
have  lately  had  many  times  as  much 
new  money  to  invest  as  the  more  per- 
formance-minded mutual  funds.  As 
the  quality  equities  become  more 
popular  and  their  prices  go  higher, 
however,  the  conservative  institutions 
may  begin  to  buy  more  bonds,  espe- 
cially if  they  think  a  more  conserva- 
tive government  at  Washington  means 
a  little  deflation  or  at  least  lower  in- 
terest rates  and  less  rapid  inflation.  On 
a  near-term  basis,  of  course,  one  has 
to  keep  in  mind  that  generally  the 
last  two  months  of  the  year  see  the 
greatest  pressure  from  what  is  com- 
monly called  "reinvestment  demand" 
for  securities.  Psychologically,  too, 
almost  every  new  administration  usual- 
ly has  a  "honeymoon"  period  in  Jan- 
uary, which,  however,  is  frequently 
of  short  duration. 

By  this  time  the  reader  must  have 
gathered  that  I  am  not  too  certain 
about  the  short  pull  (say  from  now  to 
the  end  of  January),  but  that  I  have 
considerable  conviction  about  what's 
likely  to  happen  some  time  after  the 
middle  of  February  (unless,  as  is 
always  possible,  powerful  unanticipa- 
ted influences  appear).  I  would  stress, 
however,  that  I  do  not  think  this  out- 
look justifies  the  disturbance  of  good 
long-pull  investment  positions.  It  does 
justify  much  lighter  positions  in  specu- 


lative accounts.  The  advantage  ,  of 
disturbing  good  investment  positions 
when  the  market  experiences 
wrinkle  is  usually  offset  by  the  im- 
possibility of  perfect  timing  and  the 
certainty  of  having  to  pay  a  volun- 
tary and  impoverishing  capital-gains 
tax.  In  spite  of  the  sometimes  spectacu- 
lar results  of  speculators,  in  the  long 
run  the  real  investor  who  is  not  too 
footloose  usually  outperforms  them. 

Buy  less 

At  present  most  of  my  "buy"  sug- 
gestions  are  in  unpopular  stocks,  not  j 
in    popular    ones;    I    am   not    urging 
much  buying  right  now.  I  think  you  1 
may  be  able  to  spend  your  money  to 
better    advantage,    and    with    more 
assurance  of  making  good  purchases,  ] 
when  the  market  is  less  vigorous.  My 
conviction  about  this  will  increase  if 
share  prices  go  higher  over  the  next 
month  or  two. 

Pacific  Telephone  (recently  around 
243£),  paying  $1.20  and  probably 
earning  $1.30  to  $1.35  a  share  this 
year  in  spite  of  phone  rates  in  Cali- 
fornia that  probably  afford  a  return 
of  not  much  more  than  5%  on  invested 
capital,  appeals  to  me  as  involving 
small  risks  and  promising  a  reasonable 
appreciation  when  the  California  Pub- 
lic Utilities  Commission  recognizes  that 
something  like  7%  rather  than  5%  is  a 
fair  return  on  invested  capital.  This 
is  a  big  company  with  revenues  of 
better  than  $1.5  billion  a  year,  and 
89.6%  of  its  stock  is  owned  by  AT&T. 

In  recent  issues  I  have  mentioned 
such  speculative  stocks  as  Freeport 
Sulphur  (41),  Global  Marine  (38) 
and  Western  Union  (40)  as  depressed 
enough  and  unpopular  enough  to  look 
interesting  ....  I  also  have  referred 
to  the  possibilities  in  land-rich  Penn 
Central  (66),  with  which  some  of  the 
funds  lately  have  seemed  disenchant- 
ed ....  I  have  pointed  out  that  the 
electric  utilities  and  the  banks  are 
selling  at  price /earnings  ratios  too  low 
for  the  "growth  stocks"  that  most  of 
them  really  are.  Until  recently  most 
utilities  have  not  done  anything  .... 

North  American  Rockwell  (40), 
paying  $2  and  earning  something  like 
$2.70  a  share,  appeals  to  me  because 
of  its  quality,  its  high-science  flavor, 
itj  space-race  potential,  and  the  now 
apparent  aggressive  policy  of  the 
management ....  Celanese  (69)  is  ex- 
pected to  earn  $4.05  a  share  this  year 
and  perhaps  $5.40  next;  it  looks  in- 
teresting ....  I  would  like  to  buy 
more  of  these  depressed  airline  stocks 
on  weakness,  but  so  far  I  have  had  to 
buy  them  on  strength.  In  a  previous 
column  I  described  the  airlines  "as  a 
speculation  in  inevitability"  ....  Hold 
on  to  your  General  Development  (26) 
and  your  Zayre  Corp.  (56).  ■ 
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Open  letter  to  Mr.H:  "Investor" 

(background)  Recently  we  received  a  letter  from  a  Mr.  H  in 
Miami,  Florida.  Businessman  Mr.  H  had  taken  a  trial  subscription 
to  The  Value  Line  Investment  Survey.  However,  he  had  a  complaint. 
We  sent  him  too  much  information  and  too  many  charts.  Mr.  H 
said  he  was  just  interested  in  the  names  of  stocks  and  why  Value  Line 
felt  they  would  go  up  or  down,  or  might  be  or  might  not  be  a  good 
buy.  Mr.  H's  attitude  is  the  same  as  many  other  investors.  So  while 
we  have  already  sent  a  letter  to  Mr.  H,  we  think  his  reaction  to  our 
service  deserves  another  response  from  us —but  this  time .  ..in  public. 
We  believe  it  is  important  for  him  and  for  all  the  investors  who  feel 
as  Mr.  H  does.  Those  investors  who  care  about  reliable,  intensive 
research  should  also  find  the  following  letter  of  interest. 


DEAR  MR.  H: 

If  you're  looking  for  tips  on 
the  stock  market,  you  won't  find  them  at  Value  Line. 
You  will  just  have  to  try  another  source.  But  if  you 
seek  impersonal,  objective  evaluation  of  over  1400 
stocks  weekly,  The  Value  Line  Investment  Survey  may 
be  able  to  help  you. 

Essentially,  Value  Line  rates 
each  of  1400  stocks  for  probable  market  performance, 
relative  to  all  the  others,  within  three  defined  time 
periods:  the  next  twelve  months,  3-5  years  from  now 
and  for  the  very  long  term  (beyond  five  years). 

Within  these  periods  all 
stocks  are  rated  from  I  (Highest)  to  V  (Lowest)  for 
three  attributes:  performance  in  the  next  12  months, 
appreciation  potential  in  3-5  years  and  income  (yield) 
for  the  next  12  months.  All  stocks  are  also  graded  A 
plus  to  C  minus  for  the  attribute  of  quality,  which 
means  dependability  over  the  very  long  term  for  growth 
and  stability. 

Ratings  of  probable  future 
price  performance  are  based  almost  entirely  on  funda- 
mentals. These  ratings  are  not  infallible.  But  they  have 
been  accurate  in  such  a  high  percentage  of  cases  — 
for  reasons  that  are  logical  -  that  you  owe  it  to  yourself 
to  check  the  stocks  you  are  holding  and  the  stocks 
you  may  wish  to  buy  or  sell  against  the  Value  Line 
evaluations. 

Therefore,  if  you  are  inter- 
ested in  income  you  might  prefer  to  invest  in  a  stock 
Value  Line  rates  I  for  yield  in  the  next  12  months. 
But  a  friend  of  yours  might  be  interested  in  appreciation 
potential  in  3-5  years.  So  he  might  prefer  a  stock  which 
Value  Line  rates  I  in  that  respect.  This  same  stock  may 
be  rated  V  for  income  in  the  next  1 2  months,  but  your 
friend  does  not  care  ...  his  prime  objective  is  apprecia- 
tion. 

In  other  words,  Value  Line 
makes  an  objective  evaluation  .  .  .  then  you  take  it  from 
there,  depending  on  your  personal  objectives. 

Value  Line  uses  a  unique 
method  of  assigning  an  index  number  to  its  four  weekly 
ratings.  By  weighting  these  index  numbers  to  accord 
with  your  own  personal  investment  goals,  you  can  gauge 
how  suitable  any  one  of  the  more  than  1400  stocks  is 
for  you  now. 

Investing  is  an  individual 
endeavor.  What  may  be  good  for  you  is  not  necessarily 
good  for  the  next  investor.  No  advisory  service  can 
make  a  blanket  statement  on  any  stock  which  will  be 
applicable  to  every  investor.  That  is  why  Value  Line 


rates  each  of  the  1400  stocks  weekly  on  their  four  main 
attributes  within  three  time  periods. 

Each  week  the  Ratings  & 
Reports  section  of  Value  Line  provides  full-page 
research  reports  on  over  100  stocks  in  several  indus- 
tries ...  a  total  of  4  full-page  reports  on  each  of  the 
1400  stocks  yearly.  The  Summary-Index  lists  the  rat- 
ings of  all  1400  stocks  weekly.  The  8-page  Selection 
&  Opinion  section  makes  editorial  comments  weekly 
on  the  national  economy  and  the  stock  market  in 
general.  And  — to  help  those  who  want  specific  guidance 
—  this  section  also  provides  Value  Line's  analysis  of  an 
especially  interesting  industry  and  its  selection  of  the 
best  situated  stocks  in  it . . .  plus  Value  Line's  Espe- 
cially Recommended  Stock  of  the  week  (or  Special 
Situation  of  the  month).  As  a  subscriber  to  Value  Line 
you  also  receive  Value  Line's  monthly  Special  Report 
on  "insider"  transactions  and  the  quarterly  Special 
Report  on  mutual  fund  transactions. 

bonus  «With  the  annual  or 
3-month  trial  subscription,  Value  Line  will  ship  you 
immediately  its  2-volume  Investors  Reference  Library, 
which  will  give  you  the  latest  full-page  reports  on  all 
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STOCK  ANALYSIS 

By  Heinz  H.  Biel 


A  New  Deal? 

It  is  still  too  early  to  judge  whether 
the  election  of  Mr.  Nixon  will  have  a 
significant  effect  on  the  future  course 
of  the  stock  market.  To  begin  with,  the 
element  of  surprise  is  lacking.  His  vic- 
tory had  been  discounted  for  quite 
some  time.  Second,  one  should  keep  in 
mind  that  campaign  oratory  tends  to 
exaggerate  the  differences  between  the 
candidates  which  are  unlikely  to  be 
borne  out  by  the  basic  policies  that 
will  be  followed  by  the  new  Presi- 
dent. He  faces  a  given  set  of  circum- 
stances, with  few  options  to  act 
decisively  in  different  directions.  Fur- 
thermore, while  the  powers  of  an 
American  President  seem  and  are 
enormous,  one  must  not  underestimate 
the  powers  of  Congress,  the  Washing- 
ton bureaucracy  and  the  Pentagon. 

By  and  large,  things  have  gone  a 
lot  better  this  year  than  anyone  had 
dared  to  hope.  The  U.S.,  England 
and  other  leading  Western  countries, 
except  France,  owe  a  debt  of  grati- 
tude to  Daniel  Cohn-Bendit,  the 
young  student  who  started  the  rum- 
pus at  the  Sorbonne.  He  was  largely 
instrumental  in  fomenting  the  sub- 
sequent general  strikes  which  cost 
France  such  a  large  percentage  of  her 
gold  and  foreign  exchange  reserves 
that  de  Gaulle  was  no  longer  able 
to  throw  his  monkey  wrenches  into 
the  Western  World's  monetary  sys- 
tems. The  gold  crisis  came  to  an  un- 
expectedly  quick  end. 

Then,  last  summer,  when  we  finally 
tfot  the  surtax,  the  professional  econo- 
mists expressed  grave  concern  over 
the  danger  of  an  economic  overkill. 
Well,  more  than  four  months  have 
gone  by,  and  there  are  no  signs  of 
it.  The  economy  continues  to  expand, 
although  perhaps  at  a  slightly  more 
moderate  pace  than  during  the  first 
half  ol  the  year.  In  fact,  business  has 
been  so  j;o<>d  that  most  big  corpora- 
tions have  absorbed  the  surtax  and 
still  show  a  good  increase  in  profits. 
Begrettably,  inflation  is  continuing  at 
about  4%  annually.  This  is  too  high; 
no  wonder  no  one  wants  to  buy 
bonds,  even  with  a  ~%  yield. 

Stock  prices  have  responded  vigor- 
ously to  these  developments,  with  the 
S&P  "500"  reaching  a  new  all-time 
high  and  even  the  sluggish  DJI  rising 
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to  the  best  levels  since  early  1966. 
This  is  a  happy  time  for  investors 
sitting  on  a  portfolio  of  good  stocks, 
but  new  investors  find  it  rather  diffi- 
cult to  get  good  value  for  their  money. 
Take,  for  example,  a  stock  like  Holi- 
day Inns  (Forbes,  June  1,  1965,  p. 
56),  a  company  with  a  remarkable 
record  and  seemingly  excellent  pros- 
pects for  the  future.  Yet,  at  75,  this 
stock  is  very  very  rich  in  relation  to 
earnings  of  $1.32  for  the  12  months 
ended  Sept.  30,  1968.  How  can  one 
recommend  its  purchase  at  this  level? 
I  would  prefer  now  to  switch  into  a 
similar  situation,  Howard  Johnson, 
whose  record  is  not  as  unblemished 
but  whose  outlook  too  is  distinctly 
promising.  With  earnings  of  $2.02  a 
share  for  the  past  12  months,  the 
stock,  presently  below  54,  sells  at  a 
multiple  of  26,  less  than  half  the  P/E 
of  Holiday  Inns. 

Steady  Growth 

Stockholders  of  Green  Giant  (46) 
have  every  reason  to  be  happy.  Earn- 
ings and  dividends  have  grown  stead- 
ily over  the  years,  and  the  stock  has 
done  well  since  listing  on  the  NYSE 
some  two  years  ago.  Green  Giant  has 
ambitious  expansion  and  diversifica- 
tion plans,  including  restaurants, 
beverages,  candies,  snacks,  etc.  Earn- 
ings for  the  current  fiscal  year  should 
reach  a  new  high,  perhaps  $2.50  a 
share,  and  the  present  88-cent  di- 
vidend rate  is  likely  to  be  raised 
before  long,  as  has  been  the  case 
year  after  year  for  over  a  decade. 
I  like  Green  Giant  for  investment. 

Last  February  I  commented  on  the 
so-called  Duo-Funds.  Simply  stated, 
the  capital  shares  get  all  the  apprecia- 
tion (or  depreciation,  if  the  market 
goes  the  other  way),  while  the  in- 
come shares  get  all  the  income.  The 
capital  shares  are  the  more  interesting 
because  they  afford  the  investor  an 
opportunity  to  buy  a  stock  portfolio 
on  a  less  than  50%  margin  basis  with- 
out ever  risking  a  margin  call.  In 
February  none  of  the  Duo-Funds  had 
even  a  one-year  performance  record, 
and  all  of  them  were  selling  at  deep 
discounts  from  net  asset  value.  This 
probably  reflected  disenchanted  sell- 
ing by  the  original  buyers  who  had 
had  hopes  of  getting  rich  quickly. 

Several  of  these   funds  have  done 


extraordinarily  well,  benefiting  from 
the  combination  of  astute  portfolio 
management  plus  the  leverage  in- 
herent in  the  concept.  According  to 
the  Capital  Gains  Research  Bureau, 
these  are  the  results  for  the  12  months 
to  Sept.  30,   1968: 

Present 
Net   Gain    Discount  from 
in  Asset        Net  Asset 
Value  Value 


Income  &  Capital 

48.1  % 

5.6% 

American  Dual  Vest 

39.3 

10.1 

Gemini  Fund 

31.5 

10.9 

Putnam  Duo  Fund 

21.3 

16.4 

Leverage  Fund 

11.5 

22.4 

Scudder  Duo-Vest 

8.5 

18.7 

Hemisphere  Fund 

3.6 

20.8 

S&P's  "500" 

6.2 



Dow-Jones  Industrials 


1.0 


The  excellent  showing  of  Income 
<b  Capital  has  considerably  narrowed 
the  discount,  and  the  stock  has  done 
extremely  well  in  the  market  since 
February  with  a  gain  of  78%  to  its  re- 
cent high.  American  Dual  Vest  and 
Gemini  also  have  done  very  well  with 
gains  of  around  50%.  Yet  the  discounts 
are  still  large  and  look  rather  inviting. 
This  also  applies  to  Putnam,  which 
has  performed  most  respectably  in 
comparison  with  the  averages.  The 
wider  discounts  for  the  more  medi- 
ocre performers  are  understandable, 
but  I  believe  they  will  also  narrow 
when  these  investment  vehicles  are 
better  understood. 

In  my  Mar.  15  column  I  commented 
on  the  relative  undervaluation  and  ex- 
cellent long-term  earnings  and  divi- 
dend growth  records  of  some  leading 
New  York  banks — Bank  of  New  York, 
First  National  City,  Manufacturers 
Hanover,  and  Charter  New  York. 

Despite  the  substantial  apprecia- 
tion, averaging  better  than  35%  for 
these  four  stocks,  they  remain  in- 
teresting for  conservative  growth- 
oriented  accounts,  except,  perhaps, 
First  National  City,  which  now  seems 
fairly  valued  at  17  times  estimated 
1968  earnings.  The  industry's  earn- 
ings have  been  developing  even  bet- 
ter than  anticipated,  and  despite  the 
price  run-ups,  Bank  of  New  York, 
Manufacturers  Hanover,  and  Charter 
New  York  are  still  available  at  less 
than  14  times  estimated  1968  profits, 
which  have  been  revised  upward.  The 
following  banks  are  selling  at  mul- 
tiples of  earnings  ranging  from  ten  to 
14  times  and  deserve  consideration. 

Est. 
Est.       P/E      1968 
Recent    1968     Multi-    Divi-       % 
Price    E.P.S.      pie      dend     Yield 


Cleveland  Trust 

147 

$12.10 

12.1 

$3.70 

2.5 

Franklin  Nat. 

42 

3.50 

12.0 

1.15 

2.7 

Girard  Trust 

68 

5.75 

11.8 

2.60 

3.8 

Mellon  Nat. 

85 

6.50 

13.1 

2.90 

3.4 

Morgan 

Guaranty 

122 

8.65 

14.1 

4.40 

3.6 

National  Bank 

(Detroit) 

56 

5.60 

10.0 

2.00 

3.5 

Philadelphia 

Nat.  Bank 

73 

6.00 

12.2 

2.60 

3.6 
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Never  Buy  a  Common  Stock 


•out  First  Checking  To  See  If  There  Is  A  CONVERTIBLE  For  The  Same  Company. 
You  Could  Be  Throwing  Money  Out  The  Window  .  .  .  Here's  Why . . . 


iecial  Note:  The  explanation  and  computations  which  follow  are  not 
ult  to  grasp,  but  they  require  care  and  attention.  We  feel  that  care 
attention  will  be  well  repaid.  Indeed,  we  feel  the  "Convertible"  can 
new  investment  horizons  for  you!) 

An    Example    of   Two   Alternatives: 

Common or   Convertible 

(Prices  as  of  mid-November  1967) 
uy  217  shares  of  (B)  Buy  $5,000  face  amount  of  G.C. 

C.  Computer  common  Computer  Convertible  Bonds — the 

25.  6s  of  1986  —  at  IO8V2. 

Cost  .  .  .  $5,425  Cost  .  .  .  $5,425 

nversion  Privilege:  Each  $100  face  value  of  bond  of  the  G.C. 
puter  6s  of  1986  is  convertible  into  (exchangeable  for)  4.347  shares 
C.  Computer  common  stock  at  any  time  until  1986,  at  the  option  of 
holder.  Each  $100  face  value  of  bond  of  the  G.C.  Computer  6s  of 
pays  $6  in  interest  annually,  and  will  be  redeemed  by  the  company 
986  for  the  full  face  value  of  $100— hence,  the  "6s  of  1986".  Bonds 
quoted  in  the  newspaper  in  $100  units.  When  a  bond  sells  at  IO8V2, 
leans  you  pay  $108.50  for  $100  face  value,  yielding  5.5%  at  that 
!  as  against  6%  at  100.  and  convertible  at  any  market  price  for  the 
i  into  4.347  shares  of  G.C.  Computer  common.  The  odd  amount  of 
mon  stock  used  in  our  example  (217  shares)  is  to  keep  the  Con- 
ble  Bond  purchase  on  an  "even"  basis  for  purposes  of  easier  corn- 
son. 

nportant  Conversion  Fact:  In  mid  November  1967,  with  G.C.  Computer 
mon  at  25  and  the  G.C.  Computer  Convertible  Bond  at  108.50,  the 
was  selling  exactly  at  "Conversion  Parity,"  which  means  selling 
exactly  what  it  was  worth  in  conversion  value — the  market  value  of 
amount  of  common  stock  into  which  it  could  be  exchanged.  Thus, 
K  4.347  equals  slightly  more  than  108.50 — the  bond  was  selling  for 
i.50 — hence  it  was  selling  at  Conversion  Parity. 

n  ALL-IMPORTANT  Conversion  Fact:  When  any  Convertible  is  selling 
Conversion  Parity,  it  must  show  just  as  muchpercentage  appreciation 
the  common  stock  on  the  upside,  dollar  for  dollar,  and  cannot  possibly 
w  any  greater  loss  than  the  common  on  the  downside.  It  can,  and 
ally  does,  show  less  loss  than  the  common  stock  on  the  downside, 
that's  a  later  part  of  this  explanation.  Let  us  first  mathematically 
lonstrate  the  ability  of  a  Convertible  at  Conversion  Parity  to  show  at 
st  as   much   profit   as  th?   rommon   stock  on   the   upside,   dollar  for 


as  much  appreciation  as  the  common  stock.  (Try  this  calculation  your- 
self, at  any  price  level  for  G.C.  Computer  common,  75,  100,  200,  and 
you  will  grasp  this  point  exactly.) 

Turning  to  the  downside,  assume  G.C.  Computer  common  does  not 
double  from  25  to  50,  but,  instead,  is  halved,  from  25  to  12V2.  The 
$5,425  invested  in  the  common  stock  has  now  lost  50%  and  become 
$2,712.  At  12V2  for  the  common,  each  $100  face  value  of  Convertible 
Bond  must  sell  at  a  minimum  of  12.5  x  4.347,  or  54.33.  Each  $100 
bond  is  now  worth  a  minimum  of  $54.33;  $1,000  in  bonds  is  worth 
$543.30;  and  our  $5,000  in  bonds  is  worth  5  x54l.30  or  $2,716.50.  At 
this  minimum,  the  Convertible  loss  would  equal  that  in  the  common, 
dollar  for  dollar,  but  the  loss  could  not  be  greater,  since  at  12.50  for 
the  common,  the  minimum  value  of  the  Convertible  Bond  is  12.5  x 
4.347,  or  $2,716  as  against  the  value  of  the  common  of  $2,712. 

Conclusion  —  and  an  INVARIABLE  Conclusion 

When  any  Convertible  Bond  or  Convertible  Preferred  Stock  is  selling 
at  Conversion  Parity,  it  must  show  at  least  as  much  percentage  profit 
as  the  common  stock  on  the  upside,  dollar  for  dollar,  and  cannot  show 
any  greater  percentage  loss  than  the  common  stock  on  the  downside. 
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Continuing  with  G.C.  Computer  as  our  example  — 

1.  G.C.  Computer  common  pays  no  dividend  whatever. 

2.  G.C.  Computer  Convertible  Bonds,  the  6s  of  1986,  pay  interest  of 
$6  annually  per  $100  face  value  of  bond.  Thus,  to  go  back  to  our  two 
alternatives: 

(A)  Buy  217  shares  of  G.C.  Computer  common  at  25; 

Cost  $5,425  Dividend  Return— 0 

(B)  Buy  $5,000  face  amount  of  G.C.  Computer 
Convertible  Bond  at  108.50; 

Cost  $5,425  Interest  Yield— 5.5% 

If  we  have  mathematically,  and  undeniably,  demonstrated  that  the 
Convertible  must  do  as  well  as  the  common,  dollar  for  dollar,  on  the 
upside,  and  cannot  do  any  worse  on  the  downside,  why  buy  the  common, 
which  pays  no  dividend,  and  not  the  Convertible  Bond,  which  yields  5.5% 
at  the  above  price? 
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lar,  and,  at  a  minimum,  to  do  no  worse  than  the  common  stock 
the  downside! 

ssume  G.C.  Computer  common  doubles  in  price  from  25  to  50.  The 
1  shares  purchased  at  25  for  $5,425  are  now  worth  $10,850  with  the 
:k  at  50.  But  at  50  for  G.C.  Computer  common,  the  Convertible  Bond 
st  be  worth  a  minimum  of  50  x  4.347,  or  217.35.  Since  each  $100 
d  is  now  worth  at  least  $217.35,  each  $1,000  bond  is  worth 
173.50  and  our  $5.000  face  value  of  bonds  is  worth  5  x  $2,173.50, 
$10,867.  A  value  of  $10,850  for  the  common  stock— $10,867  for  the 
vertible  Bond— the  Convertible  Bond  has  shown  exactly  as  much 
reciation  as  the  common  stock  on  the  upside,  dollar  for  dollar.  And 
s  mathematically  certain  that  at  any  level  of  appreciation  for  the 
imon  stock,  the  Convertible  Bond  must,  at  a  minmium,  show  exactly 


The  investor  who  buys  the  common  instead  of  the  Convertible  in  this 
example,  literally  is  throwing  this  generous  return  out  the  window,  to  no 
purpose  whatever. 

Above  you  see  a  portion  of  a  computerized  statistical  analysis  of 
almost  900  Convertible  Bonds  and  Convertible  Preferred  Stocks.  There 
is  much  information  and  guidance  in  the  above  table,  but  for  the 
moment  let  us  only  direct  your  attention  to  the  three  columns  indicated 
by  the  arrows,  telling  us  (a)  the  premium  over  conversion  value  being 
paid  for  the  Convertible,  (b)  the  dividend  yield  on  the  common  stock 
as  of  the  current  price  of  the  common,  and  (c)  the  interest  or  dividend 
yield  on  the  Convertible  Bond  or  the  Convertible  Preferred  Stock  as  of 
the  current  price  of  the  Convertible. 
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When  the  Convertible  sells  at  no  premium  over  Conversion  Value 
(0  in  the  tables),  and  provides  a  higher  yield  than  the  common  stock, 
you  are  throwing  money  out  the  window  if  you  buy  the  common  stock 
Instead  of  the  Convertible.  Hence  our  initial  heading:  NEVER  BUY  A 
COMMON  STOCK  —  Without  First  Checking  To  See  If  There  Is  A 
CONVERTIBLE  For  The  Same  Company. 

We  could  stop  at  this  point,  and  we  would  feel  that  we  have  already 
presented  to  you  quite  sufficient  reason  for  reading  a  remarkable  study 
we  have  published,  by  a  remarkable  and  extremely  well-qualified  author, 
entitled 


Investing  &  Speculating 

With 
CONVERTIBLES 

by  Sidney  Fried 


There  is  already  more  than  enough  reason  for  reading  this  study 
because  without  the  insights  presented  in  it,  if  you,  for  example,  made 
one  purchase  of  the  217  shares  of  G.C.  Computer  common,  just  dis- 
cussed, instead  of  the  G.C.  Computer  Convertible  Bonds,  you  would  have 
lost  exactly  $276  in  interest  in  one  year  on  the  Convertible,  with  no 
offsetting  advantages  in  buying  the  common.  Each  time  thereafter  that 
you  bought  a  common  stock  without  checking  for  a  Convertible  in  the 
company's  capitalization,  you  would  take  the  risk  of  loss  of  income,  and 
the  larger  your  purchase  of  a  common  stock,  the  larger  your  possible 
loss. 

But  we  have  only  begun  to  tell  you  how  you  throw  money  out  the 
window  by  being  unaware  of  the  Convertibles  market,  and  permit  us 
to  continue. 


SECOND  Means  of  Throwing  Money  Out  The  Window 


Continuing  with  G.C.  Computer  as  our  example  (typical  of  many 
common-Convertible  relationships  at  any  stage  of  the  market  cycle): 

(a)  If  you  buy  217  shares  of  G.C.  Computer  common  stock  at 
25  for  a  total  cost  of  $5,425,  you  pay  a  total  brokerage 
commission    of    $72.25 

(b)  If,  instead,  you  buy  the  equivalent  amount  in  the  G.C. 
Computer  Convertible  Bond  at  IO8V2,  or  $5,000  face  amount, 
for  a  total  cost  of  $5,425,  you  pay  a  total  brokerage 
commission    of    $12.50 

In  buying  G.C.  Computer  common  in  this  instance,  you  are  not  only 
throwing  away  the  5.5%  yield  on  the  Convertible  Bond,  but  are  also 
paying  substantially  more  brokerage  commission  for  the  privilege.  On 
selling,  you  are  again  penalized.  Buying  common  stock  instead  of  an 
equivalent  amount  of  Convertible  Bonds  always  costs  much  more  in 
brokerage  commissions,  and  the  same  applies  to  a  slightly  lesser  extent 
to  the  typical  Convertible  Preferred  Stock. 


THIRD  Means  of  Throwing  Money  Out  The  Window  — 
AND  THE  MOST  IMPORTANT 


We  demonstrated  previously  with  G.C.  Computer  common  at  25,  and 
the  G.C.  Computer  Convertible  Bond  at  108.50,  exact  Conversion  Parity, 
that  if  G.C.  Computer  common  fell  by  50%  from  25  to  12.5,  G.C.  Com- 
puter Convertible  Bonds  could  not  possibly  show  any  greater  percentage 
decline  than  the  common.  But,  while  a  50%  decline  in  the  Convertible 
Bond  accompanying  a  similar  50%  decline  in  the  common  is  the 
maximum  decline  that  can  affect  the  Convertible,  there  is  no  necessity 
for  the  Convertible  to  decline  to  that  extent.  Indeed,  we  can  go  much 
further,  and  say  that  very  few  Convertibles  decline  to  the  maximum 
extent,  or  to  Conversion  Parity,  when  their  respective  common  stocks 
suffer  a  serious  decline.  For  Convertible  Bonds  and  Convertible  Pre- 
ferred Stocks  are  senior  securities  for  any  company,  having  a  prior 
claim  to  a  fixed  rate  of  interest  in  the  case  of  the  Bond,  or  to  a  fixed 
rate  of  dividends  in  the  case  of  the  Preferred  Stock,  which  must  be  paid 
before  the  common  stock  can  receive  any  dividend.  Furthermore,  as 
senior  securities,  Convertibles  have  a  prior  claim  to  all  assets  of'  the 
company,  and  in  the  event  of  a  dissolution  of  the  company  for  any 
reason,  they  must  be  paid  off  at  full  face  value  before  the  common 
stock  shares  in  any  of  the  remaining  assets. 
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Add  all  this  to  the  mounting  yield  on  the  Convertible  as  it  declines 
in  price,  and  to  the  valuable  long-term  conversion  right  of  the  Convertible 
into  a  specific  amount  of  common  stock,  and  we  can  readily  see  why  a 
Convertible  will  almost  always  refuse  to  accompany  its  common  stock  to 
the  full  extent  of  the  stock's  decline  but,  instead,  will  slow  its  own 
decline,  and  then  stabilize,  at  a  certain  level,  usually  well  above  the 
price  at  which  it  would  sell  at  straight  conversion  value.  Again  let  us 
look  at  G.C.  Computer,  and  at  the  actual  market  history  of  the  1966 
decline  for  both  common  and  Convertible  Bond,  to  fully  grasp  the 
important  benefits  of  the  Convertible  over  the  common  stock.' 

In  November  1956,  along  with  many  other  rapidly  declining  stocks. 
G.C.  Computer  dropped  to  a  low  of  7%.  At  77/s,  the  Convertible  Bond, 
on  straight  conversion,  value,  was  worth  only  7.87  x  4.347,  or  34.23 
But  at  34.23  (had  the  bond  actually  skidded  to  that  low  estate)  this  6% 
bond  would  be  yielding  17.5%!  Since  the  company  was  on  a  quite  souncj 
footing  financially,  no  one  had  any  reason  to  expect  such  an  unprece; 
dented  interest  yield.  Furthermore,  the  Convertible  Bond  still  retaineti 
the  right  until  1984  to  be  exchanged  for  4.347  shares  of  G.C.  Compute1 
common  at  any  time  at  the  option  of  the  holder  (a  valuable  privilege)] 

Adding  these  two  factors  of  value  together — the  rising  interest  yielil 
on  the  bond  as  it  declined,  and  the  attraction  of  the  conversion  privileg 
— it  was  hardly  to  be  expected  that  the  G.C.  Computer  Convertible  Bon 
would  drop  to  34.23  and,  in  reality,  no  such  drop  took  place.  Instead 
in  1966,  when  the  common  dropped  to  its  low  of  7%,  the  Convertiblj 
Bond  sold  no  lower  than  7L  And  it  is  a  fact  that  in  the  debacle  whici 
took  place  for  so  many  common  stocks  in  the  latter  part  of  196fj 
almost  all  Convertible  Bonds  and  Convertible  Preferred  Stocks  refuse] 
to  accompany  their  common  stocks  into  the  cellar,  but  held  at  pricij 
roughly  comparable  to  what  we  have  just  described  for  G.C.  Compute' 
the  higher  quality  Convertibles  holding  in  the  80's  and  90's,  and  soir 
lowest  quality  Convertibles  dipping  to  the  60's.  But  in  virtually  all  case 


the   Convertibles  held   well   above  their  straight  conversion  value. 

Now,  returning  to  our  two  alternatives  of  (a)  217  shares  of  G. 
Computer  common  at  25  for  $5,425,  or  (b)  $5,000  face  amount 
G.C.  Computer  Convertible  Bonds  (6s  of  1986)  at  IO8V2  for  $5,42 
assume  the  market  suffers  another  serious  decline  and  G.C.  Comput 
common  and  Convertible  Bond  return  to  their  1966  lows  of  Vh  for  t! 
common   and   71   for  the   Convertible   Bond. 

The  217  shares  at  V/%  would  be  worth  $1,708.87,  repre- 
senting a  loss  from  the  original  $5,425  investment  of  $3,716.' 

The  $5,000  face  value  of  bonds  at  71  would  be  worth  $3,550, 
representing  a  loss  from  the  original  $5,425  investment  of 
only  $1,875. 

The  common  stock  would  have  shown  almost  twice  the  loss  shown 
the  Convertible  Bond 

Hence  —  The  Third  Means  of  Throwing  Money  Out  The  Window  —  A 
The  Most  Important  — 


If  a  Convertible  Bond  or  Convertible  Preferred  Stock,  selling  at  C 
version  Parity,  can  not  show  any  greater  percentage  loss  on  the  doi 
side  than  the  common  stock,  but  can,  and  many  times  does,  show 
less  percentage  loss  than  the  common  stock  when  a  falling  mat 
ensues,  why  buy  the  common  instead  of  the  Convertible  and  exp 
yourself  quite  needlessly  to  this  greater  risk?  It  is  literally  choosing 
throw  more  of  one's  money  out  the  window  than  one  had  to,  i 
decline  does  in  fact  occur.  The  risk  is  accepted  needlessly,  for  on 
upside  at  Conversion  Parity,  the  Convertible  will  produce  exactly 
much  profit  as  the  common,  dollar  for  dollar. 

We  started  this  explanation  with  the  two  alternatives  for  buj 
G.C.  Computer,  when  the  common,  in  mid-November  1967,  was  sel 
at  25  and  the  G.C.  Computer  Convertible  6s  of  1986  were  selling 
108V2,  at  direct  Conversion  Parity. 

It  should .  now  be  clear  that  the  investor  who  bought  the  comi 
stock,  instead  of  buying  the  Convertible  Bond  was: 

(a)  accepting  a  0  yield  on  his  common  stock  investment  as  aga 
the  5.5%  yield  if  he  bought  the  Convertible  Bonds; 

(b)  paying  $72.25  in  commissions  for  the  common  stock  insteac 
only  $12.50  for  the  Convertible  Bonds; 

(c)  needlessly  accepting  the  far  greater  downside   risk  of  the  cL 
mon   stock,  as  against  the  Convertible. 

The  investor  buying  the  common  stock  instead  of  the  Convertible 
accepting   all   these   disadvantages   without   any   offsetting   advant  | 
whatever! 
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OF   PRESENTLY-TRADING   CONVERTIBLE  BONDS  &  CONVERTIBLE  PREFERRED  STOCKS 

(A  full,  updated  statistical  description  of  each  Convertible  is  given  in  "Investing  &  Speculating  with  CONVERTIBLES") 


Collins  &  Aik 
Collins  Radio 
Col  Fuel  &  Iron 
Columbia  Pict 
Combustion  Eng 
Comm  Solvents 
Common  Oil  Ref 
Comp  Applic 
Comp  Leasing 
Condec  Corp 
Cons  Electro 
Cons  Elec  Ind 
Cont  Airlines 
Cont  Baking 
Con  Comp  Assoc 
Cont  Telephone 
Control  Data 
Cop»erweld  Stl 
Crane  Co 
Crescent  Corp 
Crestmont  Oil 
Crow  Coll  Mac 
Cuneo  Press 
Curtis  Noll 
Cyber  Tronics 
OPA 

OWG  Corp 
Daitch  Crystal 
Dallas  Airmot 
Data  Proc  Fin 
Oaylln 

Dearborn  Comp 
Di  Giorgio 
Disney  Prod 
Divers  Metals 
Dixon  Chem  Res 
Dow  Chem 
Duro-Test 
Dynamic  Instr 
E  G  &  G  Inc 
Eastern  Air 
Edo  Corp 
Ehren  Photo  Op 
Eitel  McCull 
Elco  Corp 
Elcor  Chem 
Electron  Assoc 
Electron  Mem 
Electron  Spec 
Electrospace 
El  Paso  Nat  Gas 
Equity  Funding 
Executone 
F  &  B  Ceco 
FMC  Corp 
Fabri  Tek  Inc 
Fairbanks  Mors 
Fairchild  Hill 
Farrington  Mfg 
Fed  Pacific  El 
Fidelity  Corp 
Filmways 
First  Natl  Atl 
First  Natl  Cty 
Fischer  &  Port 
Flintkote 
Fla  East  Coast 
Fla  Gas  Co 
Fla  Power  Corp 
Foood  Fair  Strs 
Foremost  Dair 
Fotochrome 
Frontier  Airl 
Fruehauf  Trail 
Garan  Inc 
Gateway  Sptg 
Gearhart  Owen 
Gem  Intl 
General  Accept 
General  Atron 
General  Devel 
General  Instr 
General  Inter 
Gen  Tel  Elect 
General  Time 
Gibralter  Fin 
Giddings  Lewis 
Girard  Trst  Bk 
Glenmore  Dist 
Grace  W  R 
Grand  Union 
Gran  Cty  Stl 
Gran  Eqpt  Lsg 
Grant  W  T 
Graphic  Cont 
Graph  Sciences 
Gray  Mfg 
Greatamerica 
Grt  North  Pap 
Great  West  Fin 
Green  Giant 
Greyhound  Comp 
Grolier  Inc 
Grow  Chemical 
Grumman  Aire 
Gulf  Amer  Land 
Gulf  &  Western 
Hardeman  Paul 
Harper  &  Row 
Hart  Schaf  Marx 


Harvey  Alum 
Hawaiian  Elec 
Head  Ski  Co 
Helmerich  &  Pay 
Henrys  Drive-In 
Hess  Oil  &  Chem 
Hoffman  Intl 
Holly  Sugar 
Home  Oil 
Horizon  Land 
Howmet  Corp 
Hudson  Leasing 
Hunt  Foods 
Hydrometals 
IPL  Inc 
I  T  E  Circuit 
Indian  Head 
Infotronics 
Instrument  Sys 
Intercom  Dyn 
Intermtn  Gas 
Intl  Min  &  Chem 
Intl  Proteins 
Intl  Silver 
Interstate  Bak 
Interstate  Dept 
Irvin  Ind 
Jackson  Min  Mkt 
Jarrell-Ash 
Jervis  Corp 
Jessop  Steel 
Kaltman 
Kaman  Corp 
Kauf  &  Broad 
Kawecki  Chem 
Kerr-McGee 
Keyes  Fibre 
Keystone  Steel 
Keystone  Valve 
King  Resources 
Kleer  Vu  Ind 
Kresge  S.S. 
LTV  Aerospace 
LTV  Electrosys 
Lafayette  Radio 
Lake  Cent  Airl 
Lane  Wood 
Lear  Jat 
Leece  Neville 
Leggert  &  Piatt 
Leslie  Fay 
Lev-Town  Comp 
Liberty  Lsg 
Lin  Brdcstg 
Lionel  Corp 
Litton  Indus 
Lockheed  Aire 
Loral  Electron 
Lucky  Stores 
Lums  Inc 
Lundy  El  &  Sys 
Lynch  Comm  Sys 
MSL  Ind 
Macke  Co 
Macy  R  H 
Madison  Sq  Gard 
Mgmt  Assistance 
Mgmt  Data  Corp 
Mansfield  Tire 
Maryland  Cup 
McCall  Corp 
McCory  Corp 
McCullough  Oil 
McDonnell  Doug 
McGraw  Hill 
Medusa  Port  Cem 
Mid  Cont  Tele 
Miles  Labs 
Mohawk  Airl 
Mohawk  Rubber 
N  Y  N  H  &  Hart 
NMC  Corp 
NAFI  Corp 
Natl  Bell  Hess 
Natl  Cash  Reg 
Natl  City  Lines 
Natl  Dist  Chem 
Natl  Equip  Rent 
Nortek  Inc 
North  Am  Rock 
Northeast  Airl 
North  Ind  Pub 
Northrop  Corp 
Nuclear  Corp 
Nytronics 
OKC  Corp 
Oak  Elec/Netic 
Offshore  Co 
Ogden  Corp 
Ohio  Water  Svc 
Okonite  Co 
Ormand  Ind 
Outlet  Co 
Owens-Illinois 
Ozark  Air  Lines 
Ozite  Corp 
Pac  Pwr  &  Lgt 
Pan  American 
Parker-Hannif 
Parkview  Drugs 


Pall  Corp 
Pauley  Petrol 
Penn-Dixie  Cem 
Penn  Real  Est 
Pepsi-Cola 
Pert  Photo 
Petrolane  Gas 
Pettibone  Mull 
Phoenix  Steel 
Piedmont  Avia 
Pioneer  Plast 
Power  Ind  Prod 
Pueblo  Spmkts 
Quaker  City 
Racine  Hyd 
RCA 

Ralston  Purina 
Randolph  Comp 
Rapid-American 
Recog  Equip 
Reeves  Bros 
Res  Oil  &  Gas 
Ret  Cntrs  Amer 
Revere  Copper 
Reynolds  Metal 
Richfield  Oil 
Richford  Ind 
Riegel  Textile 
Riker  Video 
Ritter  &  Co 
Rohr  Aircraft 
Rohr  Corp 
Ryder  Systems 
SCM  Corp 
Sanders  Assoc 
Santa  Fe  Drill 
Saturn  Airways 
Saturn  Ind 
Saxon  Paper 
Schaefer  J  B 
Scot  Lad  Foods 
Scott  Paper 
Seab  Wrld  Air 
Servo  Corp 
Simplex  Wire 
Sinclair  Oil 
Skil  Corp 
Smiths  Trans 
Sola  Basic  Ind 
Sohtron  Dev 
Southern  Airw 
So  Calif  Edis 
So  West  Airm 
Space  Corp 
Spacerays 
Spartans  Ind 
Spector  Ind 
Speedry  Chem 
Sprague  Elec 
Std  Computers 
Std  Intl  Corp 
Std  Packaging 
Sta  Rite  Ind 
Stauffer  Chem 
Stelber  Cycle 
Stevens  J  P 
Stokely-Van  Cp 
Storer  Brdcstg 
Stylon 
Sundstrand 
Systems  Cap 
TST  Industries 
Talcott  James" 
Tal ley  Ind 
Taylor  Instr 
Tehnical  Tape 
Telautograph 
Teledyne 
Telev  Mfrs 
Telex  Corp 
Tenna  Corp 
Tenneco  Corp 
Thriftimart 
Trane  Co 
Trns  Carib  Air 
Trancon  Inv 
Trans-Lux 
Trans  World  Airl 
Tridair  Ind 
Trinity  Steel 
Twen  Cent-Fox 
Tyco  Labs 
Unexcelled  Inc 
Union  Oil  Cal 
United  Ind 
United  Aircrft 
United  Air  Lin 
United  Imp  Inv 
United  Merch 
United  Nuclear 
United  Util 
U  S  Finance 
U  S  Industries 
U  S  Natl  Gas 
U  S  Smelt  Rfg 
Utah  Cons  Min 
Vail  Natl  Bk  Ar 
Vanadium  Corp 
Van  Dusen  Aire 
Vendo  Co 


Vernitron 
Victoreen 
Va  Elec  &  Pwr 
Visual  Electron 
Volume  Mdse 
Vornado 
Vulcan  Mold  Ir 
Wallace  Prop 
Ward  Foods 
Warner-7  Arts 
Wayne  Mfg 
Wean  Ind 
Webb  Del  E 
Welded  Tube 
Wells  Fargo  Bk 
West  Coast  Airl 
Westates  Pet 
Westcoast  Trans 
Western  Airl 
Western  Pwr  Gas 
Westgate- Calif 
Wetterau  Foods 
White  Cons  Ind 
Whittaker  Corp 
White  Motor 
Will  Ross 
Williams  Bros 
Winston  Muss 
Work  Wear  Corp 
Yale  Exp  Sys 
Zapata  Off  Sh 

Convertible 
Preferreds 


AMK  Corp 
APL  Corp 
Air  Prod  Chem 
Alco  Std 
Alleghany  Corp 
Alleg  Lud  Stl 
Allied  Prod 
Amer  Bakeries 
Amer  Electron 
Amer  Genl  Ins 
Amer  Home  Prod 
Amer  Metal  Cli 
Amer  Std 
Amer  Sugar 
American  WW 
Ashland  Oil  Ref 
Atlan  City  Elec 
Atlan  Richfield 
Auto  Sprinkler 
Automation  Ind 
Avco  Corp 
Avnet 
Bait  Gas  &  Elec 


Bangor  Punta 
Bank  of  NY 
Basic  Inc 
Beatrice  Foods 
Bendix 

Beneficial  Fin 
Boise  Cascade 
Boston  &  Maine 
Bristol-Myers 
Brown  Co 
Bunker-Ramo 
CCIMarquardt 
C  I  T  Fin 
CNA  Financial 
Case  J  I 
Cenco 

Central  Sees 
Certain-Teed 
Channing  Fin 
Chris-Craft 
Chrpmalloy  Am 
Cities  Serv 
Clevite  Corp 
Coastal  States 
Coburn  Corp 
Cole  Natl 
Colt  Ind 
CBS 

Combustion  Eng 
Commercial  Sol 
Comm  Edison 
Cons  Edison 
Continental  Oil 
Cooper  Ind 
Cooper  Tire 
Crow  Coll  Mac 
Crum  &  Forster 
Curtiss-Wright 
Dayco  Corp 
Dennison  Mfg 
Denny's  Rest 
Oetroit  Edison 
Diamond  Sham 
Di  Giorgio 
Dillingham 
Dorr-Oliver 
Dravo  Corp 
Dresser  Ind 
Eat  Yale  Towne 
Emerson  Elec 
Engel  Min  Chem 
Equity  Corp 
Ethyl  Corp 
FMC  Corp 
Fairmont  Foods 
Fed  Pacific  El 
Fed  Sign  &  Sig 


First  Natl  Rlt 
Flintkote 
Foote  Mineral 
Foremost-McKes 
Foster  Wheeler 
Frank  Natl  Bk 
Fund  American 
GAC  Corp 
GAF  Corp 
Gamble  Skogmo 
Gar  Wood  Ind   ' 
Genl  Instr 
Genl  Mills 
Genl  Prec  Eq 
Genl  Signal 
Genl  Tel  &  El 
Genesco 
Georgia-Pac 
Glatfelter  Co 
Glen  Alden 
Global  Marine 
Grt  North  Pap 
Greyhound 
Gulf  Res  Chem 
Gulf  &  Western 
Gulton  Ind 
Heinz  H  J 
Heller  Walter 
Hercules  Inc 
Hitco 
Honeywell 
Hooker  Chem 
Houdaille  Ind 
Household  Fin 
Hydrometals 
Ideal  Bas  Ind 
Indpls  Pwr  Lgt 
Indian  Head 
Interco  Inc 
Intl  Silver 
Intl  Tel  &  Tel 
Intl  Utilities 
Interspace 
ITT  Cons  Svc 
Jim  Walter 
Jupiter  Corp 
Kaiser  Alum 
Kaiser  Cement 
Kaman  Corp 
Kerr-McGee 
Kewanee  Oil 
Kidde  Walter 
Kinney  Natl 
Kroger  Co 
Krueger  W  A 
LTV  Ling  Altec 
Lake  Cerr  Airl 


Lanvin-RitZ 
Lear  Siegler 
Lehigh  Vail  Ind 
Liberty  Loan 
Ling-Temco-Vgt 
Lionel  Corp 
Litton  Ind 
Lone  Star  Gem 
L  I  Lighting 
MCA  Inc 
Madison  Fund 
MAPCO    Inc 
Maremont  Corp 
May  Dept  Store 
McCrory  Corp 
McGraw  Hill 
Mead  Corp 
Midland-Ross 
Miller  Wohl 
Molybdenum 
Murphy  G  W  Ind 
Murphy  Oil 
Natl  Can  Corp 
Nekoosa- Edwards 
Newmont  Mining 
North  Amer  Rck 
Northrop  Corp 
Northwest  Ind 
Occidental  Pet 
Ogden  Corp 
Orange  &  Rock 
Owens-Illinois 
Oxford  Electric 
Pargas  Inc 
Parvin-Dohrmann 
Pennsalt  Chem 
Penn  Co 
Pet  Inc 

Phil  Long  Dist 
Pickands  Mather 
Pike  Corp 
Pitney- Bowes 
Potomac  El  Pwr 
Pratt  &  Lambert 
Puerto  Rico  Tel 
Purex 
RCA 

Ralston  Purina 
Rapid-American 
Raytheon  Co 
Reading  &  Bates 
Reliance  Elec 
Revlon 
Rexall  Drug 
Rex  Chainbelt 
Reynolds  Metals 
Richmond  Corp 


Safeco  Corp 
St  Louis  SF  Ry 
Schenley  Ind 
Scovill  Mfg 
Seaboard  Fin 
Searle  G  D 
Sheller  Globe 
Shop  Rite  Foods 
Signal  Co 
S  W  Forest  Ind 
Spartans  Ind 
Squibb  Beech-Nut 
Std  Alliance 
Std  Oil  of  Ohio 
Std  Packaging 
Stauffer  Chem 
Sterling  Drug 
StudebakerWth 
Sunasco 
Sundstrand 

Sprmkts  Genl 

Susquehanna 

Swiss  Chalet 

TCO  Industries 

TRW  Inc 

TSC  Industries 

Teledyne 

Tenneco  Corp 

Tenneco  Inc 

Texas  East  Tr 

Texas  Gas  Trans 

Textron 

Tide  Mar  Svc 

Tracor  Inc 

Transamerica 

Trans  World  Airl 

Travelers  Corp 

Union  Oil  Calif 

United  Fruit 

United  Ind 

U  S  Gypsum 

U  S  Ply-Champ 

United  Util 

Victor  Comp 

Wallace-Murray 

Warnaco  Inc 

Warner-Lambert 

Wayne-Gossard 

Wean  United 

Werner  Cont 

Western  Union 

Wheelabrator 

Whittaker  Corp 

Witco  Chemical 

Wyle  Labs 

Zale  Corp 

Zayre  Corp 


"Investing  &  Speculating  With  CONVERTIBLES,"  by  Sidney  Fried, 
begins  with  the  thoughts  we  have  just  described,  which  certainly  makes 
the  point: 

Never  Buy  A  Common  Stock  —  Without  First  Checking  To  See 
If  There  Is  A  CONVERTIBLE  For  the  Same  Company  — 

But  it  js  only  a  beginning,  because  from  this  point,  Sidney  Fried  takes 
you  on  a  rewarding  journey  through  the  entire  spectrum  of  "Opportunities 
In  Convertibles,"  and  time  and  time  again  you  are  certain  to  be  sur- 
prised (dismayed  might  be  the  better  word)  by  a  growing  realization  on 
your  part  that  on  many  past  occasions,  quite  unknowingly,  you  have 
given  up  income,  accepted  higher  commission  costs,  taken  needless 
risks  with  your  capital,  and  a  most  important  injury  to  yourself,  been 
completely  unaware  of  a  whole  range  of  profitable  opportunities  where 
potential  gain  far  outweighed  chance  of  loss,  simply  because  you  were 
not  knowledgeable  in  the  field  of  Convertibles. 

Consider  the  following  all-important  fact:  At  any  moment  in  today's 
stock  market,  almost  900  Convertible  Bonds  and  Convertible  Preferred 
Stocks  have  a  logical  relationship  to  their  common  stocks,  capable  of 
producing  potentially  profitable  commitments  today,  or  promising  to 
move  into  proper  position  tomorrow.  The  most  frequent  and  most 
fruitful  relationship  is  a  simple  and  logical  one.  The  Convertible  is  at 
a  point  near  Conversion  Parity  where  any  further  upside  movement  of 
the  common  stock  will  begin  to  push  the  Convertible  up  with  the 
common,  dollar  for  dollar,  on  a  percentage  basis.  Yet,  the  Convertible 
is  also  not  far  away  from  a  point  where  it  has  previously  resisted 
declines  when  the  common  moved  down. 

How  simple  and  fruitful  an  approach  then:  Buy  the  Convertible  in- 
stead of  the  common,  and  if  the  market  in  the  common  moves  yj)  — 
enjoy  these  profits,  dollar  for  dollar  with  the  common  stock.  But  if  the 
market  in  the  common  moves  down,  avoid  the  bulk  of  the  losses  which 
the  common  will  then  endure.  And  we  have  already  pointed  out  that 
many  such  positions  can  be  taken  offering  far  higher  interest  or 
dividend  yields  on  one's  investment  than  if  one  had  purchased  the 
common  stock,  and  at  invariably  lower  commission  costs,  many  times 
far  less.  From  this  starting  point,  "Investing  &  Speculating  With 
CONVERTIBLES"  takes  you  down  a  dozen  pathways,  illuminating  methods 
by  which  you  can  draw  profits  from  Convertible  positions  in  varying 
types  of  markets,  and  to  meet  the  varying  needs  of  individual  investors. 


>RBES,   NOVEMBER  15,  1968 


119 


(Advertisement) 

Thus,  to  give  but  one  example,  the  tendency  of  the  market  to  move 
in  Groups  (Group  Movement)  is  well  known  as  a  valid  and  useful 
approach  to  investment  timing.  Are  Integrated  Oils,  for  example,  be- 
ginning to  show  strength  in  the  market?  As  we  write,  there  are  Ashland 
Oil  Convertible  Bonds,  Associated  Oil  &  Gas  Convertible  Bonds,  Richfield 
Oil  Convertible  Bonds,  Union  Oil  of  California  Convertible  Bonds,  Sinclair 
Oil  Convertible  Bonds,  and  one  could  go  on  with  this  list  for  there  are 
21  Convertible  Bonds  and  Convertible  Preferred  Stocks  among  the 
Integrated  Oils.  The  Steel  Group,  the  Computer  Leasing  Group,  the  Paper 
Group,  Drug  Group,  Retail  Stores  Group— with  any  Group,  the  repre- 
sentation of  Convertible  has  to  be  present  in  depth,  for  with  almost 
900  Convertibles  trading,  all  market  Groups  fall  within  the  Convertible 
domain.  ("Investing  &  Speculating  With  CONVERTIBLES"  contains  a 
valuable  list  giving  you  a  complete  breakdown  of  almost  900  Convertibles 
by  Group.  You  will  find  this  a  valuable  reference  as  different  Group 
moves  develop  in  the  market,  week-to-week,  month-to-month.) 

At  this  point,  let  us  give  just  a  few  concrete  examples  of  how 
strategic  moves  in  Convertibles  can  develop,  keeping  in  mind  that  the 
examples  used  are  purely  for  the  purpose  of  explaining  the  logic  of 
the  Convertible,  and  recognizing  that  there  are  material  differences 
among  the  individual  Convertibles  of  this  type,  so  there  can  be  no 
assurance  that  past  performance  would  necessarily  be  repeated  by  other 
Convertibles.  Before  presenting  these  examples,  let  us  use  a  paragraph 
to  explain  the  illustrative  "Conversion  Ratio  Charts"  shown  below,  first 
developed  by  the  author,  Sidney  Fried,  about  15  years  ago.  (Sidney 
Fried's  eminent  qualifications  as  author  of  this  study  are  underlined 
by  his  wide  range  of  experience,  covering  several  decades  as  professional 
trader  for  prominent  brokerage  firms  and  as  Editor  of  a  leading  invest- 
ment service  on  Convertibles  for  the  past  11  years.) 

The  common  stock  in  each  chart  is  plotted  on  the  right  hand  scale 
in  the  normal  manner,  and  the  Convertible  is  plotted  on  the  left  hand 
scale  in  a  similarly  normal  manner.  But  because  each  point  on  the 
left-hand  (Convertible)  scale  is  the  opposite  point  on  the  common  scale, 
multiplied  by  the  conversion  factor,  the  Chart  shows  the  common  and 
the  Convertible  in  exact  relationship  to  one  another.  When  there  is 
little  or  no  gap  between  the  heavy  line  and  the  light  line  —  therefore, 
between  the  market  price  of  the  common  and  the  market  price  of  the 
Convertible  on  the  Conversion  Ratio  scales— the  Convertible  is  selling 
at  or  near  Conversion  Parity  and  any  rise  in  the  common  must  produce 
a  corresponding  rise  in  the  Convertible  of  exactly  the  same  percentage 
increase,  due  to  its  conversion  privilege.  When  there  is  a  considerable 
gulf  between  the  two  lines,  the  Convertible  is  selling  at  a  substantial 
premium  over  its  straight  conversion  value — the  wider  the  gulf,  the 
larger  the  premium.  Each  Chart  also  contains  a  Sales  and  Earnings 
record  and  an  inset  chart  giving  an  extended  price  history  of  common 
and  Convertible.  "Investing  &  Speculating  With  CONVERTIBLES"  fully 
explains  the  construction  of  the  Chart  and  uses  many  as  illustrations  of 
the  various  points  made.  Going  on  now  with  our  examples  of  possible 
"strategic  moves"  with  Convertibles: 


Bausch  &  Lomb  43/4's'80  had  held  above  par  (100)  ever  since 
issuance  in  1960  even  when  worth  only  in  the  60's  on  straight  con- 
version value.  When  the  common  stock  pushed  up  to  the  30's  late  in 
1965,  the  convertible  bond  was  an  obvious  strategic  purchase  at  the 
time  indicated  by  the  arrow.  The  Convertible  did  go  up  sharply  with  the 
common  as  it  had  to.  propelled  by  its  conversion  privilege.  Had  the 
move  reversed  itself  instead,  with  the  common  sliding  back  to  the 
20's,  the  convertible  bonds  would  quite  likely  have  continued  to  hold 
near  par.  The  Convertible  had  presented  the  opportunity  to  equal  the 
gain  of  the  common  on  the  upside,  but  promised  to  conserve  capital 
to  a  far  greater  degree  on  the  downside. 
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Flying  Tiger  Line  51/2's-'74  were  an  excellent  speculative  purchase 
throughout  1964  and  early  1965  selling  around  the  90  level  for  most 
of  that  time  as  the  common  moved  up  steadily.  Yielding  above  6%  at 
that  price  (Flying  Tiger  common  paid  no  cash  dividend  at  all!),  and 
representing  a  call  on  a  quite  promising  airline  in  the  dynamic  air  cargo 
field,  the  convertible  bond  had  also  proved  its  ability  to  protect  capital 
by  remaining  above  the  80  level  even  when  the  common  dipped  to  a 
point  where  the  bond  was  worth  only  in  the  40's  on  conversion  value. 
On  the  other  hand,  when  the  common  continued  its  advance,  the  Con- 
vertible quickly  followed  along,  reaching  the  325  level.  The  convertible 
bond  had  provided  greater  safety  than  the  common,  almost  as  much 
appreciation  and  an  excellent  yield.  There  are  many  high-yielding  con- 
vertible bonds  and  convertible  preferred  stocks  on  more  speculative 
situations  which  will  deserve  (and  reward)  the  future  attention  of 
investors. 


Opportunities  In  Newly-Issued  Convertibles 

Since  new  Convertibles  generally  do  not  sell  at  too  great  a  premium 
over  actual  conversion  value  at  time  of  issuance,  they  must  be  watched 
carefully  for  potential  opportunities  since  they  represent  a  long-term 
call  on  the  common  stock  (usually  10  to  20  years),  usually  possess 
considerably  greater  safety  than  the  common  on  the  downside,  and  may 
even  provide  a  far  better  yield,  or  return  on  investment,  than  their 
common  stocks.  For  example,  both  Itek  5's-'86  and  Scientific  Data  Sys- 
tems 5V2's-'86  were  providing  attractive  yields  where  neither  common 
stock  paid  any  dividend,  would,  in  our  opinion,  have  held  up  far  better 
than  ether  common  stock  in  a  falling  market,  and  enabled  their  holders 
to  enjoy  almost  as  much  appreciation  on  the  upside  as  the  considerably 
more  risky  common  stocks  when  both  stocks  ran  up.  Needless  to  say, 
new  Convertible  issues  are  not  all  an  easy  road  to  stock  market  profits. 
Far  from  it!  This  serves  to  emphasize  the  need  for  the  type  of  thorough 
research  and  careful  analysis  which  this  study  describes.  "Investing  & 
Speculating  With  CONVERTIBLES"  presents  many  useful  guidelines  for 
selecting  new  issues  of  Convertible  Bonds  and  Convertible  Preferred 
Stocks  aimed  at  superior  opportunities  for  capital  gain  plus  excellent 
return,  plus  greater  safety,  as  against  the  common  stock  in  each  case. 
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er  Important  Insights  Into  The  "Convertible" 
is  not  possible   in   these  few  descriptive   pages  to  adequately  de- 

e  the  many  useful,  and  potentially  profitable,  approaches  to  the 
vertible  presented  by  Sidney  Fried  in  a  most  illuminating  manner 
this  study.  For  example,  one  chapter  deals  with  "Merger  Con- 
bles "  A  continuous  progression  of  corporate  mergers  and  acquisi- 
s  has  taken  place  in  the  past  year  or  more,  and  continues  unabated. 

many  of  these  mergers  involving  the  issuance  of  new  Convertibles 
;xchange  for  the  common  stock  being  acquired.  Important  oppor- 
ties  can  arise  for  the  'creation'  of  the  forthcoming  new  Convertibles 
ugh   immediate   purchase  of  the  common  stock  which   is  being  ex- 

ged  for  the  Convertible  under  the  announced  plan.  "Investing  & 
rulatmg  With  CONVERTIBLES"  tells  the  reader  how  to  quickly  evaluate 

worth  of  the  new  Convertible,  and  the  desirability,  or  lack  of 
irability,  of  'creating'  the  new  Convertible.  Such  potential  oppor- 
ties  in  "Merger  Convertibles''  are  in  the  financial  news  very  f re 
ntly  these  days,  and  profitable  commitments  can  eventuate  for  those 
stors  who  understand  what  they  involve  at  their  outset.  This  study 
ns  the  door  to  such  understanding. 

iiother   chapter    deals   with    the    "Convertible    Hedge,"    and,    in    our 

ion.  is  alone  worth  many  times  the  small  price  of  this  study.  It  is 

ossible   to   explain    this   fascinating   approach   to   the   Convertible   in 

se   paragraphs  in   any  depth,  and   we  can  only  say  that  it  involves 

ig  simultaneously   "Long"  the  Convertible  and  "Short"  the  common 

k,  in  specific  ratios,  taking  advantage  of  the  fact  that  in  any  decline, 

typical  Convertible  will  refuse  to  fall  as  fast  or  as  far  as  its  common 

k.  One  type  of  Hedge  is  aimed  at  upside  profits  to  benefit  from  an 

icipated  rise  in  the  common.  This  is  a  Half  Hedge — Long  X  amount 

Convertible   and   Short    !2    the   amount  of  common   stock  for  which 

Convertible  can  be  exchanged  which,  in  effect,  gives  you  a  net  50% 

g   position   on   any   upside   move,   while   the    Hedge    portion   sharply 

uces  possible  net  loss  on  the  downside.  The  other  type  of  Hedge  is 

ed  at  downside  profits  to  benefit  from  an  anticipated  decline  in  the 

mon.  This  is  a   FuM   Hedge  —  Long  X  amount  of  Convertible  and 

rt  the  full  amount  of  common  stock  for  which  the  Convertible  can 

exchanged.  When  taken  at  Conversion  Parity,  no  upside  loss  is  pos- 

with   the   Full   Hedge,   while   if  the   anticipated   downside   move  in 

common   does  occur,  a   net  profit  is  enjoyed  to  the  extent  that  a 


(Advertisement) 

premium  over  Conversion  Value  develops  for  the  Convertible.  This  is 
a  riskless  commitment  with  which  to  benefit  from  any  falling  market. 
Well-timed  and  properly  selected,  risk  in  the  Half  Hedge,  seeking  profits 
in  a  rising  market,  can  also  be  reduced  to  close  to  the  0  level  in  many 
cases,   as  explained   by  Sidney  Fried   in   this  rewarding  chapter. 

Since  latest  Federal  Reserve  Board  margin  regulations  rule  that 
Convertible  Bonds  traded  on  any  Exchange  require  only  60%  margin 
upon  purchase,  as  against  80%  margin  for  its  respective  common  stock, 
one  can  obtain  greater  leverage  for  one's  funds  in  both  straight  pur- 
chase and  in  Hedge  positions  by  using  the  Convertible  as  against  the 
rommon,  and  the  author  describes  the  potential  benefits  of  this  pro- 
vision from  a  number  of  standpoints  in  the  study. 

Tax  benefits  flowing  from  proper  use  of  the  Convertible  in  one's 
investments,  aiming  at  capital  gains  with  its  lower  tax  rate,  are  fully 
discussed  by  the  writer  in  another  valuable  section  of  the  study,  and 
some  of  the  guideposts  will,  we  believe,  surprise  you  and  cause  you  to 
wonder  why  you  have  never  previously  been  aware  of  them. 

Many  more  potentially  profitable  insights  are  contained  in  "Investing 
&  Speculating  With  CONVERTIBLES"  by  Sidney  Fried,  and  we  can  only 
urge  you  to  read  the  study.  For  failure  to  utilize  the  "Convertible"  in 
today's  market  is  nothing  short  of  self-injury,  and  even  the  first  few 
points  made  in  the  opening  paragraphs  should  have  been  enough  to 
demonstrate  this  point,  while  much  more  is  possible  with  the  Convertible 
than  indicated  by  those  opening  points  —  all  carefully  described  in 
the  study. 

"Investing  &  Speculating  With  CONVERTIBLES"  by  Sidney  Fried,  costs 
nnly  $3.  and  can  be  ordered  for  immediate  delivery  using  the  coupon 
below.  We  will  include  in  the  study  a  valuable  current  compilation  of 
almost  900  Convertible  Bonds  and  Convertible  Preferred  Stocks  trading 
in  today's  market,  giving  a  comprehensive  statistical  description  of  each 
Convertible.  We  will  also  include  a  complete  breakdown  of  the  almost 
900  Convertibles  by  Group,  to  aid  you  in  your  day-to-day  investment 
decisions,  along  lines  discussed  by  Sidney  Fried  in  the  study  where  he 
outlines  methods  for  utilizing  these  Convertibles  in  your  investment 
programs. 

Upon  reading  "Investing  &  Speculating  With  CONVERTIBLES",  we  feel 
you  will  fully  concur  with  us  that  every  page  of  the  study  is  must  read- 
ing for  every  investor.  In  today's  stock  market,  and  in  tomorrow's, 
hundreds  of  common  stocks  will  attract  investor  interest,  leading  to  the 
purchase  of  those  common  stocks.  In  buying  those  common  stocks, 
investors  by  the  tens  of  thousands  will  have  completely  ignored  the 
possibility  that  a  well-situated  Convertible  might  be  trading  for  that 
same  company,  and  they  will  then  probably  pay  the  penalty  of  a  lower 
yield  on  each  dollar  invested,  higher  commission  rates  for  the  privilege 
of  sustaining  such  loss  (!),  and  worst  of  all,  needlessly  accept  greater 
risk  to  the  capital  they  invest. 

Not  to  read,  and  fully  absorb,  "Investing  &  Speculating  With  CON- 
VERTIBLES" by  Sidney  Fried,  can  only  be  described  as  accepting  dis- 
advantages and  ignoring  advantages! 

This  study  tells  the  story  of  the  Convertible  in  all  its  aspects  in  so 
lucid  a  manner  that  we  feel  confident  you  will  begin  to  benefit  from  it 
in  your  current  investments  as  soon  as  you  have  read  even  the  first 
few  pages  of  the  study.  (The  first  chapter  alone  will  open  your  eyes 
wide!).  We  urge  you  to  use  the  coupon  below  without  delay,  and  we 
do  thank  you  for  allowing  us  to  express  these  thoughts  on  the 
"Convertible"  to  you. 

R.H.M.  Associates 


Department  FC  5-2 
220  FIFTH  AVENUE,   NEW  YORK,  NY.    lOOOl 

Gentlemen: 

I  enclose  $3.00  in  full  payment  for  "Investing  &  Speculating  With  CONVERTIBLES",  by  Sidney  Fried. 

I  understand  it  will  include  a  full,  current,  statistical  outline  of  about  900  Convertible  Bonds  and  Con- 
vertible Preferred  Stocks,  trading  in  today's  market,  presenting  necessary  data  to  evaluate  those  Convertibles, 
and  that  the  study  will  also  include  a  complete  breakdown  of  those  nearly  900  Convertibles  by  individual 
stock  Group. 

I  understand  that  if  I  am  in  any  way  displeased  with  this  study,  I  can  return  it  for  a  full  refund. 

Please  mail  "Investing  &  Speculating  With  CONVEBTIBLES".  by  Sidney  Fried,  immediately. 

(Please  Print) 

Name  Address    


City. 


State. 


Zip. 
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TECHNICIAN'S  PERSPECTIVE 

By  John  W.  Schulz 


After  The  Polls 


Now  that  the  election  results  are  in, 
how  will  the  stock  market  respond? 
The  answer,  I  think,  hinges  chiefly 
on  the  investment  motivations  that 
governed  the  price  trend  in  the 
months  prior  to  Nov.  5. 

There  can  be  little  doubt  that  the 
rising    tide    of    demand    behind    the 
August-October  advance  in  the  gen- 
eral level  of  stock  prices  was  powered 
to   some   extent   by    the    widespread 
assumption  that  Mr.   Nixon  was  vir- 
tually a  shoo-in.  Investors  apparently 
felt  that  a  complete  change  of  leader- 
ship would  generate  a  new  sense  of 
confidence    throughout    the    country 
and  so  would  tend  to  enhance  equity 
values.      Moreover,      investors     have 
usually  been  more  comfortable  under 
Republican    than    under    Democratic 
administrations    because    the    former 
profess  much  less  interest  in  regulat- 
ing private  enterprise  than  the  latter. 
But  it  is  probably  fair  to  say  that 
those  who  bought  common  stocks  in 
anticipation   of   a   Nixon   victory   did 
so  with  an  added  sense  of  reassurance 
that  they  had  little  to  lose  if  Hum- 
phrey won  instead,  either  in  Truman 
style  or  on  the  momentum  of  a  suc- 
cessful peace  offensive.  After  all,  in- 
vestors have  had  ample  time  to  learn 
how  to  live  with  the  Democrats  and, 
in  retrospect,  can  admit  that  the  ex- 
perience has  not  been  altogether  un- 
profitable. Besides,  it  seemed  a  prac- 
tical  certainty   that   Congress   would 
continue     to     dominate     Washington 
policy-making   for    at    least    the   next 
two  years,   much   as  it   has   done   in 
the  past  two.  So,  for  practical  invest- 
ment purposes,  the  immediate  polit- 
ical   background     does     not     include 
much  that  is  brand-new,  and  changes 
that  could  adversely  affect  investment 
values   are   unlikely   to   emerge   with 
disconcerting  speed. 

To  the  extent  that  the  August- 
October  rise  in  stock  prices  reflected 
political  expectancies,  the  election  re- 
sults now  probably  must  be  regarded 
as  having  been  largely  or  even  fully 
discounted  in  advance.  True,  there 
may  still  be  further  scope  for  a 
"peace  celebration";  but  apart  from 
this  factor,  the  forthcoming  change 
in  White  House  occupancy  probably 
ceased    to    be    a    strong    reason    for 

Mr.  Schulti  is  a  partner  In  the  New  York  Slock  E> 
change  firm  of  Wolf*  &  Co. 


buying  and  or  holding  stocks  well  be- 
fore the  election.  Indeed,  many  who 
saw  their  expectations  come  true, 
others  who  perceived  a  sense  of  dis- 
appointment or  frustration,  and  those 
who  had  the  inevitable  morning-after 
second  thoughts  could  be  counted  on 
to  follow  the  normal  speculator's 
inclination  to  take  profits  "on  the 
news."  So  it  should  be  neither  sur- 
prising nor  alarming  to  see  stock 
prices  fluctuate  more  erratically  than 
in    pre-election  months. 

However,  I  believe  it  would  be  a 
mistake  to  think  that  election  ex- 
pectancies were  the  prime  mover  be- 
hind the  August-October  stock  mar- 
ket advance.  As  I  see  it,  what  mainly 
impelled  investors  then  to  buy  large 
quantities  of  common  stock  at  rising 
prices  were,  initially,  a  dawning 
awareness  that  fears  of  "fiscal  over- 
kill," which  earlier  had  induced  wide- 
spread bearishness,  were  totally  un- 
warranted and,  subsequently,  the 
realization  that  the  economy  was  far 
stronger  during  the  third  quarter  than 
anyone  had  thought  possible. 

Favorable  Factors 

These  developments  inescapably 
led  to  almost  unanimous  upward  re- 
visions of  corporate  earnings  estimates, 
not  only  for  the  third  quarter  but 
also  for  the  fourth,  as  well  as  for 
the  first  half  of  1969.  On  the  new 
estimates  (I  suspect  they  will  be 
raised  still  further  during  the  months 
to  come)  the  Dow  was  probably 
nowhere  near  being  overpriced  at  its 
pre-election  high;  until  they  are 
clearly  overdiscounted,  I  fail  to  see 
why  stock  prices  should  be  vulnerable 
to  more  than  minor-trend  corrections 
(normally  up  to  3%-5%  DJI)  on  polit- 
ical or  other  more  or  less  emotional 
grounds.  (One  point  in  favor  of  this 
argument  is  the  possibility  that  1969 
corporate  earnings  will  not  only  be 
higher  than  until  recently  had  been 
expected  but  will  also  be  of  higher 
"quality"  because  they  will  be  re- 
ported after  record  noncash  charges 
for  depreciation.) 

A  further  vital  implication  of  the 
economy's  strong  performance  since 
midyear  is  that  federal  revenues  for 
fiscal  1968-69  are  likely  to  outstrip 
even  the  most  daring  expectations  of 
economists,     administration     officials, 


Congressional  legislators  and  inves- 
tors alike.  Consequently,  and  despite 
steadily  rising  expenditures,  it  now 
seems  a  near  certainty  that  the  fed- 
eral deficit  for  the  year  ending  next 
June  30  will  be  well  under  $5  billion, 
or  probably  little  more  than  0.5%  of 
the  gross  national  product.  With  the 
deficit  at  this  relatively  insignificant 
level,  the  new  Administration  may  see 
little  need  for  additional  restraint; 
instead,  it  may  soon  find  itself  more 
'concerned  about  keeping  an  exces- 
sively deflationary  budget  surplus 
from  developing,  especially  as  condi- 
tions now  favor  a  decline  in  defense 
spending  as  a  percentage  of  the  GNP. 
Such  prospects  could  scarcely  be  re- 
garded as  a  threat  to  equity  invest- 
ment values,  particularly  if  it  is  con- 
sidered that  the  growing  tide  of  fed- 
eral revenues  reflects,  for  the  most 
part,  a  similarly  swelling  stream  of 
taxable  incomes. 

Against  this  backdrop,  and  irre- 
spective of  the  election  results,  it  I 
strikes  me  as  reasonable  to  assume 
that  the  post-1966  bull  market  in 
common  stock  prices  has  not  yet  run 
its  full  course.  In  retrospect,  we  can 
now  see  that  this  bull  market  com- 
pleted a  first  major-uptrend  leg  dur- 
ing the  second  half  of  1967  and, 
after  a  lengthy  pause  for  intermedi- 
ate-trend consolidation  and  reaction, 
embarked  on  a  second  major-uptrend 
leg  last  Apr.  1.  So  far  as  I  can  tell  at 
press  time,  the  bulk  of  the  technical 
evidence  does  not  suggest  that  this 
second  major  uptrend  has  already 
terminated.  When  the  signs  of  a  top 
do  appear,  they  will  probably  fore- 
shadow an  intermediate  downtrend 
(normally  up  to  about  10%  in  the 
Dow)  that  could  eventually  set  the 
stage  for  a  third  major-uptrend  leg 
in  the  post-1966  bull  market;  but 
until  they  do,  the  likelihood  that  the 
second  leg  will  sooner  or  later  carry 
the  Dow  to  a  new  high  above  1000 
cannot  be  ruled  out. 

If  the  outcome  of  the  Presidential 
election  contest  is  unlikely  to  cool  off 
the  investment  climate  more  than 
briefly,  it  should  make  sense  to 
regard  any  postelection  phase  of 
price  irregularity  or  correction  in  the 
stock  market  as  a  potential  buying 
opportunity.  From  this  viewpoint,  I 
think  it  will  pay  to  bear  in  mind  that 
in  the  past  three  months  there  has 
been  a  distinct  swing  in  investment 
fashion  toward  major  industrial  blue 
chips  selling  at  below-average  multi- 
ples of  estimated  1968  and  possible 
1969  earnings  and  cash  flow  per 
share.  If,  as  seems  likely,  this  trend 
continues,  it  can  hardly  fail  to  ignore 
top-quality  steel  and  aluminum  pro- 
ducers forever.  ■ 
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TO  INTRODUCE  YOU  TO  UNITED  REPORTS 

Special  once  a-year  pre-publication  offer  of 

UNITED'S 
ANNUAL  FORECAST 

FOR  1969 

Sent  to  you  fresh  off  the  press  on  December  9th,  the  well-known  yearly 
projection  in  clear,  unhedged  language  of  what  United  predicts  for  the 
coming  year.  You  get  the  results  of  United's  experience  in  a  concise  and 
penetrating  analysis  of  these  16  vital  subjects: 


Stocks 

Earnings 

Autos 

Dividends 

Business  Volume 

Commodities 

Inflation 

Steel 

Bond  Prices 

Building 

Foreign  Trade 

Farm  Income 

Money  Rates 

Retail  Sales 

Labor 

Consumer  Spending 

PLUS   THE  RISK  AND  PROFIT  POTENTIAL  IN 

15  STOCKS  UNITED  SPECIALLY  FAVORS  FOR  PROFIT 
5  FAST-GROWTH  STOCKS  FOR  THE  SPECULATOR 
5  CONVERTIBLE  BONDS  FOR  GROWTH  AND  INCOME 

PLUS 
4  WEEKS  OF  UNITED  REPORTS 

Here's  just  part  of  what  you  get  with  your  Guest  Subscription 

United's  Buy,  Hold,  Sell  advice  ...  fact  and  figures  on 

•  64  Growth  Stocks  for  Long-Term  Gains  •  Market  Forecasts  and  Action  Recommendations 

•  21  Better-Grade  Stocks  for  Profit  •    12  Stocks  Most  Favored  by  Other  Services 

•  20  Speculations  for  the  Venturesome  •  Selling  Advices  of  Other  Services 

•  8  Stocks  with  Rising  Dividend  Patterns  •   Special  Appraisals  of  Groups  and  Industries 

•  7  9  Stocks  for  Above  Average  Yields  •   Penetrating  Analysis  of  Business  Conditions 

-week  subscription  to  United  Reports  alone  is  $6.  This  entire  package  only 

f   the   card   has   already   been    removed,    simply   drop    us    a    postcard   at   Dept.    FM66 
1AIL  POSTPAID  AIRMAIL  CARD  TODAY!  SEND  NO  MONEY  .   .   .    WE  WILL  BILL  YOU 

JNITED  Business  &  Investment  SERVICE 

HO     NEWBURY     STREET,     BOSTON,     MASSACHUSETTS     02116 
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Investors  Ask: 

HOW  CAN  I  IMPROVE 

MY  TIMING  IN  THE 

MARKET? 

COM-STAT... 

Computer  Stock  Timing 
and  Analysis  Technique  .  .  . 


was  designed  by  Spear  &  Staff  precisely  to 
help  you  solve  the  burning  question  "When 
to  buy  .  .  .  When  to  sell?" 

A  unique  combination  of  precision  computers 
plus  more  than  43  years  of  investment  serv- 
ice and  management  goes  to  work  for  you 
with  COM-STAT— for  the  entire  market,  for 
single  issues. 

In  almost  any  market  there  will  be  issues  that 
are  advancing:  which  will  emerge  ahead  of 
the  market  trend,  which  will  lag  behind? 

SEND  NOW  FOR  COM-STAT'S  $10  INTRO- 
DUCTORY TRIAL  PACKAGE  ...  and  see  at 
first  hand  how  this  remarkably  effective  serv- 
ice can  help  your  investment  program.  You 
will  receive:  (1)  The  latest  computer  ratings 
on  450  stocks  selected  from  a  field  of  over 
4,000  issues.  (2)  Ratings  comparing  BOTH  the 
fundamental  and  technical  factors  in  each  of 
these  stocks  in  the  current  market.  (3)  Full 
details  on  test  results  made  by  applying 
COM-STAT  Stock  Ratings  to  THREE  automatic 
buy-sell  plans.  (4)  COM-STAT'S  measurement 
of  today's  stock  market  with  advice  for  the 
period  ahead  .  .  .  including  its  Forecasting 
Lines,  closely  watched  to  help  determine  com- 
ing market  trends.  (5)  The  latest  COM-STAT 
Stock  Comments,  with  growth-channel  projec- 
tions on  carefully  selected  top-rated  issues. 
(6)  Specific  instructions  on  how  to  apply 
COM-STAT  to  growth,  income  or  speculative 
portfolios. 

COM-STAT  could  change  your  entire  ap- 
proach to  the  market.  Your  package  is  wait- 
ing ...  fill  out  the  coupon  below  and  we'll 
send  it  to  you  air  mail  .  .  . 


ii  division  of 

Spear  &  Staff,  Inc.  CFN15 
Babson  Park, 
Massachusetts    02157 

Yes,  here  is  my  S10  (refunded  in  full  if  I  am 
not  completely  satisfied,  and  fully  credited  if 
I  decide  to  become  a  member).  Send  me 
your  56  page  Introductory  Trial  Package  con- 
taining COMSTAT's  latest  findings  and  ad- 
vices   on    stocks    in    the    current    market. 

□  Check  here  to  receive  ALL  of  the  above 
as  a  BONUS  with  a  90-day  Guest  Member- 
ship at  $95  (or  $90  if  payment  is  enclosed). 


NAME. 


ADDRESS. 


CITY STATE. 


.ZIP. 


(For  new  readers  only— not  assignable  with- 
out   your    consent) 

□  Check  here  if  you  are  an  investor  with 
more  than  $15,000  in  the  market  and  would 
like  to  be  informed  about  the  Spear  Invest- 
ment    Management     Program.     No     obligation. 


THE  MARKET  OUTLOOK 

By  Sidney  B.  Lurie 


Stocks  With  A  Story 


As  I  have  noted  before,  stock  prices 
are  "made"  by  a  wide  variety  of 
forces,  most  being  subtle,  beneath-the- 
surface  factors  rather  than  the  ob- 
vious of  the  latest  headline.  The  rea- 
son I  raise  this  point  now  is  that  I 
suspect  a  little  too  much  emphasis  is 
being  placed  on  the  fact  that  consumer 
spending  has  been  at  an  effervescent 
rate,  that  housing  starts  have  been 
stronger  than  many  had  previously 
anticipated.  In  other  words,  having 
been  part  of  the  minority  who  this 
summer  felt  that  there  was  little  or 
no  risk  of  "overkill,"  I  now  believe  it 
may  be  unrealistic  to  think  in  terms 
of  "underkill,"  in  terms  of  growing  in- 
flationary pressures.  To  express  it  a 
little  differently,  just  as  there  was  an 
element  of  underanticipation  in  last 
summer's  popular  view  of  the  business 
outlook,  so  now  an  element  of  over- 
confidence  may  be  building  up.  I  still 
think  business  will  be  good  this  winter 
and  in  early  1969,  but  doubt  that  the 
year-to-year  improvement  will  be  as 
impressive  as  in  the  past  nine  months. 
It's  easy  to  overlook  the  fact  that 
wc  have  been  and  will  continue  to 
live  in  a  managed  economy,  that  our 
managers  are  intent  on  maintaining 
an  even  keel,  which  means  recurrent 
shifts  in  policy.  It  may  be  academic 
to  stress  the  fact  that  our  credit  base 
expanded  at  a  record  rate  in  the  sec- 
ond quarter  of  this  year.  The  more 
practical  consideration  revolves  around 
the  fact  that  the  growth  rate  of  the 
money  supply  slowed  perceptively  in 
the  last  quarter.  Mind  you,  I'm  not 
changing  my  view  that  an  historic 
peak  in  interest  rates  has  passed. 
Better-than-anticipated  tax  revenues, 
sharply  lower  Treasury  borrowings,  a 
decline  in  corporate  debt-financing 
needs — all  spell  lessened  pressures  on 
bond  prices.  But  if  the  deceleration  of 
monetary  expansion  continues,  it  could 
be  a  later  restraining  influence  on  total 
demand,  i.e.,  the  economy  as  a  whole. 

Selectivity  &  Volatility 

The  prospect  of  peace  in  Vietnam — 
which  I  think  is  better  today  than  at 
any  time  this  year — is  another  im- 
portant beneath-the-surface  influence 
on  stock  prices.  Peace  obviously  would 
in  time  remove  the  stresses  and  strains 

Mr.  Lurl.  is  a  partner  In  the  New  York  Stock 
Exchange  firm  of  Josaphthal  A  Co. 
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that  have  burdened  our  economy  in 
recent  years.  While  deferred  demand 
-hasn't  accumulated,  as  was  the  case 
during  World  War  II,  the  readjust- 
ment to  a  peacetime  economy  shoulc 
be  eased  by  two  factors:  a)  While 
military  spending  has  already  passec 
its  peak,  it  undoubtedly  will  remair 
at  comparatively  high  levels,  b)  Bear- 
ing in  mind  that  this  time  there  are 
no  wage  and  price  controls  to  be  re- 
moved, the  inflationary  pressures  may 
have  already  occurred.  Important  as 
peace  will  be,  however,  it  does  not 
necessarily  follow  that  the  nation  will 
enjoy  an  immediate  cut  in  tax  rates, 
a  consideration  that  will  be  built  into 
the  stock-price  evaluation. 

The  internal  supply-demand  equa- 
tion is  the  fourth  leg  that  supports 
the  stock-market  table.  Big  as  has  been 
the  growth  of  the  professional  invest- 
ment community  in  the  past  five  to 
ten  years,  there  is  little  question 
that  further  significant  expansion  in 
institutional  demand  lies  ahead.  And 
this  type  of  demand  spells  a  degree  of 
issue  selectivity  and  volatility  un- 
known to  an  older  generation  of  se- 
curity buyers.  Some  months  ago  I 
noted  that  there  have  been  three 
distinct  changes  in  investment  atti- 
tudes since  World  War  II,  and  each 
has  had  a  major  bearing  on  changes 
within  the  market  as  a  whole.  The 
fourth  such  subtle  change  started  in 
late  spring  with  the  emphasis  "away" 
from  high-technology  companies  as 
such  and  "into"  the  more  traditional 
areas  of  the  economy.  In  other  words, 
the  objective  is  the  same,  i.e.,  percent- 
age appreciation,  but  the  issue  em- 
phasis is  different. 

All  of  which  is  the  reason  why  I 
have  long  felt  that  it's  more  impor- 
tant to  be  "right"  about  stocks  than 
"right"  about  the  stock  market,  the 
reason  why  I  have  stressed  since  last 
June  the  change  in  character  within 
the  market  as  a  whole.  It's  not  that 
innovative  companies  are  permanently 
out  of  fashion.  But  the  very  fact  that 
some  of  the  better  technologically 
oriented  companies  are  interested  in 
theoretically  plebian  businesses  shows 
which  way  the  wind  is  blowing. 

I  see  persuasive  reasons  for  interest 
in  Otis  Elevator  (around  53,  paying 
$2),  and  not  just  because  1968  earn- 
ings may  be  around  $2.80  per  share 
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as  compared  with  $2.47  last  year.  The 
company  is  the  major  factor  in  the  do- 
mestic elevator  market — where  cur- 
rent demand  is  excellent  and  the  1969 
outlook  is  good.  Business  is  growing 
even  faster  in  Europe,  and  the  in- 
ternational market  in  recent  years  has 
contributed  about  one-third  of  the 
company's  total  earnings.  There  is  a 
"razor  blade"  aspect  to  the  company 
in  the  sense  that  the  greater  the  num- 
ber of  Oris  elevators  and  escalators  in 
use,  the  more  automatic  the  growth 
in  service  revenues.  With  the  prob- 
lems that  plagued  past  years'  results 
now  apparently  past  history,  I  believe 
the  1965  peak  profit  of  S3. 41  per 
share  will  eventually  be  exceeded 

Improved  Position 

Although  White  Motor's  1968  earn- 
ings may  be  below  the  S4.43  per- 
share  profit  of  1967,  I  believe  marked 
improvement  is  in  prospect  in  1969. 
The  company's  hum-equipment  divi- 
sion, which  contributed  about  259  oi 
sales  in  1967  and  whose  volume  this 
year  is  off  about  15rt,  should  enjoy 
I  better  year.  The  start-up  expenses 
that  will  result  in  the  newly  acquired 
Euclid  division  being  only  a  minor 
profits  contributor  this  year  should  be 
over  in  1969.  Volume  is  then  expected 
to  expand  sharply  as  a  result  of  grow- 
ing demand  for  heavy  earth-moving 
equipment.  The  truck  business  (which, 
with  parts  and  service,  contributes  the 
bulk  of  the  corporate  total)  is  excel- 
lent and  the  company  has  improved  its 
competitive  position.  Bearing  in  mind 
that  the  company  is  a  specialist  in  the 
fastest-growing  area  of  the  farm  tractor 
market,  it  seems  to  me  that  White 
(around  50,  paying  S2,  with  a  1968 
range  of  57-44)  is  an  interesting  long- 
term  commitment. 

The  fact  that  Atlanta,  Los  Angeles 
and  Washington,  D.C.  residents  will 
vote  on  proposals  to  create  new 
rapid  transit  systems,  that  New  Jersey 
residents  voted  on  a  bond  issue  for 
improving  commuter  railroads,  points 
lp  the  excellent  long-term  outlook  for 
the  car  builders  who  serve  this  mar- 
ket. And  General  Steel  Industries 
(around  31,  paving  $1.20)  is  a  major 
factor  in  the  field.  Due  to  the  surtax, 
a  strike  in  one  division,  a  change  in 
specifications  on  a  New  York  City 
transit  order  (whose  backlog  should 
carry  the  car-building  division  at  cur- 
rent capacity  into  next  summer),  1968 
earnings  may  be  about  S1.75  per 
share  as  compared  with  $1.41  in  1967. 
But  the  diversification  achieved  out- 
side the  car-building  business — the  ex- 
cellent demand  for  special  steel  cast- 
ings for  the  electric  power-generating 
industry — indicates  that  1969  could 
be  an  all-time  record.  ■ 


ARE  YOU  ACQUAINTED  WITH 

AMERICA'S 

FASTEST  GROWING 

COMPANIES? 

This  important  service  is  prepared  for  the  use  of  sophisticated  investors  and  institutions  who 
know  that  the  road  to  riches  is  not  by  guessing  the  trend  of  the  stock  market,  acting  on  nebulous 
suppositions  or  even  buying  stocks  which  are  moderately  good,  but  not  good  enough. 
It  includes  only  companies  with  an  outstanding  record  of  success  in  building  sales  and  profits 
and  prospect  fur  extraordinary  progress  in  the  future.  And  it  doesn't  stop  there.  Every  montli 
actual  progress  and  any  change  in  outlook  is  brought  to  your  attention  in  a  programmed  follow 
up  of  every  company  in   the  service. 

"America's  Fastest  Growing  Companies"  has  been  helping  thousands  of  investors  make  money 
since  its  inception  more  than  10  years  ago.  Just  how  good  it  has  been  is  reflected  in  its  performance. 
As  a  group,  market  value  of  all  the  stocks  listed  in  the  service  has  outperformed  the  Dow-Jones 
Industrial  Average  by  a  wide  margin.  Since  the  introduction  of  our  rating  system  in  1964, 
"A"  rated  AFGC  stocks  have  fared  even  better. 

While  this  record  may  not  be  duplicated  in  the  future,  we  nevertheless  regard  it  as  a  fair 
measure  of  the  effectiveness  of  our  techniques. 

AFGC  covers  a  wide  variety  of  expanding  companies,  suitable  for  either  the  aggressive  or  con- 
servative investor:  large  companies  moving  ahead  at  remarkable  rates  and  smaller,  relatively 
unknown  companies  capitalizing  on  technological  change  and  dynamic  markets. 
Test  AFGC  for  yourself.  An  annual  subscription  costs  only  $68  or,  if  you  prefer,  a  6-month 
subscription  is  available  for  $35  and  a  2-month  introductory  trial  is  $10.  Simply  fill  in  the 
order  form  below  and  send  it  to  us  today. 

JOHN  S.  HEROLD   INC.        35  Mason  Street,  Greenwich,  Conn.  06830 

Please  send  me  "America's  Fastest  Growing  Companies"   for  the  period   indicated: 
□  S68  for  one  year  D$35   for  6  months  Q  $10  for  2  months 

(new  subscribers  only) 
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Pioneer 
Fund 


formed  40  years  ago  for 

investors  who  hope  to  make 

their  money  grow  through 

participation  in  a  professionally 

managed  program  of  investments 

in  selected  stocks  and  bonds. 


'_  1928  — 

Write  for  free  information  about 

the  Fund  and  receive  a  copy  of 

the  prospectus  and  40th  Pioneer 

Fund  Annual  Report. 

FUND  RESEARCH  &  MANAGEMENT,  INC. 

60  State  Street,  Boston,  Mass.  02109 

Please  send  me  a  free  prospectus  and 
other  information  on  Pioneer  Fund. 


.  State  - 


-Zip- 


•~i 


MONEY 

GROWS  FASTER 

IN  MEXICO 

Contact  us,  without  obli- 
gation, for  complete  infor- 
mation on  investment 
opportunities  in  Mexico. 
Supervised  investment  ac- 
counts can  yield  secure 
monthly  income  as  high 
as  10.5%  net.  Also  offer 
unusual  possibilities  for 
capital  growth. 

The  Mexican  financial 
climate  is  good  for  your 
wealth. 

mexletter 

Investment  Counsel 
Hamburgo  165,  Mexico  6,  D.  F. 
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Telegr^owtli™ 


BABSON'S 

NEW  TELEGRAPHIC 

AGGRESSIVE  GROWTH 

PORTFOLIO  SERVICE 


TELEGROWTH  is  the  result  of  requests 
from  regular  Babson  clients  and  other  in- 
vestors who  have  expressed  a  desire  to 
speculate  "on  the  side"  with  a  portion  of 
their  funds  without  materially  disturbing 
their  basic,  long-range  investment  plans. 
As  its  name  implies,  TELEGROWTH  is  de- 
signed to  be  a  very  closely  supervised 
high-performance,  high-risk,  growth  port- 
folio service  with  buy  and  sell  advice 
flashed  to  clients  by  telegram. 

Briefly,  here  is  how  TELEGROWTH  works: 

1  Babson's  specially  appointed  Aggres- 
sive Investment  Committee  has  set  up  a 
master  model  TELEGROWTH  portfolio 
service  with  only  one  investment  objec- 
tive in  mind  —  substantial  capital  growth 
in  the  shortest  possible  time.  Securities 
selected  for  your  TELEGROWTH  portfolio, 
although  likely  to  be  speculative  in  nature, 
will  be  carefully  researched  and  actively 
supervised  in  an  all-out  effort  to  obtain 
maximum  performance. 

2  If  you  decide  to  subscribe  to  TELE- 
GROWTH, we  will  mail  you  YOUR 
MASTER  MODEL  TELEGROWTH  PORT- 
FOLIO as  it  stands  on  that  day,  along 
with  complete  instructions.  You  will  then 
build  your  own  TELEGROWTH  portfolio 
by  buying,  through  your  broker,  each  of 
the  recommended  TELEGROWTH  stocks 
in  proportion  to  the  total  capital  you  are 
willing  to  commit  to  such  a  venture. 

3,  In  striving  for  maximum  performance, 
Babson's  Aggressive  Investment  Commit- 
tee will  keep  your  master  model  TELE- 
GROWTH portfolio  under  continuous, 
close  supervision.  They  will  notify  all 
TELEGROWTH  clients  of  recommended 
new  purchases  and  sales  by  telegram. 

The  annual  fee  for  TELEGROWTH  is  $240. 

It  should  be  clearly  understood  that  we 
recommend  TELEGROWTH  only  to  inves- 
tors whose  personal  circumstances  and 
investment  outlook  permit  them  to  allo- 
cate a  portion  of  their  funds  to  a  frankly 
speculative,  but  diligently  supervised  ven- 
ture. If  you  are  among  this  group,  how- 
ever, we  feel  confident  that  you  would  do 
well  to  add  TELEGROWTH  as  a  specula- 
tive supplement  to  your  present  long- 
range  investment  program.  For  complete 
information  on  TELEGROWTH,  simply  mail 
this  coupon. 


^o^Twen5  me  comPle'e  details  on  TELE- 
p£?i  i  o  Babson's  new  Telegraphic  Growth 
Portfolio  Service.  Dept.    F-267 

Name 


Street  &  No. 
City 


-State 


BABSON'S  REPORTS 

Incorporated 

WELLESLEY  HILLS.  MASS.  02181 
FOUNDED  IN  1904  BY  ROGER  W.  BABSON 
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STOCK  TRENDS 

By  Myron  Simons 


The  Art  Of  Picking  Stocks 


An  astonishing  number  of  very  tal- 
ented people  have  spent  countless 
hours  trying  to  find  a  scientific  tech- 
nique for  picking  stocks  that  will  go 
up.  They've  tried  everything  from 
simple  line  charts  to  complex  higher 
mathematics,  from  astrology  to  com- 
puter analysis.  Yet  in  the  end  it's 
generally  acknowledged  that  security 
selection  is  an  art. 

To  describe  something  as  an  art 
is  usually  taken  to  mean  that  no  me- 
chanical methods  can  be  successful, 
that  intuition  and  sensitivity  are  vital. 
But  even  Beethoven  and  Stravinsky, 
Leonardo  and  Picasso,  for  all  their 
genius,  had  to  use  the  skills  and  ma- 
terials available  to  them  and  to  func- 
tion within  a  framework  of  relatively 
familiar  standards.  Just  so,  in  the  fi- 
nancial world,  such  wonderfully  crea- 
tive men  as  Ling,  Bluhdorn,  Charles 
Allen  and  Louis  Green  work  with  pre- 
vailing tools  and  concepts.  And  for 
those  of  us  who  are  not  touched  with 
genius,  it  can  be  very  profitable  to  de- 
fine those  standards,  to  know  what  we 
are  looking  for  in  security  selection. 

There  are  a  number  of  reasons  to 
own  a  stock:  income,  appreciation, 
protection  against  inflation.  But  the 
dominant  forces  in  today's  stock  mar- 
ket are  growth  and  performance. 

Performance  is  a  word  often  used 
to  describe  the  purchase  of  some  of 
the  more  wildly  moving  stocks.  How- 
ever, a  deeper  and  more  important 
meaning  is  that  one  should  be  sure 
at  all  times  that  his  investments  really 
give  him  the  chance  to  realize  his 
goals.  It  means  a  rather  rigid  dis- 
cipline; it  does  not  mean,  for  instance, 
sticking  to  the  old  guns,  to  traditional 
stocks  just  because  their  names  are 
famous,  or  to  past  selections  just  be- 
cause they  haven't  worked  out  well 
enough  to  sell.  Those  who  set  per- 
formance standards  have  taught  Wall 
Street  a  very  valuable  lesson:  Stock 
positions  should  be  reviewed  continu- 
ally, and  each  stock  should  be  the  best 
possible  selection  at  the  time. 

Growth,  at  first  view,  seems  a  simple 
concept,  indicating  a  company  whose 
per-share  earnings  will  outperform  the 
average.  The  faster  the  growth,  the 
more  valuable  is  the  stock  and  the 
higher  its  multiple  of  current  earnings. 

,.Au  !l!es,.,52Lun3nlst'   Mr-  slmons  ls  research  partner 
with  the  NYSE  firm  of  Hlrsch  &  Co. 


There  are  no  exact  rules  for  determin- 
ing price/earnings  multiples,  but  a 
rule-of- thumb  indication  might  be: 

Annual  Rate 
of  Growth  P/E  Multiple 

10%         18-22  times  earnings 

20%         28-32      " 

30%  40-50  " 
There  is  a  problem,  however.  Past 
growth  is  not  necessarily  a  guide  to 
future  growth.  A  forecast  must  be 
made  of  what  earnings  will  be  several 
years  in  the  future.  So,  for  periods  of 
a  year  or  less,  the  forecast  of  growth 
counts  even  more  than  the  actuality 
of  growth.  It  is  all-important  that  a 
company  is  generally  believed  to  be 
a  growth  company  or  in  a  growth 
field,  because  that  is  what  governs 
present  price/earnings  multiples. 

Three  Avenues  for  Growth 

An  attempt  to  achieve  capital  ap- 
preciation can  be  made  in  several 
ways.  One  is  to  discover  a  stock  whose 
earnings  are  growing  at  a  faster  rate 
than  its  price/earnings  multiple  gives  . 
it  credit  for.  When  the  stock  is  reap- 
praised and  its  price/earnings  multiple 
raised,  the  effects  of  a  higher  multiple 
of  increased  earnings  can  make  for 
dramatic  gains.  But  remember  that  a  i 
revaluation  is  necessary,  so  that  it  is 
essential  to  forecast  not  only  future 
earnings  but  also  the  cause  leading  to 
the  reappraisal — for  instance,  new 
products,  dramatic  quarter-to-quarter 
profits  increase,  etc. 

A  second  way  is  to  pick  a  turn- 
around situation,  a  stock  that  is 
given  a  relatively  low  evaluation  be- 
cause of  a  lackluster  past  performance. 
Perhaps  profits  have  frequently  been 
flat,  or  cyclical,  or  there  has  been  a 
disappointing  break  in  the  earnings 
progression  of  a  growth  company. 
Here,  the  object  is  to  forecast  a 
change,  a  break  out  of  a  cyclical  pat- 
tern, or  a  resumption  of  earnings 
growth.  Again,  that  change  must  be 
widely  recognized  by  others  before 
a  profit  can  be  made. 

A  third  way,  that  demanding  the 
most  intuition  of  all,  is  to  chart  new 
areas,  to  pick  new  companies  with 
new  products,  or  older  companies 
about  to  move  in  new  directions.  To 
choose  a  Syntex  or  Searle  before  the 
oral  contraceptive  was  well  known,  or 
an  IBM  when  the  computer  was  in 
its  relatively  early  stages,  can  be  high- 


FORBES,  NOVEMBER  15,  1968 


I 


Southern  California 
Edison  Company 

DIVIDENDS 


The  Board  of  Directors 
has  authorized  the  pay- 
ment of  the  following 
quarterly  dividends: 

CUMULATIVE  PREFERRED  STOCK: 
4.08%  SERIES 
Dividend  No.  75 
25y2  cents  per  share; 
4.24%  SERIES 
Dividend  No.  52 
26y2  cents  per  share; 
4.78%  SERIES 
Dividend  No.  44 
29%  cents  per  share; 
5.80%  SERIES 
Dividend  No.  8 
361 4  cents  per  share. 

The  above  dividends  are 
payable  November  30,  1968 
to  shareholders  of  record 
November  5.  Checks  will  be 
mailed  from  the  Company's 
office  in  Los  Angeles,  No- 
vember 29. 

Frentis  C.  Hale,  Treasurer 
October  17,  1968 


Since  1946 


Growth 
industry  ^ 
Shares, 
inc. 


A  MUTUAL  FUND 

INVESTING  IN 

GROWING  COMPANIES 


You  Buy  Direct 

GIS  has  no  salesmen . . . 
pays  no  commissions 

Prices:  Net  Asset  Value  per  share  plus 
3%  on  investments  under  $2000,  reduc- 
ing to  1%  on  $25,000  or  more. 


Mail  coupon  below  for  copy  of  prospectus. 


Growth  Industry  Shares, Inc.. Room  1018 
6  N.  Michigan  Ave.,  Chicago,  III.  60602 


Address 


City 


State  ZIP 


ly  profitable  and  very  creative.  There 
are  no  rules  available  for  doing  this — 
and  a  well-read,  thinking  non-Wall 
Streeter  is  apt  to  be  just  as  capable 
as  is  a  skilled  professional. 

It  is  the  almost  infinite  number  of 
factors  to  consider  that  makes  security 
selection  immune  to  mechanization. 
The  ability  to  forecast  now  ( when  one 
buys  a  stock)  not  only  what  will 
happen  in  the  future,  but  also  what 
the  outlook  will  be  at  that  time  in  the 
future  when  one  will  be  ready  to  sell, 
is  clearly  an  art. 

Curtiss-Wright  seems  to  be  a  turn- 
around potential.  Once  a  major  manu- 
facturer of  aircraft  engines,  it  was 
completely  beaten  out  when  the  jet- 
engine  age  began.  For  some  years 
Curtiss  accumulated  cash  at  the  ex- 
pense of  relatively  low  earnings.  Now 
it  appears  to  be  making  progressive 
moves.  A  subcontractor  for  many  aero- 
space and  aviation  components,  it  also 
manufactures  nuclear  controls,  instru- 
mentation and  equipment,  metallurgi- 
cal products,  flight-training  equipment 
and  textile  machinery.  Curtiss  has  ac- 
quired a  large  percentage  of  the  out- 
standing shares  of  Dorr  Oliver,  a  sup- 
plier of  a  wide  variety  of  equipment 
for  the  processing  industry  and  a 
factor  in  pollution  control.  Its  Ameri- 
can rights  to  the  Wankel  rotary  en- 
gine could  be  an  important  plus  factor 
should  the  engine  ever  develop  past 
the  testing  stages.  Earnings  per  share 
since  1965  have  increased  from  91 
cents  to  $1.56  in  1967.  For  the  current 
fiscal  year  I  am  estimating  about  $1.75. 

Data  Processing  Financial  &■  Gen- 
eral is  a  stock  in  a  relatively  new  in- 
dustry— that  of  leasing  computers  for 
less  rental  than  the  original  manufac- 
turer charges.  Basically,  this  is  done 
by  amortizing  the  equipment  at  a 
slower  rate  than  that  used  by  the  man- 
ufacturers under  the  assumption  that 
the  next  generation  of  computers  is 
some  time  oft  and  that,  even  then, 
residual  values  will  be  high.  With  a 
growth  rate  as  high  as  Data  Process- 
ing has  had,  it  must  continue  to  lease 
equipment  at  a  high  rate  and  to  ex- 
pand in  order  to  keep  progressing.  On 
May  31,  1968  it  had  $122  million 
worth  of  IBM  equipment  out  on  lease. 
Should  the  present  rate  of  develop- 
ment continue,  by  May  31,  1969  this 
figure  could  be  in  excess  of  $200  mil- 
lion. Furthermore,  the  acquisition- 
minded  management  has  expanded 
into  data  centers,  peripheral  equip- 
ment, computer  programming,  and 
even  commuter  airlines.  Naturally 
risks  are  high;  but  fully  diluted  earn- 
ings have  grown  from  $1.35  a  share 
in  fiscal  1967  to  $2.43  in  1968,  and 
1969  could  be  as  high  as  $5  if  all 
continues  well.  ■ 
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Guide 

to  Business  and 

Investment  Services 

The  only  comprehensive  reference  guidebook  to 
sources  of  business  and  investment  information 
,  , .  Nothing  like  it  available  from  ANY  other 
source  . . .  Just  published  in  October  , . .  and  it's 
yours  FREE  for  the  asking! 

At  Lastl  . . .  One  authoritative  book  to  which  to  turn  for 
general  and  specialized  sources  of  business  and  invest- 
ment information.  Over  360  different  leading  business  and 
investment  advisory  services  and  newsletters  analyzed, 
described,  priced  and  categorized  in  one  handy  reference 
volume.  The  Guide's  large  Alphabetical  and  Subject  In- 
dexes were  specially  designed  for  your  convenience  to 
enable  you  to  survey,  COMPARE  and  seek  out  the  best 
sources  of  investment  information  for  your  particular 
needs.  Cuts  reading  and  searching  time.  Cuts  purchasing 
costs.  Covers  every  conceivable  business  and  investment 
subject.  What  these  services  and  publications  are . . . Whal 
they  do  for  you  .  .  .  How  often  they  are  published  .  .  . 
What  they  cost . . .  Where  and  how  to  get  them  ...  All  the 
vital  facts  and  figures  right  at  your  fingertips.  A  MUST 
desk-side  companion  for  EVERY  investor!  and  it's  FREE! 

Which  of  these  subects  interest  you? 

Just  some  of  the  subjects  covered  by  investment  services  listed  in  thr 
Guide:  Active  Stocks  ■  Ayres  Theory  ■  Banking  Statistics  Interpreta- 
tion ■  Bonds  •  Business  Cycles  •  Canadian  Investments  •  Chart  Sen- 
Ices  ■  Commodities  ■  Computer  Investment  Services  •  Consensus  Serv- 
ices •  Contrary  Opinion  •  Convertible  Bonds  •  Currencies  ■  Cyclical 
Stocks  •  Decennial  Patterns  -  Depth  Studies  ■  Dividend  Estimating  - 
Divergence  Analysis  •  Dow  Theory  •  Earnings  Estimating  •  Educa- 
tional Courses  on  Investment  Techniques  ■  Elliot  Theory  •  Extractive 
Industries  •  Gold  •  Government  SecurlUes  •  Growth  Stocks  ■  Hedge 
Investments  ■  Insider  Reports  •  Insurance  Stocks  ■  International  In- 
vestments ■  Mergers  &  Acquisitions  ■  Mexican  Investments  ■  Mutual 
Funds  ■  New  Issues  •  Oil  Stocks  •  OTC  Stocks  •  Preferred  Stocks  • 
Price  Indexes  •  Price  Momentum  Analysis  ■  Price  Strength  Indicators 
■  Psychological  •  Puts  &  Calls  •  Real  Estate  •  Science  Stocks  •  Special 
Situations  ■  Stock  Demand  •  Stock  Breadth  ■  Supply-Demand  Analysis 
•  Swiss  Bank  Accounts  •  Tax  Services  •  Technical  Advices  ■  Techno- 
logical Stocks  •  Timing  •  Volume  Analysis  •  Warrants. 

How  to  tap  a  magnificent  flow  of  valuable  authoritative 
information  and  professional  ideas,  all  directly  from  ac- 
knowledged and  leading  experts  in  investment  areas  of 
your  own  choosing,  when  you  need  it  and  at  little  or  no 

cost! 

Did  you  know  that  you  can  obtain  trial  subscriptions  and  professional 
opinions  from  the  services  of  your  choice,  when  you  want  them  and 
at  little  or  no  coat,  under  a  special,  exclusive  arrangement  which  en- 
ables you  to  select  the  BEST  sources  of  business  and  Investment  infor- 
mation for  your  particular  investment  needs?  That's  right!  This  same 
EXCLUSIVE  Plan  enables  you  to  keep  better  informed  than  you  ever 
thought  was  possible.  First,  it  tells  you  how  to  seek  out  and  select  the 
RIGHT  sources  of  business  and  Investment  information  for  your  par- 
ticular needs.  Then  It  shows  you  how  to  obtain  trials  from  these 
sources,  all  DIRECTLY  from  the  leading  experts  of  your  own  choos- 
ing. It  shows  you  how  to  obtain  this  enormous  wealth  of  information 
and  Ideas  EXACTLY  when  you  want  ft,  at  little  or  no  costs,  and  with 
absolutely  NO  OBLIGATION.  A  special  feature  in  the  GUIDE  de- 
scribes this  completely  new,  unique  and  exclusive  Plan  designed  to 
minimize  your  time  and  risk  and  to  maximize  your  efficiency  In 
selecting  investment  services  that  specifically  suits  your  needs. 

There  is  no  other  book  available  now  that  contains  the 
unique  information  to  be  found  in  the  NEW  1968  GUIDE 
TO  BUSINESS  AND  INVESTMENT  SERVICES  and  its 
yours  free,  if  you  act  today! 


r„___ Send  for  your  copy  NOW!  ----- — - 

!  SELECT  INFORMATION  EXCHANGE 

•     Box  770-Wall  Street  Station.  Dept.  C-4 
|    New  York,  N.T.  10005 
!  Q  YES,  send  me  free  and  without  obligation 
z\       The  New  1968  Guide  to  Business  and  Invest- 
I       ment  Services. 


Name— 


J   Address— 
!  City 


-Zip- 


Important:  Make  certain  to  Include  Zip 


AGGRESSIVE 
INVESTMENT  ACCOUNTS 

managed  personally  by  our  Partner 

John  W.  Schulz 

minimum  $50,000  buying  power 

Wolfe  &  Co. 

Members  New  York  Stock  Exchange 
120  Broadway,  N.  Y.  10005 


iTfteMD 

6.  VALUE 
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T.ROWE  PRICE 
GROWTH  STOCK 
FUND,  IMC. 

I.  1950 

A  MO-LOAD  FUND 

Investing  in  stocks 

carefully  selected  for  long  term 

growth  possibilities 

Individuals  &  institutions 
are  invited  to  request  free  prospectus 

NO  SALES  CHARGE 

Self-Employed 

Retirement  Plan 

(Keogh  Act) 

Available 


T.  Rowe  Price  Growth  Stock  Fund,  Inc. 

One  Charles  Center,  Dept,  B 

Baltimore,  Md.  21201  Phone  (301)  539-1992 


.Zip. 


HIGH  LEVERAGE 
SPECULATION 

John  H.  Waldock 

Member  Chicago  Mercantile  Exchange 
and  Chicago  Board  of  Trade 

HAS   A   LIMITED   NUMBER   OF   OPENINGS   FOR 
PERSONALLY  CONTROLLED  ACCOUNTS. 

These  accounts  (minimum  $5,000)  will 
be  personally  directed  by  John  H. 
Waldock  in  the  trading  of  commodities 
with  major  emphasis  on  Pork  products. 

For  further  information,  contact 

J.  H.  WALDOCK 

165  E.  Washington  Row,  Sandusky,  Ohio  44870 
Phone  414/626-1978 


"Word  oi  Mouth" 

Mony  new  subscribers  come  to  us  that  woy  .  .  For 
a  non-peripatetic  approach  toward  capital  building, 
getting  better  income,  avail  yourself  of  these  pene- 
trating weekly  advisory  letters.  SPECIAL  OFFER: 
8  weeks'  trial,  just  $2.  Clip  this  ad.  Mail  today. 
(Full  refund  if  not  pleased.) 

THE   BUCK   INVESTMENT  LETTER 

P.   O.  Box  306  Danville,  California 


THE  FUNDS 


Convention  Time 

Last  month  mutual  fund  men  from 
all  over  the  U.S.  convened  in  the 
San  Francisco  Hilton  for  the  20th 
annual  international  mutual  fund 
dealers  conference.  Chinatown,  Fish- 
erman's Wharf  and  the  cable  cars 
competed  for  the  attention  of  the 
2,800  delegates  and  their  wives  who 
were  in  a  free-spending  mood — a 
mood  that  was  not  surprising  in  what 
will  certainly  be  the  best  year  in 
mutual  fund  history.  Forbes  reporter 
Walter  Rogers  covered  the  conven- 
tion. Highlights  of  his  report: 

"Where's  Manny?" 

Manuel  F.  Cohen,  chairman  of 
the  Securities  &  Exchange  Commis- 
sion, did  not  show  his  face  at  the 
convention,  but  his  presence  was  felt 
by  all.  "He  was  supposed  to  be  here 
but  cancelled  out,"  was  a  rumor  in 
the  corridors  of  the  San  Francisco 
Hilton.  Cohen  sent  instead  one  of  his 
chief  lieutenants — Solomon  Freed- 
man,  director  of  the  SEC's  division 
of  corporate  regulation,  who  delivered 
a  talk  that  skirted  the  subject  of 
this  year's  collision  between  the 
SEC  and  the  fund  industry  over  the 
SEC's  proposed  legislation.  Cohen's 
bill,  industry  sources  say,  would  have 
the  effect  of  cutting  the  incomes  of 
mutual  fund  salesmen  by  reducing  the 
ceiling  on  sales  charges  from  8/2%  to 
5%  and  by  eliminating  the  front-end 
loading  of  sales  charges  on  mutual 
fund  contractural  plans.  The  bill  pass- 
ed the  Senate  but  Congress  adjourned 
before  the  House  could  act  upon  it. 

Cohen  later  told  Forbes  that  he 
had  a  conflicting  invitation  to  a  Com- 
mon Market  symposium  in  Brussels. 
Cohen  has  had  a  long-time  interest 
in  advising  the  Common  Market 
countries  on  model  securities  legisla- 
tion which  they  are  in  the  process  of 
shaping.  "I  had  to  chicken  out,"  said 
Cohen  in  jest,  "but  I  ain't  afraid  of 
nobody." 

If  he  had  come,  he  might  not  have 
enjoyed  San  Francisco.  After  cocktails 
and  wine,  the  wife  of  one  delegate 
was  heard  to  say:  "I  hope  somebody 
puts  banana  peels  in  front  of  him." 
Someone  has:  Richard  Nixon  with  his 
famous  letter  to  Wall  Street  question- 
ing the  wisdom  of  recent  trends  in 
securities  regulation. 

The  mutual  fund  men  were  in  a 
good  mood  for  their  face-to-face 
confrontation  with  the  life  insurance 
industry,  which  is  gearing  up  to  un- 
leash 200.000  of  its  salesmen  into  the 


mutual  fund  industry.  It  was  time 
to  heal  the  wounds  that  had  devel- 
oped between  two  ends  of  financial 
planning  whose  combat  at  times 
had  assumed  a  ferocity  of  religious 
crusades.  Their  meetings  were  cordial, 
and  the  marketing  packages  that  will 
combine  insurance  and  equities  were 
already  in  evidence. 

Someone  estimated  that  500  in- 
surance company  representatives  at- 
tended the  conference.  Not  a  bad 
start.  But  the  days  when  each  indus- 
•try  was  locked  in  combat  for  what 
they  believed  was  the  same  dollar 
are  too  close  to  be  completely  for- 
gotten. There  were  smirks  on  the 
faces  of  some  mutual  fund  men  in  the 
audience  when  a  symposium  entitled 
"What  Fund  Salesmen  Should  Know 
About  Insurance"  proclaimed  the 
virtues  of  life  insurance  as  a  hedge 
against  deflation. 

Jarring   Note 

Marring  the  harmony  a  bit  was  the 
presence  of  G.  Scott  Reynolds,  author 
of  The  Mortality  Merchants  (David 
McKay  Company,  Inc.:  1968).  Rey- 
nolds and  his  wife  were  at  the  con- 
ference to  sell  the  book  that  attacks 
cash-value  life  insurance  and  con- 
sequently the  vast  cash  assets  of  the 
old-line  legal  reserve  insurance  com- 
panies. 

"Buy  term,"  says  Reynolds.  "Do  as 
you  please  with  the  difference — drink 
it,  smoke  it,  travel  with  it,  save  it  or 
invest  it.  Just  be  certain  that  you  do 
not  entangle  it  with  your  pure,  basic 
death  protection.  But  don't  buy  cash- 
value  life  insurance  which  gets  the  life 
insurance  company  out  of  the  in- 
surance business  and  puts  you  into  it." 

Reynolds  predicts  that  federal  con- 
trol over  life  insurance  selling  prac- 
tices is  coming.  "They're  going  to 
have  to  make  full  disclosure  on  the 
sale  of  life  insurance,"  he  says.  "The 
life  insurance  companies  are  going 
to  have  to  explain  to  people  the  alter- 
natives between  a  large  amount  of 
death  protection,  which  is  term  in- 
surance, and  a  smaller  amount  which 
costs  just  as  much,  called  cash-value 
life  insurance."  Reynolds'  prediction 
seems  to  have  greater  plausibility  now 
that  thousands  of  life  insurance  men 
aie  putting  themselves  under  the  strict 
regulatory  controls  of  the  investment 
industry. 

The  give  up  was  given  a  quick 
burial,  and  plans  were  already  being 
laid  at  the  conference  to  replace  the 
income  it  once  furnished  to  broker- 
dealers  who  sold  fund  shares.  The 
plan  is  that  these  same  broker-dealers 
will  join  regional  stock  exchanges  and 
execute  portfolio  trades  for  the  same 
mutual  funds  from  whom  they  once 
received  give-ups. 
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uppose  MoodyV'Handbook  of  Common 
Stocks"  helps  you  make  just  one  right 
nvestment  decision. 


ince  it  costs  only  $12, 
on't  you  have  gotten  back 

lany  times  its  price? 


■ 


et  Moody's  Handbook  is  likely  to  help  you  make,  not  just  one, 
it  many  sound  investment  decisions. 


ictically  every  stock  listed  on  the  New  York  Stock  Ex- 
inge  is  covered.  As  well  as  practically  every  stock  on 
» American  Exchange.  Plus  125  of  the  most  important 
listed  stocks.  A  total  of  2214  stocks. 

■nty  of  facts  are  given  about  each  stock: 


Nature  of  Business 
Ticker  Symbol 
Revenues 
Working  Capital 
Senior  Capital 
Number  of  Shares 
Interim  Earnings 
Price-Earnings  Ratio 


Dividend  Payments 

Period 

Record  Date 

Payment  Date 

Last  Amount 
Average  Yield 
Price  Range  (Recent) 
Price  Range  (10  years) 


Years  Cash  Dividends  Consecutively  Paid 
Earnings  per  Share  for  Past  3  Years 
Dividends  per  Share  for  Past  3  Years 
Number  of  Institutions  Owning  Stock 
Number  of  Shares  Institutions  Own 

r  1000  stocks,  the  data  goes  back  — in  each  category— 
eleven  years.  Additional  categories  are  covered  in- 
ding:  Cash  Flow,  Net  Income,  Operating  Profit  Mar- 
ly and  Dividend  Payout.  Moody's  Handbook  also  tells 
jut  each  company's  Background,  Recent  Developments 
i  Prospects,  besides  commenting  on  the  company's 
ality  and  potential  (High  Grade,  Speculative,  etc.). 

e  1000  widely  held  stocks  are  individually  charted. 

ghs  and  lows  are  shown  month-by-month  for  many 

irs— in  most  cases  for  16  years.  For  each  year  the  earn- 

?s  and  dividends  per  share  are  shown  on  the  chart,  so 

it  their  relationships  to  changes  in  price  can  be  imme- 

itely  seen. 

/o  indexes  are  also  plotted  on  each  chart.  One  is  Moody's 

iustrial  Average.  The  other  the  industry  group  aver- 

e. 

>ody's  Averages  (Industrials,  Railroads,  Utilities)  are 

o  separately  plotted  against  earnings  and  dividends 

)m  1929  on. 

id  monthly  highs  and  lows  for  the  Dow-Jones  Indus- 

als  are  separately  charted  from  1929  on. 
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Terms  are  defined.  And  what  can  be  told  from  the  statis- 
tical tables  is  described.  Factors  peculiar  to  certain  in- 
dustries (such  as  railroads,  airlines,  utilities,  invest- 
ment companies  and  insurance  companies)  are  explained. 

Think  of  yourself  with  Moody's  Handbook  right  on  hand 
—able  to  get  the  facts  you're  most  likely  to  want  when 
you  want  them.  Won't  you  be  likely  to  choose  stocks  more 
wisely? 

Isn't  it  likely,  at  the  very  least,  that  Moody's  Handbook 
will  save  you  — or  help  you  make— many  times  its  $12 
price  ? 

You  need  send  no  money.  Moody's  will  be  glad  to  send  you 
the  Handbook  to  look  over.  If  you're  not  satisfied,  you 
may  return  it  within  10  days  without  cost  or  obligation. 

Why  delay?  Every  day  you  don't  own  Moody's  Handbook 
could  cost  you  money. 

Mail  the  coupon  now. 

~"  15  5^68      I 


IHJ  MOODY'S  INVESTORS  SERVICE,  INC. 
99  Church  Street,  Npw  York,  N.  Y.  10007 

Please  send  me  Moody's  Handbook  of  Common  Stocks  con- 
taining vital  facts  on  2214  stocks. 

□  Bill  me  $12  plus  a  nominal  amount  for  postage  and  han- 
dling. If  not  completely  satisfied,  I  will  return  the  book  within 
10  days  without  cost  or  obligation. 

□  I  want  to  save  postage  and  handling  cost.  Check  for  $12 
is  enclosed.  If  I  am  not  completely  satisfied,  I  will  return  the 
book  within  10  days,  and  Moody's  will  promptly  refund  $12 
to  me. 


Name  (printed) 


Address 


City 


State 


Zip  Code 
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CAN  YOU  LEARN  TO 

STAND  ASIDE 
FROM  THE  MARKET? 


A  well-ordered  plan  of  investment  will  often 
help  you  to  avoid  involvement  in  the  market 
at  the  wrong  time. 

Such  a  plan  Is  carefully  described  in  "A 
Positive    Investment    Program    For   Today". 

SPECIAL  OFFER:  Receive  our  Positive  Invest- 
ment Program  —  plus  a  5-week  trial  subscrip- 
tion to  Investors  Research  Reports.  These 
reports  analyze  price  trends  of  over  600  lead- 
ing stocks  and  provide  other  information 
which  you  may  find  invaluable.  All  you  send 
us  is  $1  — but  act  now! 


INVESTORS  RESEARCH  COMPANY 


Dept.  F-15,  924  Laguna  Street 
Santa  Barbara.  California  93102 

For  $1  please  air  mail  my  trial 
subscription  plus  your  Positive 
Investment  Program. 


Name. 


Address. 
City 


-  State- 


.  zip- 


Can  professional 
management  help 

make  your 
$5,000  to  $50,000 

portfolio  grow 
as  fast  as  you  want? 


Whether  you  are  investing  in  common  stocks 
for  retirement  income,  children's  education 
or  freedom  from  financial  worry,  you  want 
your  money  to  grow  as  rapidly  as  possible. 
Yet,  perhaps  for  reasons  beyond  your  con- 
trol, you  may  find  your  capital  is  not  build- 
ing up  as  fast  as  you  expect  it  to. 

To  help  solve  this  very  problem,  investors 
in  more  than  55  countries  use  The  Danforth 
Associates  Investment  Management  Plan. 
The  professional  supervision  it  offers  can, 
we  believe,  work  to  balance  the  risks  of 
common  stock  investments  and  help  you 
better  achieve  your  capital  growth  goals. 

Find  out  how  you  may  begin  benefiting 
from  this  tested  plan  with  as  little  as  $5,000 
in  cash  or  securities.  For  a  free  copy  of  our 
42-page  descriptive  booklet,  including  a 
complete  10-year  "performance  record," 
simply  write  Dept.  c-69 

the  Danforth  Associates 
Wellesley  hills,  Mass.,  u.s.a.  oai8x 

Investment  Management  .  Incorporated  1936 
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To  attract  these  broker-dealers,  the 
Boston  and  Philadelphia  exchanges 
recently  doubled  the  number  of  their 
seats,  which  also  had  the  effect  of 
halving  the  price  of  the  seats.  Repre- 
sentatives of  both  exchanges  were 
in  San  Francisco  making  closed-door 
presentations  to  dealers.  The  chief 
obstacle  facing  these  dealers,  how- 
ever, is  not  the  exchange  seat  but  the 
knowhow  necessary  for  big  block 
trades.  At  the  present  time  none  of 
these  dealers  has  such  knowhow, 
and  as  one  fund  man  said,  "It's  going* 
to  be  a  roughie  getting  it." 

Sweetness  and  Light 

The  formal  addresses  at  the  con- 
vention left  some  industry  men  dis- 
appointed. One  Kansas  City  stock 
salesman  said:  "They're  afraid  to  say 
what's  really  on  their  minds."  Bernie 
Cornfeld,  of  the  exiled  Investors 
Overseas  Services — who  many  say 
has  nothing  to  lose — criticized  the 
SEC  in  a  roundabout  way  (see  p. 
96).  But  nearly  everything  else  was 
sweetness  and  light. 

No-Load  Sales  Force 

A  no-load  fund  offers  no  sales  com- 
mission. It  therefore  has  no  salesmen. 
But  this  year,  that  truth  became  no 
longer  true.  The  $39-million  Drexel 
Equity  Fund,  a  no-load,  has  just  en- 
tered a  deal  that  will  give  it  the 
person-to-person  sales  effort  of  thou- 
sands of  salesmen. 

The  man  responsible  for  changing 
the  prospects  of  Drexel  Equity  is  Ted 
Symcox,  president  of  American  Sav- 
ings Plans,  Inc.,  a  wholly  owned  sub- 
sidiary of  Constitutional  Life  Insur- 
ance Co.,  Chicago.  Symcox  sells  mixed 
equity  and  insurance  packages. 

By  offering  employers  and  employ- 
ees in  small  companies  a  weekly  sav- 
ings plan  that  splits  a  payroll  contribu- 
tion between  Drexel  Equity  Fund  and 
an  endowment  life  insurance  policy, 
Symcox  can  pay  his  salesmen  from  the 
sales  charge  on  the  insurance  policy 
alone — an  amount  that  often  ap- 
proaches 908  of  the  first  year's  pre- 
mium. 

At  the  same  time,  Symcox  can  offer 
the  bargain — and  the  good  publicity 
— of  a  no-load  fund.  As  for  Drexel 
Equity,  the  small  weekly  contributions 
will  make  for  high  initial  administra- 
tive costs.  But  Drexel  Equity  Vice 
President  G.  Richmond  McFarland  Jr. 
figures  it  will  still  be  worth  the  effort. 
"A  no-load  fund's  best  salesmen  are 
its  shareholders,"  he  says,  "and  this 
will  give  us  plenty  of  exposure."  The 
way  Symcox  looks  at  it,  these  share- 
holders will  In-  selling  his  insurance, 
too.  ■ 


WHICH  MUTUAL 

FUHDSWERE 

OUTSTANDING?? 

...for  the  past  12  months 
...for  the  1st  nine  months  of  '68 

FundScope,  the  national  monthly  mutual  fund  maga- 
zine in  its  November  issue  takes  a  cold  hard  look  at : 
performance  records  for  the  past  9  and  12  months 
(ended  9/30)  and  comes  up  with  some  startling  i 
data.  This  issue  will  be  especially  shocking  to  the  i 
many  uninformed  mutual  fund  investors  who  have 
been  led  to  believe  that  all  GO-GO  Funds  always  turn 
in  superior  results.  Of  all  mutual  funds  ranked  by 
FundScope  the  bottom  fund  (worst  performer)  was 
a  very  highly  publicized  Go-Go  fund. 

INTERESTED  IN  GROWTH??? 

During  the  past  12  months  mutual  funds  on  average 
gained  an  impressive  15.4%,  while  the  Dow  Jones1 
Industrial  Average  was  up  a  modest  4.2%.  HOW-' 
EVER,  36  FUNDS  POSTED  GAINS  OF  OVER  25%  ..1 
WITH  3  FUNDS  OVER  100%  INCLUDING  THE  TOP 
FUND  WITH  A  175%  GAIN. 

FUNDSCOPE  NAMES  ALL  THESE  FUNDS  IN  ACTUAL 
ORDER  OF  PERFORMANCE.  At  a  glance  you  can  pick 
out  the  TOP  25  and  BETTER-THAN-AVERAGE  per- 
formers. See  exactly  how  the  fund  you  are  inter- 1 
ested  in  compares  with  others... and  with  the' 
averages.  (Calculations  adjusted  for  distributions.).] 

In  addition,  the  November  FundScope  presents' 
new  and  exclusive  data  on  EXPENSE  RATIOS.  Every- 1 
one  knows  it  costs  money  to  operate  a  mutual  fund,! 
but  FundScope  examines  operating  costs  from  thr 
viewpoint  of  "getting  your  money's  worth "  In 
descending  order  you'll  see  exactly  the  relationship 
between  operating  expenses  and  (1)  ASSETS  and  (2) 
INCOME.  You'll  also  see  the  relationship  with  Per-j 
formance  Results  for  Capital  Appreciation,  Income  i 
and  Stability  for  various  market  periods. 

If  your  goal  is  successful  performance  from 
mutual  funds,  let  FundScope  provide  you  with  the' 
facts.  NO  OTHER  PUBLICATION  IS  LIKE  FUNDSCOPE. 
IT  PRESENTS  INFORMATION  NOT  AVAILABLE  ANY- 
WHERE  ELSE  -  AT  ANY  PRICE.  Before  you  make  any 
important  decisions  regarding  mutual  funds,  you; 
owe  it  to  yourself  to  see  why  each  month  ovei 
20,000  investors,  brokers  and  money  managers 
from  every  state  and  48  foreign  nations  read  Fund- 
Scope.  This  new  mutual  fund  bible  helps  point  the 
way  toward  more  intelligent  investing.  Now  in  its 
11th  year,  FUNDSCOPE  REGULARLY  COVERS  WELl 
OVER  300  MUTUAL  FUNDS.  THIS  IS  BY  FAR  THI 
MOST  COMPREHENSIVE  REGULAR  COVERAGE  AVAIL 
ABLE  TO  THE  PUBLIC.  Whether  you  want  to  sei 
exactly  how  your  fund  performed  as  compared  witl 
others,  or  you  want  more  facts  before  you  conside: 
buying,  selling  or  switching  any  funds,  or  to  sei 
which  funds  have  Keogh  Investment  Plans,  you'l 
find  exclusive  unbiased  material  in  FundScope. 

SPECIAL  OFFER  (new  trial  subscribers  only):  Senc 
just  $12  and  receive  a  3-month  subscription  t( 
FundScope  beginning  with  the  dynamic  Novembe 
issue.  In  addition,  you'll  receive  the  exclusivi 
December  issue  which  rates  mutual  funds  by  invest 
ment  objective  and  the  January  "Are  No-Load  Fund 
A  Bargain?"  issue  which  lets  you  see  for  yoursel 
how  No-Load  Funds  compare  in  performance  witi 
Load  Funds,  plus  2  BIG  BONUSES 

1.  The  annual  "1968  MUTUAL  FUND  GUIDE"  wit 
260  pages  of  vital  data  on  more  than  300  funds 
including  their  addresses. 

2.  COMBINING  MUTUAL  FUNDS  &  LIFE  INSURANC 
FOR  FINANCIAL  SECURITY.  A  special  reprint  th? 
tells  what  is  behind  these  combination  package 
that  are  becoming  increasingly  popular. 

ACT  NOW:  Mail  your  $12  today,  or  if  you  prefer  th 
above  offer  with  a  full  14-month  subscription,  sen 
$39.00  (10-day  returnable  guarantee).  Include  ZIF 

FundScope,  Dept.  F-88,  Gateway  East 
Century  City.  Los  Aneeles.  Calif.  90067 
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READERS  SAY 


Continued  from  page  20) 

lying   the   Averages 

>ir:  After  reading  about  the  "'Average 

rbes  Reader"    (Oct.   15,  p.   94.    "One 

of  24  is  a  millionaire"),  I  almost  feel 

though    I    owe    you    an    apology    for 

wring  your  average.  But  then  I'm  the 

d  of  guy  that  helps  to  make  averages 

all  types.  I  have  never  wanted  to  be 

"average    individual."   but   it   would 

be  so  bad  to  be  an  Average  Forbes 

ider.    Here's   to   the   day   when   I   can 

d    in   peace    knowing   I'm    helping   to 

Id  your  average. 

— Jimmie  D.  Walker 
Hinesville,  Ga. 

ided  Indeed! 

>m:   Your  article    "Loaded  Laggards" 
3RBE.S.  Sept.  I  )    suggests  an  interest- 
investment  approach.  We  have  tested 
jcted  investment  strategies  utilizing  the 
■puter  and   figures   for  900  publicly- 
d  iiulustri.il  st<>cU  over  a  19-year  peri- 
l  1948-67  ).  One  ot  the  strategies  tested 
olved  the  investment  of  equal  sums  of 
He)    in  all  stocks  in  which  the  book 
ue  exceeded  the  market  value.  These 
actions  outperformed   the  Standard  & 
>r's  index   oj    425   industrial   stocks  by 
average  ot   70V   each   year. 
)ur    "loaded   laggards"  appreciated   by 
r  year.  The  average  increase  for 
S&P   125  stink  index  was  about  1- 
year  and  the  average  yearly  percent- 
increase   for   the  entire  list  was    17'/. 
ere  were  onl>   six  years  out  of  the  19 
which  this  group  did  not  outperform 

S&P    stock    index. 

— Robert   J. A.    [rwtn   Jr. 
Vice  [resident, 

Marine  Midland  Banks.  Inc. 
New   York.  N.Y. 

Sir:  In  "Loaded  Laggards"  you  tail  to 

any    major   stockholding    in    Koppers 

Apparently  you  fellows  never  heard 

tin     Mellon    family.    Don't    they   own 

of  koppers'  stock':* 

— Ronald  Rolfe 
New  York.  N.Y. 

Uada  Rolfe  is  right — Ed. 

ro  Item 

'iR:'  Re.  the  Oct.  15  issue  concerning 
president  of  the  Santa  Fe  Railway, 
i  S.  Reed.  You  could  have  included 
fw  more  words  to  the  effect  that  he 
•;  five  years  out  to  serve  his  country 
an  officer  in  the  U.S.  Navy.  Among 
er  things,  he  was  Chief  Engineer  and 
a  Executive  Officer  of  a  destroyer  of 
ich  I  was  fortunate  enough  to  have 
unand.  He  served  with  great  distinc- 
i  and  was  decorated  for  heroism  un- 
fire.  The  U.S.  Navy  lost  one  of  her 
st  officers  when  John  returned  to  the 
ta  Fe. 

— Ray  R.  Conner 

Rear  Admiral,  USN   (Ret), 

Santa  Barbara,   Calif. 

(Continued  on  page  134) 
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Two  mutual  funds  not  for  the  conservative  investor 

Eaton  &  Howard  Growth  Fund 

invests  inalimited  number  of  quality  growth  stocks. 

Eaton  &  Howard  Special  Fund 

invests  in  both  seasoned  and  new  enterprises  where  significant 
changes  appear  to  be  taking  place. 

These  two  Eaton  &  Howard  funds  offer  the  prospect  of  greater-than- 
average  growth . .  .and  risk.  Would  you  like  a  prospectus  and  our  latest 
quarterly  report?  Ask  your  investment  dealer  or  mail  us  the  coupon. 


Please  send  prospectus  and  latest  quarterly  report  on 
(     )  GROWTH  FUND  (     )  SPECIAL  FUND: 

Eaton  &  Howard,  24  Federal  Street,  Boston,  Mass.  02110  Dept.  F-15 


Name 


Street 


City 


State 


Zip 


Phone 


PACESETTERS 


Adults  employed  as  Professional  or  Managerial 

Forbes  55.8% 

Fortune  47.6% 

Business  Week  40.4% 

Forbes  has  the  highest  concentration  of  Pro- 
fessional or  Managerials  found  in  the  1968 
Simmons  Study  of  the  audiences  of  57  publi- 
cations. 


MARKET  TIMING  and 
STOCK  SELECTION 

by  POINT  and  FIGURE  technique 

This  method  of  market  analysis  builds 
your  independent  judgment  in  helping  to 
select  the  right  stocks  at  the  right  time. 
Widely  used  by  professional  traders  and 
investors  in  their  market  operations. 

FREE  ON   REQUEST 

Literature  on  Figure  Charts  of  Stocks  and 
Commodities  ...  a  daily  or  weekly  price 
change  service  .  .  .  and  instruction  mate- 
rial. All  will  be  sent  free  on  request.  Just 
write  for  Portfolio  F-102. 

MORGAN,  ROGERS  &  ROBERTS,  Inc. 
150  Broadway  •  New  York  38,  N.  Y. 


EASIER  WAY  TO  TRADE  FOR  BIGGER 

COMMODITY 
PROFITS 

Once-a-week  instructions  to  your  broker  take  care 
of  all  trading  details.  Our  weekly  letter  tells  you 
where  to  buy,  sell,  take  profits  or  place  stops. 
Learn  how  to  increase  capital  and  income  in  these 
fast  moving  markets  that  enable  your  funds  to 
work  10  times  as  hard  as  in  common  stocks.  Send 
for  free  booklet  and  recent  trading  bulletin  today. 


MANAGED  ACCOUNTS 
Personal  management  under  limited  power  of 
attorney  is  available  for  accounts,  trading  In 
commodity  futures.  The  solicitation  of  clients 
is  made  only  through  the  offering  circular, 
copies  of  which  may  be  obtained  from  the 
undersigned  except  in  those  states  wherein 
the  undersigned  is  not  legally  qualified. 


COMMODITY  FUTURES  FORECAST 

90  W.  B'way,  New  York  7,  BA  7-6484 , 
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MANAGEMENT 


YOU 

CAN  NOW  GET 
COMPUTER- 
BASED 
SUPERVISION 
FOR  YOUR 
PORTFOLIO 

of  $10,000  or  more. 
Spear  &  Staff  has  developed  a 
practical  way  for  your  portfolio  to 
be  put  under  professional  super- 
vision. Serving  clients  in  all  50 
states  and  in  45  foreign  countries, 
we  employ  the  skills  of  our  invest- 
ment specialists,  expert  research 
and  modern  electronic  computers 
to  analyze  facts  and  help  make 
timely  decisions. 

Our  Decision  Management  Plan 
has  proved  particularly  helpful  in 
achieving  capital  growth  for  inves- 
tors with  capital  ranging  from 
$10,000  upwards  —  men  and 
women  who  appreciate  the  risks 
and  seek  the  rewards  of  a  profes- 
sionally-managed common- 
stock  portfolio. 

To  learn  more  about 
how  Decision  Man- 
agement can  help    / 
you,  let  me  send      j 
you  the  32-page      ■ ^ 
fact-filled  compli-  <^S 
mentary  booklet      iv"- 
"Declare  Your 
Own  Dividends." 


^2=^^_\ 


SPEAR 
&STAFFINC 

Dept.  MFN15 

Investment  Management  Division, 
Babson  Park,  Mass.  02157 


Yes,  I  am  interested  in  Roger  E.  Spear's 
DECISION  MANAGEMENT  PLAN  for 
accounts  of  $10,000  or  more.  Mail  me 
at  once,  without  cost  or  obligation, 
your  complimentary  32-page  booklet 
"DECLARE  YOUR  OWN  DIVIDENDS." 
Confidentially,  my  account  would 
amount  to  about  $ 


Name_ 
Street. 
City 


.State. 


-Zip. 


Highways,  Railways,   Airways  (Cont'd) 

Sir:  Regarding  your  Oct.  1  article  on 
transportation,  the  position  of  the  petro- 
leum industry  on  special  motorist  taxes  is 
quite  simple:  they  should  be  used  ex- 
clusively for  highway  purposes.  We  don't 
oppose  other  kinds  of  transportation — 
we  say  only  that  they  shouldn't  be  sub- 
sidized by  highway  users. 

— Fhank  N.  Ikard 

President, 

American  Petroleum  Institute 

New  York,  N.Y. 

Sir:  I  am  interested  in  the  article 
stating  that  the  Cleveland  rapid-transit 
system  does  work.  The  system  has  not 
gone  into  operation  as  yet  and  will  not 
go  into  operation  until  the  latter  part  of 
November.  — Sidney   D.   Josephs 

Cleveland.  Ohio 

Sir:  I  have  read  with  dismay  your 
transportation  article  in  the  Oct.  1  issue. 
The  majority  of  articles  written  about 
transportation  today  are  centered  around 
traffic  congestion  in  one  of  our  five 
largest  cities  and  conclude  that  the  only 
solution  to  the  transportation  problem  is 
the  construction  of  rail  mass-transit  lines. 
This  conclusion  is  a  fallacy.  I  can  think 
of  nothing  which  will  paralyze  a  city 
more  than  a  strike  by  the  employees  of 
a  public  transportation  system  on  which 
such  great  emphasis  has  been  placed  to 
transport  its  people  at  the  expense  of  al- 
ternate modes  of  travel.  The  wisdom  of 
spending  billions  of  dollars  for  a  rail 
rapid-transit  system  is  questionable  in 
view  of  its  projected  limited  patronage 
and  the  present  pressing  need  for  funds 
for  education,  law  enforcement,  fire  de- 
partments, rehabilitation  of  slums,  etc. 
— H.  Hudson  Myers  Jr. 
Partner, 
Whitman,  Requardt  &  Associates 
Baltimore.  Md. 

Empty  Threat? 

Sir:  Your  Oct.  15  article  on  the  pend- 
ing change  in  the  commission  schedule 
quotes  New  York  Stock  Exchange  Presi- 
dent Robert  Haack  as  saying  that  the 
Justice  Department's  concept  of  negoti- 
ated commissions  would  bring  "chaos"  to 
the  financial  and  business  community. 
He  is  correct  and  that  is  exactly  why 
people  in  this  industry  should  not  fear 
the  Justice  Department.  It  may  be  that 
antitrust  theoreticians  can  make  a  good 
case  for  negotiated  commissions,  but  one 
must  not  forget  that  the  Securities  cV  Ex- 
change Commission  carries  responsibility 
for  the  maintenance  of  fair  and  orderly- 
securities  markets  in  this  country.  For 
anyone  to  think  that  the  Justice  Depart- 
ment can  implement  a  policy  which  con- 
tradicts the  obligations  of  the  SEC  is 
totally  unrealistic  in  my  opinion.  All  the 
talk  about  the  Justice  Department  and 
negotiated  commissions  has  been  nothing 
more  than  a  "bogeyman"  employed  to 
pressure  the  NYSE  membership  into  a 
change  in   its  commission  schedule. 

— John  Westercaahd 

President. 

Equit)    Research  Associates,  Inc. 

New  York,  N.Y. 


SOUTHERN 

NATURAL  GAS 

COMPANY 

Birmingham,  Alabama 

Common  Stock  Dividend  No.  119 

A  regular  quarterly  dividend  of  35 
cents  per  share  has  been  declared 
on  the  Common  Stock  of  Southern 
Natural  Gas  Company,  payable 
December  13, 1968  to  stockholders 
of  record  at  the  close  of  busi- 
ness on  November  29, 1 968. 


PETER  C.  SMITH 

Vice  President  and  Secretary 

Dated:  October  25, 1968 


§ 


QUARTERLY  DIVIDENDS  SINCE  193$ 

NATIONAL 
DISTILLERS 
CHEMICAL 
CORPORATION 

DIVIDEND  NOTICE 

The  Board  of  Directors  has  declared  a 
quarterly  dividend  of  450  per  share  on 
the  outstanding  Common  Stock,  pay- 
able on  December  2,  1968,  to  stock- 
holders of  record  on  November  12, 1968. 
The  transfer  books  will  not  close. 
October  24,  1968. 
RAMSEY  E.  JOSLIN,  Treasurer 


DIVISIONS:  NATIONAL  DISTILLERS  PROOUCTS  CO. 
U.S.  INDUSTRIAL  CHEMICALS  CO. 
BRIDGEPORT  BRASS  CO.  •  INTERNATIONAL 


Asarco  serves  you 
with  these  elements 

Ag — Silver  In  — Indium  S  — Sulfur 

Al  — Aluminum  Mg — Magnesium  Sb — Antimony 

As — Arsenic  Mo — Molybdenum  Se — Selenium 

Au— Gold  Ni  —Nickel  Sn— Tin 

Bi — Bismuth  Pb — Lead  Te — Tellurium 

Cd— Cadmium  Pd — Palladium  Tl — Thallium 

Cu — Copper  Pt  — Platinum  Zn— Zinc 


AMERICAN   SMELTING 
AND  REFINING  COMPANY 

130  BROADWAY,  NEW  YORK,  N.  Y.  10006 
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THOUGHTS . . . 


ON  THE 
BUSINESS  OF  LIFE 


The  optimist  proclaims  that  we  live 
in  the  best  of  all  possible  worlds;  and 
(lie  pessimist  fears  this  is  true. 

— James  Branch  Cabell. 


Gather  the  gifts  of  earth  with  equal 
hand;  henceforth  ye  too  may  share  the 
birthright  soil,  the  corn,  the  wine,  and 
all  the  harvest  home. 

— Edmund  C.  Stedman. 


With  one  man,  resignation  stores  up] 
treasures  in  heaven;  with  another  man,] 
it  does  but  store  explosives  in  the] 
heart.    — Francis  Herbert  BradleyJ 


Men  who  are  unhappy,  like  men 
who  sleep  badly,  are  always  proud  of 
the  fact.  — Bertrand  Russell. 


The    true    way    of   softening    one's 
troubles  is  to  solace  those  of  others. 

— Francoise  de  Maintenon. 


The  world   belongs   to   the  patient  j 
an.  — Italian  Proverb. 


I   have  had   many   troubles   in  my 

life,  but  the  worst  of  them  never  came. 

— James  A.  Garfield. 


We  cry  out  for  a  little  pain,  when 
we  do  but  smile  for  a  great  deal  of 
contentment.  — Owen  Feltham. 


If  we  only  wanted  to  be  happy  it 
would  be  easy;  but  we  want  to  be 
happier  than  other  people,  which  is 
almost  always  difficult,  since  we  think 
them  happier  than  they  are. 

— Charles  de  Montesquieu. 


Few  men  have  the  strength  of  char- 
acter to  rejoice  in  a  friend's  success 
without  a  touch  of  envy. — Aeschylus. 


Before  we  set  our  hearts  too  much 

upon    anything,   let  us   examine  how 

happy  they  are  who  already  possess  it. 

— La  Rochefoucauld. 


The  hardest  trial  of  the  heart  is 
whether  it  can  bear  a  rival's  failure 
without  triumph.  — John  Aiken. 


B.  C.  FORBES 

Do  not  forget  the  fable  of 
what  happened  when  the  Lord, 
moved  bij  ceaseless  complaining, 
summoned  all  the  people  and 
told  them  to  throw  their  troubles 
on  one  heap.  Each  one  was  told 
to  pick  out  the  lightest  he  could 
find.  And,  to  the  very  last  man, 
every  one  selected  his  own! 


Men's  happiness  springs  mainly 
from  moderate  troubles,  which  afford 
the  mind  a  healthful  stimulus,  and 
are  followed  by  a  reaction  which  pro- 
duces a  cheerful  flow  of  spirits. 

— Edward  Wicglesworth. 


Compare    your    griefs    with    other 
men's  and  they  will  seem  less. 

— Spanish  Proverb. 


The  slightest  pain  in  your  little 
finger  causes  you  more  uneasiness  and 
anxiety  than  the  destruction  and  death 
of  millions  of  people. — Sven  Hassel. 


Whoever  is  easily  susceptible  to  the 
troubles  and  cares  of  life  is  equally 
susceptible  to  the  joys  life  has  to  offer.  ] 
— Hans  MarcoliusI 


Our  greatest  happiness  .  .  .  does  not 
depend  on  the  condition  of  life  in 
which  chance  has  placed  us,  but  it  is 
always  the  result  of  a  good  conscience,] 
good  health,  occupation  and  freedom 
in  all  just  pursuits. 

— Thomas  Jeffersox. 


The  best  way  to  achieve  happiness 
is  to  learn  to  live  without  it. 

— Arnold  GlasowI 


Most  folks  are  about  as  happy  as 
they  make  up  their  minds  to  be. 

— Abraham  Lincoln. 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book 
at  $5.95.  Send  check  and  order  to: 
Forbes  Inc.,  60  Fifth  Avenue,  New 
York,  N.Y.  10011.  (Sales  tax:  New 
York  City,  add  5%;  rest  of  New 
York  State,  2%  to  5%  as  required.) 


Worry  never  robs  tomorrow  of  its 
sorrow,  but  only  saps  today  of  its 
strength.  — A.  j.  Cronin. 


There  is  nothing  in  the  world  so 
much  admired  as  a  man  who  knows 
how  to  bear  unhappincss  with  cour- 
age. — Seneca. 


A  Text . . . 


Sent  in  by  B.  R.  McMillin, 
Mechanicsburg.  Pa.  What's 
your  favorite  text?  The 
Forbes  Scrapbook  of  Thoughts 
on  the  Business  of  Life  is 
presented  to  senders  of  texts 
used. 


Honour  the  Lord  ivith  thy  substance, 
and  with  the  firstfruits  of  all  thine 
increase:  so  shall  thy  barns  be  filled 
with  plenty,  and  thy  presses  shall 
burst  out  with  new  icine. 

—Proverbs  3:9,  10 
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WORLD 

AIRWAYS 


Opportunities 
big  as  the  sky; 
problems  to  match 
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a  ticket  tor 


This  year,  Delta 
Air  Lines  will  sell  more 
tickets  than  all  the  teams 
in  the  American  Baseball 
League  combined. 

Over  ten  million  tickets! 

And  each  one  has  to  be  per 
sonalized  with  the  routing,  the  fare,  the  tax, 
the  total,  plus  coded  data  for  accounting 
records. 

But  at  Delta,  writing  a  ticket  takes  just  a 
few  seconds.  Because  Addressograph  devised 
a  system  that  is  as  fast  as  plop-plop-zip. 

All  that's  involved  is  an  Addressograph 


ticket  imprinter  and  some 
embossed  plastic  cards. 

Put  them  together . . .  and  zip! 
Out  comes  a  clean,  legible  ticket. 
For  Delta,  our  system  has  proved  to  be 
just  the  ticket  for  speeding  things  up  at  the 
ticket  counter. 

For  you,  Addressograph  could  be  just  the 
ticket  for  faster,  more  accurate  handling  of 
credit  cards,  check  encoding,  mass  mailings, 
payroll,  inventory  control,  billing,  shipping, 
data  collecting,  scheduling,  order  writing, 
computer  output,  or  what  have  you. 

Call  us.  We'll  fill  you  in  on  the  details. 


RESSOGRAPH  division  &  CORPORATION 

^^^>  helping  people  communicate 

jraph  Multigraph  Corporation    World  Headquarters  1200  Babbitt  Road  /Cleveland.  Ohio  44117 

Addressograph  Multiijraph  of  Canada.  Ltd..  Toronto  16.  Ontario.  Canada 


Too  many  people  want  to  run  the  country 
Too  few  want  to  serve  it 


(he  thirst  for  power  is  habit-forming,  and  all-too-many  Americans 
are  drunk  with  it. 

There  may  be  no  sense  of  power  in  writing  careful,  constructive 
letters  to  your  Congressmen.  In  getting  to  know  and  show  your  re- 
spect for  your  children's  teachers.  In  running  for  your  town's  Council 
and  getting  really  to  know  the  men  on  it.  In  soliciting  funds  and  votes 
for  the  candidates  you  have  made  sure  will  work  best  for  decent  gov- 
ernment. In  volunteering  for  hard  work  in  Red  Cross  or  Family  Service 
or  Little  League.  In  managing  a  business  so  well  it  grows  and  provides 
more  good  jobs.  Or  in  doing  your  own  work,  important  or  drab,  so 
well  you  pay  your  own  way,  and  are  not  a  burden  on  your  country. 

The  people  who  live  such  lives  are  the  true  Americans.  No  names 
in  history  books,  perhaps,  but  without  them,  no  country. 


Outdoor  lift  truck,  a  product 
of  the  Duplex  Division  of 
Warner  &  Stvasey,  hauling 
prepackaged  lumber  in 
outside  storage  area. 


JU  CAN  PRODUCE  IT  BETTER,  FASTER,  FOR  LESS  WITH  WARNER   &  SWASEY   MACHINE  TOOLS,  TEXTILE   MACHINERY,   CONSTRUCTION    EQUIPMENT 
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Energy,  t. 

the  world ...  to  power  industry.  Gigawatts  for  megalopolis.  And  the  best  hope  for  quenching  t 
credible,  ever-increasing  thirst  for  energy  lies  in  the  nucleus  of  the  tiny  atom.  Crane  recognize 
a  quarter  of  a  century  ago  when  we  pioneered  the  use  of  stainless  steel  valves  for  nuclear  re, 
Since  then,  we've  designed  and  built  hundreds  of  special  valves,  plus  fittings  and  pumps  for  sc( 
demanding  nuclear  applications.  Crane-Cochrane  water  treatment  systems  are  a  vital  part  of  n 
power  plants  throughout  the  world.  And  Crane  research  is  nearing  breakthroughs  in  makii 
breeder-type  reactor  workable  (providing  more  usable  fuel  at  lower  cost)  with  a  sophisticated, s< 
leakproof  liquid  sodium  pump.  Experts  predict  35%  of  America's  energy  will  be  nuclear-genera 
1980!  Satisfying  the  need  for  power  is  a  growing  challenge.  But  as  the  challenge  grows,  so  grows 


FLUID  CONTROL/WATER  TREATMENT/AIRC  RAI  I  &    \i  KOSPACE/ COMFORT  &  SANITARY  CONTROL 


CRANE 
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Long  successful  at  acquiring  small  and  medium-sized  companies,  Textron  has  joined  the 

scramble  for  the  really  big  prizes.  It  has  some  big  advantages  over  competing  conglomerates. 

UNION  CARBIDE 

Time  was  when  a  big  company  like  Carbide  had  to  think  only  of  the  long  run.  But  the  long 
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the  most  important 
in  is  how  boxes  can 
you  money. 


Containerization  is  a  big  word  in 
transportation  circles  today.  And  no 
wonder.  It's  the  fastest,  most 
economical  way  of  handling  your 
export-import  shipments.  And  Northern 
Pacific  Railway  has  the  experts, 
experience  and  equipment  to  help 
you  containerize. 

To  be  specific: 
When  you  ship  in  sealed  containers, 
the  number  of  freight  handlings 
is  pared  to  the  bone. 

There  is  much  less  opportunity  for 
pilferage  and  damage.  Transit  time  is 
drastically  reduced. 

Expensive  crating  for  overseas  shipments 
is  almost  entirely  eliminated.  Warehouse 
and  inventory  costs  are  cut. 

And  you  wind  up  with  a  substantial  total 
savings  in  time  and  transportation  costs. 

If  you  are  not  yet  shipping  in  containers, 
you  really  ought  to  get  in  touch  with  us. 
Contact  E.  M.  Stevenson,  VP-Traffic, 
Northern  Pacific  Railway, 
St.  Paul,  Minnesota  55101. 

This  is  the  way  to  run  a  railroad. 
The  way  we  run  the  Northern  Pacific. 


WERE  PUUING 


The  Sheraton-Humboldt 
is  about  as  close  as  you'll 
ever  get  to  cloud  9. 


You  arrive  at  this  hotel  in  Venezuela  by 
cable  car.  From  the  window  of  your  suite,  you 
are  surprised  to  find  yourself  looking  down  at 
the  clouds  from  7,000  feet.  Through  them,  you 
see  colorful  Caracas  on  one  side  and  the  Carib- 
bean on  the  other. 

The  Sheraton-Humboldt  is  one  of  an  inter- 
national Sheraton  chain  of  hotels  and  motor  inns 
that  can  now  serve  you  better  because  it  is  part 
of  ITT. 

Needs  of  a  changing  world 

To  help  meet  the  challenges  of  competition 
and  the  changing  travel  patterns  of  both  tourist 
and  businessman,  Sheraton  plans  call  for  a  stream- 
lined chain  of  facilities  and  a  fast-moving  inter- 
national construction  program.   Plans  are  now 
being  worked  out  for  over  25  new  hotels  world- 
wide. In  addition,  the  Sheraton  chain  has  been 
carefully  combed  by  teams  of  experts  to  upgrade 
existing  facility  and  service  standards. 

Sheraton  is  also  expanding  its  interests  into 
the  field  of  medicine.  This  new  venture  is  the 
development  of  Continuing  Medical  Care  Cen- 
ters. These  will  provide  a  full  range  of  medical 
services  for  patients  requiring  recuperation  and 
restorative  services  between  acute  hospital  care 
and  their  return  to  daily  living. 

Such  a  facility  is  to  be  built  close  to  the  Uni- 
versity of  Vermont  Medical  Center  Hospital  in 
Burlington.  Rates  will  be  substantially  lower  than 
the   existing   private   and   semi-private   rates  at 


local  hospitals. 

This  unique- development  is  but  another 
example  of  how  ITT  can  respond  to  changing 
needs  in  a  changing  world. 

Back  to  the  Sheraton-Humboldt 

Even  before  you  checked  in  at  the  Sheraton- 
Humboldt,  other  of  our  resources  were  probably 
helping  make  your  trip  a  pleasant  one. 

The  instrument  landingsystem  ofMaiquetia 
International  Airport  near  Caracas  is  an  applica- 
tion of  a  system  developed  by  us.  In  fact,  without 
it  and  other  of  our  developments,  air  travel  as  it 
is  known  today  would  be  impossible. 

The  Avis  car  you  may  have  rented  at  the  air- 
port is  another  example  of  how  we  serve  you, 
worldwide.  When  we  entered  this  field  through 
Avis  in  1965,  Avis  had  a  fleet  of  25,000  cars  and 
trucks.  Today  it  has  grown  to  85,000.  Competi- 
tion helped  accelerate  this  growth  and  the 
growth  of  the  entire  industry,  which  now  has 
more  companies  in  it  than  ever  before. 

The  cablegram  that  told  your  family  back 
home  that  you'd  arrived  safely  was  probably  han- 
dled by  our  subsidiary,  ITT  World  Communica- 
tions. 

Management  expertise 

We  have  gone  into  all  these  fields— and 
many  more— successfully,  because  we  have  a 
strong  management  group  with  the  expertise  to 
operate  economically  and  to  exercise  effective 
control  of  all  our  global  operations. 

Your  trip  to  Venezuela  shows  what  we  are 
doing  for  the  traveler.  We  are  also  active  in  edu- 
cational training  and  data  processing.  We  offer 
consumer  loans  and  mutual  funds.  And  through 
Levitt  &  Sons,  we  have  become  the  world's  larg- 
est international  home  and  community  builder. 

ITT  and  you 

In  all  these  industries,  our  standards  of  per- 
formance generate  growth  and  more  efficient 
use  of  manpower  and  material.  That  means  a 
better,  more  comfortable  life  for  you  and  people 
all  over  the  world.  And  at  Sheraton  hotels  from 
Hawaii  to  Tel  Aviv,  from  Montreal  to  Caracas,  a 
more  exotic  life  as  well. 

International  Telephone  and  Telegraph 
Corporation,  320  Park  Avenue,  New  York,  New 
York  10022. 
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Side  Lines 


Pardon  Our  Glow 

Forbes  writers  have  won  two  awards  recently,  one  official,  one  unofficial. 
The  official  one  was  the  University  of  Missouri  award  for  the  best  story  in 
a  general  business  publication  during  the  period  from  June  1967  to  June 
1968.  It  went  to  Peter  Weaver  for  his  Mar.  15  cover  story  on  "The  Fastest- 
Growing  Major  Industry:  Medical  Services."  Weaver,  our  Washington 
bureau  manager,  received  the  award  last  month  at  the  university. 

Weaver  got  the  idea  for  the  story  when  he  put  his  four-year-old  son 
Michael  into  a  suburban  hospital  for  a  tonsillectomy.  Not  only  did  he  run 
up  a  staggering  bill,  he  had  some  frightening  and  frustrating  experiences 
as  well.  Weaver  started  thinking:  Were  experiences  like  his  unique  or  were 
they  commonplace?  Were  Americans  paying  more  and  more  for  less  efficient 
medical  care? 

He  found  the  answers.  The 
story  not  only  made  good  read- 
ing; it  performed  a  valuable  pub- 
lic service.  The  latter  is  the  rea- 
son we  especially  take  pride  in 
the  University  of  Missouri  award. 

The  other  recent  award  was 
strictly  unofficial.  Reporter  Wal- 
ter Rogers  performed  a  public 
service  of  another  kind  when  he 
was  out  in  San  Francisco  in  Oc- 
tober covering  the  mutual  fund 
convention.  We  didn't  hear  about 
it  until  just  the  other  day  when 
Malcolm  S.  Forbes  received  a 
letter  from  Mayor  Joseph  L. 
Alioto,    saying   in    part:    "During  Rogers  Weaver 

a    critical    need    for    information, 

Mr.  Rogers  stepped  in  and  rendered  a  service  to  the  city  for  which  we  are 
deeply  grateful.  It  is  seldom  that  so  knowledgeable  a  person  is  available, 
or,  if  available,  who  steps  forward  to  help  in  such  an  effective  manner." 

We  asked  Rogers  what  the  letter  was  all  about.  He  explained  that  in 
San  Francisco  James  A.  Murray,  a  member  of  the  staff  of  the  Chamber  of 
of  Commerce,  offered  to  take  him  on  a  tour  of  the  city.  Among  other  places, 
he  took  him  to  a  slum  called  Hunters  Point,  where  Murray  had  to  attend  a 
meeting  of  the  neighborhood  development  program  committee.  The  commit- 
tee was  facing  a  crisis.  It  had  made  an  application  for  federal  funds  some 
months  before  and  had  received  no  reply.  Now  it  was  broke.  It  would 
have  to  fire  the  workers  in  the  program  at  a  time  when  tensions  in  Hunters 
Point  had  become  explosive. 

Just  a  few  weeks  before,  Rogers  had  called  Charles  J.  Zwick,  director 
of  the  Bureau  of  the  Budget,  on  a  story  and  had  found  him  very  helpful. 
He  put  in  a  call  to  Zwick  again.  Zwick  was  out,  but  Rogers  persisted.  He 
explained  the  problem  of  the  Hunters  Point  committee.  He  was  shunted 
from  one  Budget  Bureau  official  to  another;  finally,  after  questioning  half 
a  dozen  or  more,  he  got  the  right  man.  This  official  found  the  application  in 
bureaucratic  limbo.  Rogers  put  the  Mayor's  Deputy  for  Development,  John 
H.  Tolan  Jr.  on  the  phone  and  the  official  assured  Tolan  the  application 
would  be  processed  right  away.  With  this  assurance,  Tolan  was  able  to 
authorize  the  use  of  city  funds  to  keep  the  program  going. 

Rogers  saved  the  program;  he  saved  the  jobs  of  the  workers  in  the  pro- 
gram, which  is  why  Mayor  Alioto  wrote:  "On  behalf  of  the  city,  may  I 
express  our  appreciation  to  your  organization." 

We're  a  business  and  financial  magazine,  not  a  bunch  of  dogooders.  Still, 
we  can't  help  getting  a  glow  when  we  receive  an  award  for  a  public  service 
like  Weaver's  or  kudos  for  a  public  service  like  Rogers'.  ■ 


got  water  shortage 

HEADACHES? 


r 


More  than  532  square  miles  of  surface 
water!  Most  of  the  remaining  dry  land  under- 
laid with  a  vast  network  of  cool  (60°) 
underground  streams.  Enough  water  to  sup- 
port Kentucky  industry  well  into  the  future. 

In  Kentucky  there's  plenty  of  water  when 
and  where  you  need  it  — including  a  9  foot 
channel  to  "Paradise,  Ky.,  one  link  in  the 
nation's  largest  network  of  year-round  navi- 
gable controlled  waterways. 

Whatever  your  complaint .  .  .  lack  of  profits 
or  shrinking  water  supply  ...  get  fast  relief 
in  Kentucky. 

'Where  TVA  is  building  one  of  the 

largest  single 

electric  gen- 

erating  units  Ml  *  ^ 

in  the  U.S. 


For  complete  information  write 

Department  of  Commerce  F-68 

Frankfort  Ky.  40601 


Trends 

&  Tangents 


BUSINESS 


Soft  Sell 

This  month  State  Farm  Fire  & 
Casualty  Co.,  the  nation's  largest 
homeowner  insurer,  is  introducing 
in  Illinois  an  experimental  home- 
insurance  policy  that  is  aimed  at 
offsetting  inflation.  The  policy- 
holder's coverage  will  go  up  auto- 
matically with  the  Commerce  De- 
partment's construction  cost  index. 
The  extra  coverage  comes  free  for 
the  duration  of  the  policy.  The 
beauty  part  for  the  insurance  com- 
pany, however,  is  that  at  renewal 
time,  most  policyholders  will  auto- 
matically renew  at  the  higher  cov- 
erage— with  a  bigger  premium. 

Contrary  Opinion 

Most  analysts  and  institutional 
money  managers  are  bearish  on 
the  steel  industry.  But  one  excep- 
tion is  Robert  S.  Driscoll,  president 
of  the  $1.5-billion  Affiliated  Fund, 
who  keeps  over  7%  of  Affiliated's 
common  stock  portfolio  in  the 
steels.  His  reasoning:  "There  is 
going  to  be  a  big  growth  in  the 
number  of  young  people  coming 
into  the  labor  force.  If  we  are  go- 
ing to  try  to  employ  all  these  peo- 
ple, there  must  be  a  big  increase 
in  capital  expenditures.  And  this 
is  basic  to  the  steel  industry." 

Babies  Don't  Count 

In  years  past,  a  baby  boom  gen- 
erally meant  an  economic  boom,  as 
more  mouths  to  feed  meant  more 
economic  activity.  This  no  longer 
seems  to  be  true  in  economically 
advanced  countries  like  the  U.S.. 
Japan  and  West  Germany,  accord- 
ing to  a  study  by  Professor  Alan  R. 
Sweezy  of  the  California  Institute 
of  Technology  and  George  Varky, 
research  economist.  Among  the 
facts  they  cite:  From  1937  to  1957, 
U.  S.  gross  national  product  and 
the  birth  rate  rose  together.  After 
1957,  while  the  birth  rate  declined 
steadily,  the  GNP  kept  rising. 


OVERSEAS 


Communist  Capitalists 

October's  sudden  military  take- 
over in  Peru  looked  bad  enough 
for    American    business    when    the 
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new  government  expropriated  Jer- 
sey Standard's  $200-million  re- 
finery. But  the  worst  may  be  yet 
to  come.  "What's  significant,"  says 
a  top  U.S.  oil  company  executive 
in  Peru,  "is  the  swarm  of  represen- 
tatives from  Eastern -bloc  countries 
coming  through  since  then."  Rus- 
sian, Rumanian,  Polish  and  Czech 
trade  missions  have  all  appeared  in 
Peru  in  the  last  few  weeks,  and 
all  have  received  an  unusually 
warm  welcome  from  Air  Force 
General  Juan  Velasco  Alvarado's 
government.  "In  my  opinion,"  says 
the  U.S.  oilman,  "this  sort  of  thing 
is  much  more  serious  than  the  re- 
finery takeover." 

It's  Skill  That  Counts 

Diamonds  have  often  been  called 
the  most  easily  transportable  form 
of  wealth,  but  they  come  in  second 
to  skills.  Israel  has  no  diamond 
mines,  but  its  biggest  industry  in 
terms  of  dollar  exports  is  cutting 
and  polishing  diamonds.  Founded 
25  years  ago  by  refugees  from  the 
Low  Countries,  Israeli  diamond 
cutting,  now  a  $200-million  indus- 
try, reached  a  landmark  last  month 
with  the  opening  of  a  28-story, 
glass  and  aluminum  diamond  center 
near  Tel  Aviv.  ■ 


CHANGE  OF  ADDRESS 

If  you  plan  to  move,  let  us  know 
a  month  before  so  we  can  change 
your  address  and  keep  FORBES 
coming  to  you.  Attach  a  recent 
mailing  label  and  fill  out  your  new 
address  in  the  space  provided 
below. 


ATTACH  PRESENT 

MAILING  LABEL 

HERE 


New  Address: 


Name 


Address 


City 


State 


Zip 


Mail  to: 

Subscription  Service  Manager 

FORBES 

60  Fifth  Avenue 

New  York,  New  York  10011 
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Looking  for  new  money? 


Wfe  deliver. 


We  can  provide  your 
corporation  with  money  for 
the  long  haul,  or  the  short. 
For  today's  inventory.  Or 
tomorrow's  plans.  Wells 
Fargo's  staff  of  corporate 
financing  specialists, 
working  in  cooperation  with 
your  firm's  executives,  will 


tailor  a  program  to  meet  your 
specific  requirements. 
Perhaps  your  program  will 
call  for  speeding  customer 
payments  by  use  of  our  lock 
box  banking  service.  Or 
maybe  it  will  be  financing  for 
accounts  receivable.  Or  lines 
of  credit  for  current  needs 
and  future  expansion.  Or  our 
Equipment  Leasing  Service, 
which  enables  you  to  acquire 


and  use  equipment  without 
committing  large  sums  of 
money.  Thus  freeing  your 
capital  for  other  needs.  And 
there  are  dozens  of  other 
possibilities.  All  available  to 
be  developed  into  an 
imaginative  and  efficient 
program  for  you. 


So  if  your  corporation  is 
looking  for  new  money,  just 
contact  the  oldest  bank  in 
the  West:  Wells  Fargo. 
Northern  California  Head- 
quarters, National  Division, 
464  California  Street, 
San  Francisco  94120; 
Southern  California  Head- 
quarters, National  Division, 
415  West  Fifth  Street, 
Los  Angeles  90054. 
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WELLS  FARGO  BANK 


MEMBER  FEDERAL  DEPQSIT  INSURANCE  CORPORATION 
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he  trucking  industry 
turns  up  everywhere 
these  days... 


and  everything  points  to  another  decade  of  growth! 


Truck  transport  doesn  t  end  where  the  road  ends  nowadays. 
It  continues  on  ships,  on  railcars  and  in  airplanes,  then  hits 
the  road  again.  Transport  services  are  expanding  in  every 
mode,  along  with  the  growth  of  America's  economy. 

Indeed,  as  goes  the  gross  national  product,  so  go  the 
contributions  of  motor  transport:  constantly  upward.  The 
ten-year  projections  on  this  page  show  healthy,  steady,  con- 
tinued growth  in  store  for  the  United  States  and  the  trucking 
industry. 

As  a  major  supplier  of  containers  and  truck-trailers,  through 
its  Fruehauf,  Hobbs,  Independent  Metal  Products,  Rentco, 
Pro- Par,  Fruehauf  Finance  and  Transport  Investment  Divi- 
sions, Fruehauf  Corporation  plays  a  growing  role  in  a 
growing  industry. 


FRUEHAUF 

CO     t=t     F»    O     FR    A   ~T    I    O    IM 


KJUNOVTlON 


iMt»lCAN   TWUCKINC  INDUSTRT 


MAJOR  U.S.  ECONOMIC  FORCES 

(Percentage  of  growth  from  1954  — projected  to  1978) 


■■■iiiiiii  ■■■■■■■■■—II  ■■!— —inn  muM—oiii  — 

1963  1968  1973  1978 

Source:  Department  of  Research  and  Transport  Economics.  The  American  Trucking  Associations 


:RUEHAUF  DIVISION 
RENTCO  DIVISION  • 
DRYDOCK  COMPANY 


•     HOBBS   DIVISION     •     INDEPENDENT   METAL  PRODUCTS   DIVISION 

PRO-PAR   DIVISION     •     PACECO     •     MARYLAND  SHIPBUILDING  AND 

FRUEHAUF   FINANCE   DIVISION    •    TRANSPORT   INVESTMENT   DIVISION 


5  years  ago 

this  Kentucky 

Conglomerate  was 

one  pin  on  the  map 


Look  at  us  now! 


K     **    9' 
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We  are  National  Industries  Inc., 
The  Kentucky  Conglomerate. 
Since  1963  we  have  acquired  107  facilities, 
coast  to  coast.  In  five  years  our  revenues  have 
grown  in  excess  of  $275  million.  This  past 
July  we  were  listed  on  the  Big  Board. 
We  are  in  manufacturing,  retailing,  and 
services.  We  are  predominantly  in  basic, 
businesses  such  as  food  products,  soft  drinks, 
department  stores,  energy  products,  institutional 
furniture  and  equipment,  appliances,  leisure 


headwear,  business  insurance,  toys,  and 

steel  warehousing  ...  all  of  which  are 

growing  and  profitable. 

We  believe  we  have  only  begun  to  grow. 

Our  objective  is  to  be  a  half-billion  dollar 

company  in  1970. 

If  you  would  like  to  know  more  about  us,  we 

will  be  glad  to  send  you  complete  information. 

Address  your  request  to  Stanley  Yarmuth, 

President,  National  Industries  Inc., 

P.  O.  Box  1037,  Louisville,  Kentucky  40201. 


MT 


National  Industries  Inc. 

The  Kentucky  Conglomerate 
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READERS  SAY 


No   Mistake 

Sin:  I  would  like  to  add  a  feu  com- 
ments to  your  cover  story  on  Burroughs 
t  Forbes,  Nov.  I  ).  Ray  Eppert's  move 
to  combine  the  Burroughs  and  Electro- 
Data  marketing  forces  was  a  good  one 
.  even  it  the  method  was  weak.  The 
cartoon,  while  funny,  was  the  work  of 
an  artist  in  the  publications  department 
and  slipped  through.  The  viewpoint  of 
the  two  sales  managements  was  one  of 
mutual  regard.  People  who  left  did  so 
for  reasons  ol  their  own  and  not  be- 
cause of  an)  disaffection  with  Burroughs. 
No  compam  could  have  been  more  con- 
siderate of  an  acquisition  than  Burroughs 
w.in  of  ElectroData. 

— E.S.  M(  Coluster 
Vice  President  for  Marketing 

Information  Systems   Division 

Radio  Corp.  of    America 

Camden,  N.J. 

Mixed    Emotions 

Sin:  In  your  issue  of  Oct.  15  (p.  54) 
you  have  a  headline  using  our  trademark 
Band-Aid.  While  we  like  people  to  know 
our  trademark,  it  is  an  improper  use  of 
it.  I  have  mixed  emotions,  naturally,  on 
this.  I  like  all  the  publicity  we  can  get, 
but  our  law  department  group  tells  me 
wr  cannot  have  it  this  wa>  and  still 
protect   the  trademark. 

— PHILIP  B.  Hofmank,  Chairman, 
Johnson   &   Johnson 
New    Brunswick,   N.J. 

It  Takes  Time 

Sin:   Re.  the  article  on  Dresser  Indus- 
tries    Founts     Vol'.   1) — quote:    "Indeed 
Lawrence    has    already    come    up    with    a 
new    blast    furnace     brick    with    far   more 
durability     than     the     bricks     Harbison- 
Walker  has  been  selling  tor  years."  This 
statement   is   irresponsible.  The  producers 
of  blast  furnace  brick  linings  have  years 
of  experience.    When    he    produces   what 
his  research  department  thinks  is  a  good 
brick,   for  this   purpose,   it   takes  years  to 
prove  it  will   work.  That  "old  brick  com- 
pany"  has   man)    experienced    operators 
and  research  scientists  who  have  devoted 
their   lives   to   a   very   important   product. 
— John  C.   Remmey 
Retired   President, 
Remmey  Division 
A. P.   Creen   Refractories   Co. 
Philadelphia,   Pa. 

Out  of  Focus 

Sat:  The  Kodak  RP  X-Omat  (Forbes, 

/,  p.  37)  is  not  one-fourth  as  ex- 
pensive as  competitive  models  and  it  is 
not  one-fourth  the  size  of  many  competi- 
tive models.  As  of  September  1967,  we 
have  been  supplying  film  and  chemicals 
for  this  RP  X-Omat,  thus  outdaring  your 
statement  that  only  Kodak  film  can  be 
used. 

— Michael   P.   Cody 

Technical  Representative, 

E.I.  du  Pont  de  Nemours  &  Co. 

Clifton,   N.J. 


Gift  Wrapped  Arpege 

quick,  uncomplicated,  sure  to  please! 

Who  on  your  gift  list 
wouldn't  love  to  have  an  Arpege  gift? 
There's  one  for  everyone . . . 
and  a  single  phone  call  does  it  all. 

Just  dial  yourfavorite 

department  or  drug  store. They'll  do 

the  rest.  All  you  have  to  do 

isgive.Theeasyway. 


Promise  her  anything... 

but  give  her  Arpege 


LANVIN 


Eau  de  Lanvin  3.50,  $6,  $10 
Extract  8.50,  $15,  $25 
Dusting  Powder  $5 


A  Veil  of  Arpege  Fluff  $5 
Toilet  Water  Mist  $6 
Perfume  Purser  $6 
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lntroducing:Tank  Cars  on  Tap, 

It's  C&O/B&O's  new  liquid  distribution  program  —  TBS.  Through 
Bulk  Service.  Here's  how  it  works.  You  consign  a  carload  to  one 
of  our  TBS  terminals  at  low  bulk  rates.  After  rail  shipment,  the 
car  is  sampled,  then  stored  till  you  give  us  the  word.  We  then 
transfer  your  product  to  trucks  for  delivery  direct  to  the  receiver. 
Five  miles  away,  or  fifty.  Or  more.  We  do  all  the  co-ordinating. 
You  get  one  bill  for  each  delivery.  From  us. 

Don't  ship  bulk  liquids?  No  problem.  We  have  lots  of  other 
new  distribution  programs  to  get  you  into  new  markets.  And  to 
reduce  your  distribution  costs,  too.  Call  our  local  salesman  or 
write:  Vice  President,  Merchandise  Freight  Group,  One  Charles 
Center,  Baltimore,  Maryland  21201. 

THE  C&O/B&O  RAILROADS    Cleveland  44101    •     Baltimore  21201 


J  lift    NEW  SYMBOL  OH  THE 

J/lU    HEW  YORK  STOCK  EXCHAHGE 

JACKSON'S  MINIT  MARKETS,  INC.  and  ATLANTIC  COMPANY 

have  been  merged  to  form 

JACKSON-ATLANTIC,  INC. 

The  new  company  was  admitted  to  trading  on 

The  New  York  Stock  Exchange 

as  of  November  18. 

The  symbol  is  JAC 

E-Z  Food  Shops  -  Jackson's  Minit  Markets 

Ma-Jik  Markets,  Inc.  -  The  Munford  Stores 

Wishbone  Fried  Chicken  Stores 

World  Bazaar  Import  Stores 

Refrigerated  Warehouses 

Ice  Plants 

68  Brookwood  Drive,  N.E.                      Atlanta.  Georgia 

One  Way  to  Figure 

Sir:  In  your  Oct.  15  issue  (p.  51)  we 
are  told  that  companies  selling  at  h,igh 
price/earnings  multiples  "can  pay  the 
acquired  company  a  good  premium  over 
market  price  and  still  get  a  bargain  in 
terms  of  earnings  and  assets."  If  market' 
values  are  based  on  an  evaluation  of  ex- 
pected future  net  operating  cash  profits 
— and  there  is  some  compelling  empirical 
evidence  to  support  this  hypothesis — 
high  P/Es  would  be  due  primarily  to 
large  expected  returns  on  new  investments 
that  are  expected  to  continue  for  many 
years.  Low  P/Es  might  be  due  to  low 
expected  profitability.  If  acquiring  com- 
panies do  not  foresee  improved  profita- 
bility and/or  lower  market  discount  rates 
for  low  P/E  sellers,  the  pro  forma  P/E 
will  hardly  exceed  the  weighted  P/E 
ratios  of  the  two  companies.  Thus,  that 
high  P/E  companies  buy  low  P/E 
companies  resulting  in  greater  pro  forma 
earnings  is  unimportant.  It  is  the  pro 
forma  P/E  ratio  that  counts.  Hence,  pro 
forma  earnings  can  decline  (  e.g.,  McDon- 
nell's purchase  of  Douglas )  and  the  ac- 
quisition be  sensible.  The  decision  rule 
follows:  The  maximum  price  to  pay  is 
the  amount  for  which  the  expected  re- 
turn, measured  by  discounting  future  net 
operating  cash  profits,  is  at  least  as  large 
as  the  market's  discount  rate. 

— Joel  M.  Stern 

Second  Vice  President, 

Corporate  Financial  Research 

Chase  Manhattan  Bank 

New  York.  N.Y. 

Relativity 

Sir:  I  enjoyed  being  first  in  the  series 
"The  Money  Men"  (Forbes,  Nov.  1), 
although  my  wife  objects  to  your  de- 
scription of  me  as  being  "almost  fragile 
looking." 

— Arthur  Rock 

Arthur  Rock  ix  Co. 

San    Francisco,   Calif. 

Our  writer  was  onions  because  his 
on. (i  waistline  is  thick&ning — Ld. 

A  Large  Minority 

Sir:  Regarding  your  editorial  on  Stein- 
berg cartoons   (Forbes,  Noo.  1  p.  IS), 
"Ilow  It  Keels  to  be  a  Minority": 
1  don't  get  'em  either. 

— David  A.  St.  Clair 
Bethlehem,  Pa. 

Sin:    I   thought   I   was   the  only  one. 

— Robert  E.  Bom  mi 

Vice  President, 

Needham,  Harper  &   Steers,  Inc. 

New   York.   N.Y. 

Sir:    Hurrah    for    the    two    of    us!    I 

thought  I  was  simply  a  random  sample 

ol    one  in  regard  to  Steinberg  cartoons. 

— Dick    Hanson 

Editor, 

Successful  Farm in^ 

Des  Moines,  Iowa 

(Continued    on    page    94) 
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When  a  copier  salesman  tells  you 
the  cost  per  copy  price,  ask  him  to  tell  you  the  rest. 


Like  the  price  of  the  paper. 

And  the  price  of  the  toner. 

And  the  price  of  repairs. 

These  are  costs  nobody  ever  thinks  about. 

Unless  they  talk  to  a  GAF  Salesman  for 
Gafax'"  copiers. 

Whether  you  rent  a  Gafax  500,  buy  it.  or 
contract  for  it,  you  can  be  sure  that  the  cost  per 
copy  price  you  were  quoted  is  the  cost  per  copy 
price  you'll  wind  up  paying. 

Because  we  make  our  own  paper.  And  we 
make  our  own  toner.  And  we  make  our  own 
repairmen. 

And  we  don't  hide  anything  from  you. 

The  only  thing  you  won't  see  with  the  Gafax 
500  is  a  lot  of  extra  bills. 


GAF  Corporation 

Office  Systems  Products 

Dept.FEL,140W.  51st  St..  N.Y.,  N.Y.  10020 

I'm  convinced.  Have  a  salesman  call.  □ 

I'm  convinced.  Please  send  more  information.  □ 

Name 


Position. 


_Phone_ 


Company. 
Address 

City 


.State. 


_Zip_ 


E  GAF  Corpora!. on  I  torr 


;  &  Film  Corporate 


The  Gafax  500 
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In  90%  of  the  world,  it  takes  8  farmers  to 
produce  as  much  as  one  American  farmer. 

Avco's  out  to  make  it  10. 


It  isn't  that  Americans  are  supermen. 

Nor  that  we  try  harder. 

A  big  difference  is  that  the  American 
farmer  uses  more  farm  equipment.  (There 
are  over  four  and  a  half  million  farm  tractors 
in  the  U.S.  vs.  less  than  one  and  a  quarter 
million  in  Russia,  for  example.) 

Yet  American  farmers  have  only  started. 


The  trend  is  to  even  more  advanced  equip- 
ment. Like  Avco  New  Idea  Division's  Uni- 
System  harvesters. 

With  these  a  farmer  needs  only  one  power 
source  to  which  a  number  of  different  inter- 
changeable implements  may  be  attached 
for  harvesting  corn,  soybeans,  grain  and 
forage  crops.  Simple,  sensible,  economical 
and  efficient. 


What  more  could  12  million  Amerii 
farmers  ask  for? 
*    Plenty.  For  a  starter,  more  equipmen 
our  Uni-System  power  units.  And  v 
working  on  them. 


^ 


Avco  is  50,000  people  moving  ahead  in  a  dozen  growing,  expanding  businesses.  Avco  Corporation,  750  Third  Avenue,  New  York,  New  York  10017.  An  equal  opportunity  emp 


'With  all  thy  getting  get  understanding' 


Fact  and  Comment 


WHO  THE  NEW? 


Everybody's  speculating  about  who  the  new  Presi- 
dential ear-holding  economists  will  be,  and  what  will  be 
the  monetary  policies  of  the  Nixon  Administration. 

Who  ends  up  with  the  Nixon  lobe  doesn't  much  worry 
me.  because  the  men  most  mentioned,  the  men  who  seem 
long  the  closest  to  him  are  good,  sensible,  experienced, 
with  breadth  of  vision.  Maurice  Stans,  Burns,  McCracken, 
Champion. 

Policies? 

Right  oft  the  bat  Mr.  Nixon  may  have  to  announce 
that  there  can  be  00  surcease  of  the  surtax.  He  will  need 
both  the  dough  it's  raising,  and  the  slowing-dowji  effect 
it  hasn't  had  but  eventual!)   is  supposed  to  have. 

If,  as  seems  likely,  inflation  continues  to  flourish,  there 
will  be  a  tightening  up  of  credit,  less  money  left  loose. 


The  new  Administration  is  unapt  to  fiddle  with  the 
price  of  gold,  but  likely  to  go  all-out  to  implement, 
strengthen,  make  fully  viable,  Paper  Gold   (SDRs). 

Insofar  as  policies  toward  the  problems  presented  by 
the  emergence  of  huge  corporations  from  conglomerate 
mergers;  policies  on  Sherman  Act  trust  suits;  policies 
toward  mutual  funds,  the  stock  market  and  SEC  regula- 
tion in  general — don't  bet  your  bottom  dollar  that  all  is 
now  going  to  be  different.  If  Mr.  Nixon  is  going  to  be 
an  effective  President,  he  is  soon  likely  to  demonstrate 
that  he  will  not  condone,  overlook,  ignore  abuses  by  any 
segment  of  the  business  community. 

A  Lincoln  he  may  not  be. 

But  he  ain't  no  Grant  or  Harding  either. 

It'll  be  a  foolish  wheeler  or  dealer  who  tries  him. 


WIPE  OUT  COLLEGE 


The  Electoral  College,  that  is. 

It's  not  merely  that  the  constitutional  provisions  for  it 
are  anachronistic,  but  its  continued  existence  is  downright 
dangerous  to  our  democratic  system. 

It's  not  merely  that  Presidents  can  be  and  have  been 
elected  who  have  lost  the  popular  vote,  but  its  existence 
forces  Presidential  candidates  to  emphasize  issues  im- 
portant in  critical  states  but  not  necessarily  of  national 
significance.  The  Electoral  College  also  makes  the  barn- 
storming, handshaking  stuff  and  nonsense  seem  necessary 
to  help  carry  states  where  the  race  seems  close. 

From    all   I've   read,    studied   and   thought   about   the 


matter,  I  can't  find  one  good  reason  why  the  President 
and  Vice  President  shouldn't  be  elected  by  popular  vote. 

There  are,  of  course,  a  number  of  purely  political  rea- 
sons why  many  state  machines  and  their  machinators  like 
the  present  system.  It  gives  them  an  influence  on  Presi- 
dential candidates  that  they  should  not  have. 

So  long  as  the  Electoral  College  votes  of  every  state  are 
determined  by  the  merest  majority,  it  is  essential  for  a 
national  candidate  to  truckle  to  the  Daleys  and  other  dillys, 
to  special  interests  and  pressure  pockets  whose  concern 
for  the  national  weal  is  quite  often  quite  secondary. 

There  are  many  people  who  feel  Mr.  Nixon  is  more 
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politician  than  statesman.  If,  pronto,  he  could  put  into 
the  works  a  constitutional  amendment  to  let  the  American 
people  in  the  future  directly  elect  the  President,  he  will 
quickly  establish  that  his  concern  is  for  the  whole  country, 
and  that  the  necessarily  narrower  interests  of  local  politicos 
are  not  going  to  unduly  deter  his  determination  to  do 
what's  best,  what's  right. 


It's  a  tough  one  to  start  out  on,  because  the  opposition 
will  be  politically  bipartisan  and  powerful,  but  the  people 
will  support  the  new  President  in  seeking  this  change. 

One  shudders  to  think  how  bitterly  rent,  how  horren- 
dously  divided  and  confused  the  U.S.  would  be  at  this 
moment  if  the  election  of  a  President  were  still  not  de- 
cided, still  up  for  grabs  in  the  House. 


SOUNDS  GOOD  TO  ME 


Apparently  a  lot  of  people  have  sounded  off  against  a 
new  rendition  of  the  National  Anthem — a  somewhat 
unorthodox  feelingful  vocal  by  Jose  Feliciano  (RCA 
47-9965). 

Why? 

Have  you  ever  heard  "The  Star-Spangled  Banner" 
played  the  same  way  twice? 

The  West  Point  band  has  one  version  and  the  Marine 
Corps  band  another  and  each  high  school  band  yet 
another.  Marion  Anderson's  rendition  differs  vastly  from 
that  of  the  vocalist  who  opened  the  Republican  Conven- 
tion. And  if  you've  ever  heard  yourself  either  in  school  or 
college  or  elsewhere  "singing"  the  National  Anthem,  you 


know  at  first  hand  how  awful  it  can  be  made  to  sound. 

As   for  Jose  Feliciano's  recording — buy  it,    try   it,   and 

listen  to  how  beautiful  "The  Star-Spangled  Banner"  can  be. 


MARY  MARY,  QUITE  CONTRARY 

I  think  that  those  who  bought  it, 
trusting  all  will  be  merry  with  Wells, 
not  only  won't  get  Rich 
but  could  lose  lots  of  Greene. 


Unlike  them  who  sold  and  them  who  sells, 
Those  who  bought  and  those  who  buy 
Got/get  water  with   their  Wells. 


A  Non-Critic's  Critique:  SIX  TO    (A) VOID 


When  it  comes  to  paying  a  potful  of  money  for  food 
that  is  far  from  worth  it,  my  Christian  and  Christmas 
spirit  is  found  wanting.  Ofttimes  suggesting  where  not  to 
eat  is  more  valuable  than  suggesting  where  to  eat — par- 
ticularly when  an  unjustified  fame-name  might  lead  one 
to  be  entrapped   rather  than  enrapt. 

Top  of  the  Six's  (666  Fifth  Avenue).  At  the  top  of  any 
list  of   the   second-rate. 

Longchamps  (particularly  the  one  at  .12th  Street  & 
filth  Avenue)— if  you  want  a  treatment  instead  of  a  treat, 
for  a  pretty  good  price,  you  will  gel  food  that  is  on 
par  with  your  goll  score  il  you  have  just  taken  up  the 
game,  and  service  that  is  so  bad  it  must  be  undergone 
to  be  believed.  II  you  want  a  dining  experience  that  will 
give  you  something  to  talk  about,  this  can  be  it.  But  eat  be- 
Fore  miii  (-ntcr. 


The  Americana  Restaurant  (7th  Avenue  &  52nd  Street). 
High  charge  for  surly-served,  unimaginative  food  of  typ- 
ically Loew  standards. 

Chandler's  Restaurant  (49  East  49th  Street).  Its  great- 
est asset?  The  Captain  who  insistently,  persistently  warns 
you  not  to  order  the  sirloin  steak  for  two. 

The  Cattleman  (5  East  45th  Street).  Its  greatest  asset? 
Alka-Seltzer. 

La  Caravelle  (33  West  55th  Street).  Extraordinarily 
ordinaire.  People  who  dine  here  seem  more  interested  in 
who's  at  the  neighboring  tables  than  what's  on  their  own. 
Rightly  so. 

INFLATION   FOOTNOTE 

I  remember  when  at  dime-a-dance  halls  dance  tickets 
were  Hi  cents  apiece. 


-Malcolm  S.  Forbes,  , 

Editor-in-Chief 


The  old  idea  of  phone 
is  as  dead  as  the  Stanley  Steamer 


To  the  businessman  who  thinks 

his  phone  is  simply  a  way 

to  get  his  voice  from  here  to  there: 

that's  yesterday's  idea.  It 

belongs  to  the  past. 

The  old  idea  of  phone  is  dead.  . 


«,v.^"JBfo  7'Ws^sisSS*?''©**'.; 


Is  alive  and  working  for  High's  Dairy  in  Washington,  D 


The  phone  came  alive  for  a  group 
of  dairy  store  managers  when  they 
started  using  it  to  punch  cards  for  a 
computer  at  High's  Dairy. 

What  makes  this  system  possible 
is  the  Touch-Tone'"  phone  and  our  tel- 
ephone network.  It  can  handle,  in  ad- 
dition to  voice  communication,  any 
form  of  communication— man  to  ma- 
chine, machine  to  machine,  machine 
toman. 

It  is  the  world's  largest  communi- 
cations switching  system.  This 
switched  network  of  ours  can,  as  eas- 
ily as  it  switches  your  voice,  switch 
TV  programs,  still  pictures,  handwrit- 


ing, diagrams  and  computer  data; 
switching  it  from  anyplace  to  any 
other  place  in  an  instant. 

Here's  how  High's  have  put  our 
network  to  work  for  them. 

High's  serves  190  retail  dairy 
stores  in  a  three  state  area.  To  order 
his  dairy  products,  a  store  manager 
merely  taps  on  the  buttons  of  his 
Touch-Tone  phone.  His  taps  are 
switched  over  the  network  to  the 
dairy's  warehouse  where  business 
machines  translate  them  into  punch 
cards  ready  for  processing  by  High's 
computer. 

The  system  has  simplified  order- 


ing—the average  order  consists  of 
items  and  takes  less  than  five  minut, 
to  tap  out.  And  most  important  of 
it  has  reduced  the  time  between  ord 
and  delivery  from  over  48  hours 
less  than  24.  So,  High's  products  a 
fresher  and  they  sell  more  of  th 

Find  out  how  you  can  make  y 
phone  come  alive. 

Ask  your  Bell  System  Commumi 
tions  Consultant  how  to  put  o 
switched  networktoworkforyourbil 
ness.  You'll  find  him  at  your  Bell  "te 
communications"  business  office.: 


M&)  /Ale 
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Forbes 


Call  It  "Phase  Three 


ff 


. . .  or  call  it  an  escalation  in  Textron  policy.  Under  new  President  Miller  the 
conglomerate  with  a  taste  for  "baby  blue  chips"  is  now  going  after  bigger  game. 


'sychiatiusts  tell  us  that  sons  often 
xnnpctc  with  their  fathers.  It  may 
)e  equally  true  that  new  chief  ex- 
cutives  tend  to  compete  with  their 
>redecessors — especially  their  success- 
ul  predecessors.  That's  certainly  the 
ituation   at  Textron. 

George  W.  (Bill)  Miller,  43,  be- 
ame  the  third  chief  executive  in 
Textron's  colorful  40-year  history  last 
anuary  (Foubes,  Feb.  15),  and  he 
Das  just  inaugurated  what  he  calls 
phase  three"  in  the  company's  long- 
erm  growth  plans.  That's  his  label 
or  the  surprise  announcement   Nov. 

of  merger  talks  between  much- 
ought-after  United  Fruit  Co. 
Forbes,  Oct.  15)  and  Textron  Inc. 

Phase  One,  of  course,  was  when 
toyal  Little  took  a  small,  ailing  tex- 
ile   company   and   used   tax   shelters 


to  build  one  of  the  first  really  success- 
ful conglomerates.  Phase  Two  was 
when  Little's  successor,  Rupert  C. 
Thompson  Jr.,  acquired  literally 
dozens  of  small  and  medium-sized 
quality  companies  to  build  Textron 
from  sales  of  $383.2  million  to  last 
year's  nearly  $1.5  billion. 

With  the  United  Fruit  talks,  the 
whole  operation  escalates.  United 
Fruit's  assets  ($398.7  million)  are 
over  half  as  great  as  Textron's 
($669.7  million).  Bill  Miller  has  lost 
no  time  in  making  his  own  mark. 

"Frankly,  United  Fruit  came  on 
faster  than  we  had  expected,"  says 
Miller  apologetically.  "We've  been 
putting  together  our  plans  for  a 
phase-three  development  quite  inde- 
pendently. Normally  we'd  have  gotten 
ideas,  talked  things  over,  and  prob- 
ably six  months  from  now  we  would 
have  said,  'This  looks  like  the  right 
thing  to  do  next.' " 

In  its.  history  of  conglomerate 
acquisitions  (15  years)  Textron  had 
learned  to  stick  to  small  manufactur- 
ing firms  (under  $40  million  in  assets 
through  1967)  that  usually  dominated 
their  small  industries  and  consequent- 
ly showed  an  above-average  return  on 
equity.  After  founder  Royal  Little's 
initial  crop  of  nontextile  acquisitions 
in  the  mid-Fifties  yielded  some  lem- 
ons, he  brought  in  banker  Rupert  C. 
Thompson,  who  devised  this  rationale 
for   Textron's    development.    Thomp- 


F/eece.  Textron  got  its  second  wind 
(a  reported  $100  million)  by  selling 
off  the  assets  of  American  Woolen. 
Ex-lawyer  Miller  (left)  worked  on 
the  year-long  proxy  fight.  Now  rich 
and  respectable,  Textron  offers 
refuge  to  firms  like  President 
John      Fox's      (right)      United      Fruit. 


son  turned  Textron  from  a  specula- 
tion into  a  blue  chip.  In  time  he  won 
grudging  admiration  even  in  con- 
servative business  circles. 

While  conglomerates,  like  Ling- 
Temco-Vought  and  Gulf  &  Western, 
were  pursuing  acquisitions  ten  times 
the  size,  Bill  Miller  was  saying  in 
February  that  "our  policy  will  be 
just  what  it's  always  been.  We  aren't 
trying  to  make  a  big  splash."  But  that 
was  before  United  Fruit.  And  United 
Fruit,  according  to  Miller,  is  only  the 
beginning. 

"What  we  have  done  in  the  Sixties 
is  not  necessarily  adequate  to  perpe- 
tuate the  growth  we  aspire  to  in  the 
Seventies  and  Eighties,"  Miller  ex- 
plains, pointing  out  that  Textron  has 
added  over  $300  million  in  sales 
through  acquisitions  so  far  this  year. 
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"And  look  at  the  names:  Gorham  in 
silverware,  Fafnir  in  ball-bearings, 
Hridgeport  Machine  in  milling  ma- 
chines. Talon  in  zippers,  and  Polaris 
in  snowmobiles.  I  see  Textron  five 
years  from  now  as  a  company  with  at 
least  five  major  market  areas,  of  which 
the  present  Textron  and  United  Fruit 
will  be  two.  Wouldn't  it  be  nice  to  add 
one  a  year?  In  three  or  four  years  we 
could  do  a  terrific  job!" 

Miller  denies  that  he  has  been 
pressured  into  this  position  by  more 
aggressive  conglomerates  and  by  the 
increasing  scarcity  of  manufacturing 
acquisitions  that  meet  Textron's  high 
standards.  He  sees  his  world  as  differ- 
ent from  the  one  that  Rupe  Thompson 
or  Roy  Little  had  to  contend  with: 
"What's  happening  today  is  appar- 
ent— large  companies  being  taken 
over,  bids  being  made  for  them.'' 

With  about  $100  million  in  cash 
and  securities,  and  no  long-term  debt, 
United  Fruit  for  a  year  has  had  suit- 
ors   buzzing    around    like    fruit    flies. 


They  include  Dillingham  Corp.  (see 
p.  38),  AMK  Corp.,  Zapata  Off-Shore 
and  the  mysterious  International  Har- 
wood  (see  box,  opposite  page). 

Miller  says  it  is  not  the  cash  that 
is  the  main  appeal  of  the  company 
to  Textron.  "It's  the  reason  other  peo- 
ple have  been  bidding  for  United 
Fruit,"  says  he.  "Many  of  them  would 
have  to  use  that  cash  to  pay  off  the 
debt  they  incur  to  acquire  it,  while 
in  our  case  we  plan  to  merge  with 
stock  and  to  keep  the  combined  net 
worth  and  the  resources  available  for 
the  future."  Miller  doesn't  turn  his 
nose  up  at  all  that  cash,  however. 
"Textron  could  go  out  and  borrow 
$150  million  tomorrow.  But  combined 
we  have  access  to  over  $400  million, 
and  that  gives  us  the  resources  to  carry 
forward  this  new  phase  in  major  ac- 
tivities, you  see." 

Miller  also  explains  that  United 
Fruit,  under  President  John  M.  Fox, 
has  growth  plans  that  are  attractive 
to  Textron.  By  moving  into  food  serv- 


ice (drive-in  restaurants)  and  further 
into  processed  foods  (flavorings- am' 
syrups),  and  by  tightening  it.,  seriously 
troubled  banana  operations,  Fox  has 
helped  boost  UF  per-share  earning 
from  a  disastrous  6  cents  in  1963  tc 
$4  in  1967  (as  against  $2.60  in 
.1958).  "United  Fruit  is  attractive  as 
a  core,  a  base  in  the  promising' area 
of  food  service  and  processed  food- 
not  as  a  banana  company,"  says  Mil- 
ler. "They  make  a  good  return  or 
"  the  $220  million  in  net  assets  they 
have  actually  employed  in  the  busi- 
ness. It  is  within  shooting  distance 
of  our  own  standard,  which  is  25*J 
pretax." 

The  upshot  is:  The  aggressive  con- 
glomerates that  have  specialized  in 
blitz  takeovers  of  big  companies 
may  now  find  their  would-be  prey 
fleeing  to  Textron  for  sanctuary  with 
increasing  frequency.  As  Bill  Millt 
puts  it:  "Textron  is  a  good  home."  Het 
plans  to  add  several  big  new  wind 
for  future  guests.  ■ 


Giant  with  a  (Giant)  Headache 

Being  big  has  advantages  for  a  company.  It 
also  has  disadvantages.  Ask  Union  Carbide. 


A  few  fast  figures  tell  the  story.  Since 
the  end  of  1959  the  management  of 
Union  Carbide  Corp.  has  spent  $2.2 
billion  on  expansion  and  moderniza- 
tion, in  effect  doubling  its  plant  ac- 
count. The  result,  however,  has  been 
a  sales  increase  of  less  than  $900  mil- 
lion— about  40  cents  for  every  $1  in 
new  investment. 

The  consequences  have  been  all  too 
apparent  in  the  profit-and-loss  state- 
ment. Higher  overhead,  soaring  de- 
preciation (which  almost  doubled  to 
$231  million)  and  interest  charges 
have  eaten  heavily  into  profits.  Thus 
Carbide's  $2.2  billion  in  new  invest- 
ment and  $900  million  in  added  sales 
have  not  improved  earnings  per  share, 
which  last  year  (and  probably  this 
year)  were  lower  than  in  1959.  Most 
big  chemical  companies  have  their 
problems  these  days,  but  Carbide's  are 
a  little  more  than  most. 

From  this,  in  a  performance-minded 
stock  market,  dire  consequences  have 
followed.  Carbide's  stock,  as  high  as 
75  in  1965,  now  sells  around  45.  Stock 
options  held  1>\  top  management  are 
now  largely  worthless,  and  the  vari- 
able compensation  plan  that  disbursed 
$12  million  in  1966  was  down  to  $4 
million  last  year  and  this  year  will 
be  lower  still.  The  job  of  attracting 
— and  keeping — talented  management 
is  therein  greatlj  complicated. 


Aloson    of   Carbide 


The  man  in  this  executive  hot  seat 
is  chairman  and  chief  executive  Birny 
Mason  Jr.,  a  handsome,  amiable 
man  of  59  who  has  spent  his  entire 
working  life  with  Carbide.  Keenly 
aware  of  the  problem,  he  stoutly 
defends  the  basic  policies  that  have 
created  it.  "We  won't,"  Mason  insists, 
"sacrifice  our  long-run  position  just  to 
show  a  good  current  earnings  pic- 
ture." 

Mason  views  Carbide  as  a  conge- 
neric— that  is,  not  a  conglomerate  but 
a  diverse  company  with  a  strong  unify- 
ing force  in  its  basic  technology  in 
chemicals,  plastics,  metals,  gases.  "We 
are  about  as  diversified  as  a  company 
can  get,"  he  says,  "but  all  of  our  in- 
dustries are  tied  to  each  other  by  a 
common  thread:  our  technology.  The 
type  of  company  springing  up  today  is 
often  haphazard,  short-run  oriented 
and  not  very  profitable.  Why,  even 
in  one  of  our  poorest  years,  1967,  our 
profitability  was  higher  than  that  of 
most  conglomerates. 

"We  are  a  high-technology  company 
in  the  forefront  of  major  technological 
advances.  We  have  the  capability  and, 
I  might  add,  the  proven  record  of 
continuously  developing  new  products 
and  even  new  industries.' 

Thus  does  Mason  defend  the  multi- 
billion-dollar  expansion  program  as 
necessary  lor  the  maintenance  of  Car- 
bide's position  as  a  basic  supplier  of 
high-technology  raw  materials  to 
American  industry.  If  the  stock  mar- 
ket is  currently  taking  a  shorter  view, 
he  believes  it  is  the  stock  market,  not 
Carbide,  that  is  wrong. 
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WARWICK  HARWOOD'S  LITTLE  JOKE 


At  3:38  p.m.  EST,  Thursday,  Nov. 
7,  soon  after  Textron  announced 
plans  to  merge  with  United  Fruit, 
watchers  of  the  Dow-Jones  broad 
tape  suddenly  blinked.  "IXT'L 
HARWOOD  SEEKS  MAJORITY 
OF  TEXTRON  VOTING  STOCK" 
wrote  the  ticker  in  big  purple 
letters.  It  seemed  an  International 
Harwood  subsidiary,  American 
Harwood,  was  offering  5%  convert- 
ible debentures  for  control  of  Tex- 
tron in  a  $770-million  transaction 
— according  to  Harwood. 

"Who  the  hell  is  Harwood?"  was 
the  typical  response.  Answered 
Textron  President  Rill  Miller  acid- 
ly, "It's  a  joke." 

In  the  circumstances,  Miller's 
response  seemed  restrained.  Only 
two  weeks  earlier  International 
Harwood  (assets:  $2  million)  had 
bid  for  United  Fruit —  12  days  be- 


fore Textron 's  announcement. 

What  does  International  Har- 
wood President  Warwick  R.  Har- 
wood, 60,  say  in  reply?  "Rill 
Miller?"  Harwood  asked  vaguely. 
"The  president  of  Textron,"  Forbes 
explained.  Somewhat  huffily  Har- 
wood insisted  he  was  dead  serious. 
"American  Harwood  is  a  budding 
conglomerate,"  he  said. 

"Pudding"  is  the  word.  Ameri- 
can Harwood,  headquartered  in 
Carson  City,  Nev.,  was  incorpo- 
rated in  that  state  2/2  months  ago; 
its  only  assets  to  date  are  "some 
small  publishing  activities."  The 
parent  company  was  formed  some 
49  years  ago  by  Harwood  at  age 
11 — "but  under  parental  super- 
vision." (The  senior  Harwood  was 
in  the  pipe-organ  business.)  The 
company  started  as  an  importer  of 
auto  accessories,  gradually  began  to 


take  on  "consulting"  work.  Today  it 
claims  to  own  stock  in  "leading 
banks  and  manufacturing  com- 
panies" as  well. 

Little  is  known  about  Warwick 
Harwood  except  that  he  graduated 
from  MIT  in  1930,  did  some  grad- 
uate work  in  economics  at  Har- 
vard, spent  two  years  behind  bars 
on  a  grand  larceny  charge,  was 
paroled  in  1964.  "My  attorney 
told  me  to  say  I  was  locked  up  by 
adverse  political  forces." 

Is  Harwood  just  seeking  pub- 
licity? Perhaps.  Rut  in  offering  to 
create  debentures  to  acquire  big 
companies,  he  is  just  carrying  to  a 
logical  extreme  the  practices  of 
such  company-snatchers  as  Larry 
Tisch  of  Loew's,  or  Gulf  &  West- 
ern's Charlie  Rluhdorn.  The  paper 
Harwood  offers  in  trade  is  of  in- 
determinable value.  Rut  the  differ- 
ence is  merely  one  of  degree. 
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Mason  clearly  means  what  he  says 
vhen  he  scorns  the  conglomerate 
orm  of  corporation.  Much  of  his  en- 
;rgy  has  been  devoted  to  making 
Carbide  more  centralized,  to  take  ad- 
vantage of  this  great  technology  and 
)f  Carbide's  huge  cash  flow,  current- 
y  running  at  a  $400-million  rate. 

As  late  as  1949  Carbide  was  basi- 
:-all\  a  holding  company,  whose  main 
unction  was  harvesting  the  cash 
Bow  from  its  many  divisions  and  re- 
directing it  back  into  the  business 
where  the  board  thought  necessary. 
Mason  was  right-hand  man  to  Morse 
G.  Dial,  who  began  reorganizing  Car- 
bide as  more  of  an  operating  com- 
pany. This  reorganization  has,  in 
effect,  been  going  on  ever  since. 
Where  Carbide  was  once  made  up  of 
18  very  autonomous  divisions,  it  now 
has  three  major  domestic  groups. 

A  main  task  has  been  bringing  Car- 
bide's $771-million-a-year  internation- 
al operations  under  tighter  control. 
Previously  there  were  no  ties  between 
Carbide's  international  and  domestic 
operations.  It  took  Mason  over  a  year 
to  weld  foreign  operations  into  four 
geographic  units  directly  linked,  on  a 
staff  basis,  to  domestic. 

All  this  has  cost  money.  So  has  the 
fast  pace  of  the  expansion  process. 
For  example,  Carbide  poured  $200 
million  into  one  installation,  the  Taft, 
La.  petrochemical  project.  The  plant 
will  produce  ethylene  and  ethylene 
derivatives  used  in  a  variety  of  chemi- 
cal products.  Startup  problems  have 
cost  UC  an  estimated  40  cents  a  share 
since  the  start  of  1967.   Recause  of 


them  Carbide  has  been  unable  to  shut 
down  older  units  and  has  lost  sales 
or  been  forced  to  buy  products  for 
resale.  The  only  way  to  avoid  prob- 
lems like  this  is  by  not  expanding. 
Thus  at  least  part  of  Carbide's  failure 
to  earn  more  can  be  attributed  to  the 
inevitable  cost  of  expansion. 

To  Mason's  credit,  he  never  mini- 
mized the  problems  involved  in  a 
simultaneous  huge  expansion  program 
and  a  major  corporate  reorganization. 
"I  said  at  the  time  we  started,"  he  re- 
calls, "that  we  were  going  to  pay  a 
price  for  these  things." 

Recently  Mason  has  taken  several 
steps  to  alleviate  some  of  this  pressure. 
Earlier  irt  the  year  he  cut  back  1968's 
intended  capital  spending  of  about 
$450  million  by  some  $75  million  and 
is  doing  the  same  to  next  year's  capital 
budget.  Prior  to  that  the  company 
switched  from  reporting  to  sharehold- 
ers on  an  accelerated  depreciation 
basis  to  straight  line,  which  could 
aid  earnings  by  an  estimated  20  cents 
a  share. 

Aside  from  such  measures,  however, 
there  is  no  reason  to  expect  any  fast, 
dramatic  turnaround  in  Carbide's 
earnings.  Weak  prices  have  continued 
to  plague  Carbide  through  most  of 
this  year.  In  low-density  polyethylene, 
a  product  in  which  Carbide  ac- 
counts for  some  30%  of  U.S.  output, 
price  declines  have  cost  about  10 
cents  a  share  during  the  first  half 
of  the  year.  Last  year,  for  the  first 
time  in  more  than  20  years,  demand 
in  this  product  showed  no  growth, 
and  while  demand  picked  up  some- 


what in  1968,  400  million  pounds  of 
new  capacity  are  coming  on  stream 
by  the  end  of  this  year. 

Abroad,  Carbide  estimates  that 
price  declines  in  polyethylene  in  the 
first  half  cost  them  nearly  15  cents  a 
share.  Other  chemicals  continue  to 
show  weakness,  but  as  Mason  points 
out,  "There  now  appears  to  be  some 
semblance  of  stability  overall." 

Another  headache  for  Carbide  has 
occurred  in  its  highly  profitable  Linde 
industrial  gas  business.  In  on-site  gas 
supply,  prices  are  governed  by  long- 
term  contracts,  and  the  general  trend 
of  prices  at  which  new  contracts  are 
being  let  is  down.  In  the  merchant 
market,  where  gas  deliveries  are  made 
by  truck  or  train,  prices  are  running 
nearly  10%  below  those  of  a  year  ago. 

There  are  some  bright  spots.  One 
is  Carbide's  profitable  Consumer  Prod- 
ucts Division,  which  accounts  for 
about  10%  of  sales.  Says  Mason,  "Our 
Eveready  battery  operation  in  recent 
years  has  been  doing  very  well  be- 
cause of  new  developments  and  the 
surging  use  of  transistor  radios 
throughout  the  world."  In  just  four 
years  its  Glad  line  of  plastic  house- 
hold wraps  has  gone  from  almost 
nothing  to  become  the  leader,  ac- 
cording to  Mason,  and  its  "6-12" 
insect  repellent  and  its  "Quin- 
tessa"  jewelry  line  have  been  quite 
successful.  Will  Carbide  expand 
further  in  consumer  goods?  Says 
Mason,  "Marketing  is  an  area  we've 
had  to  get  into  in  recent  years. 
Rut    it    can't    be    done    overnight." 

The  big  question,  however,  is  when 
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will  Carbide's  heavy  capital  spending 
start  to  produce  results?  If  prices  drop 
only  modestly  and  competition  from 
lower-priced  imports  doesn't  get 
much  worse,  Carbide's  earnings  will 
probably  start  growing  again  by 
1969.  As  Mason  puts  it,  "We  have 
enormous  operating  leverage,  which 
works  for  us  just  as  strongly  as  it  has 
been  working  against  us  in  recent 
years."  Mason  can  also  count  on  a 
effective  tax  rate  of  about  40%  in- 
stead of  the  norma)  50%  because  of 
investment  credits  and  tax  breaks  it 
gets    for    building    plants    in    various 


parts  of  the  world. 

Where  does  Carbide  go  from  here? 
Its  chances  of  making  a  big  splash  in 
consumer  goods  in  the  near  future 
are  certainly  not  very  good.  It  ;s, 
therefore,  more  firmly  committed 
than  ever  to  its  basic  business  of 
supplying  advanced  raw  materials  to 
industry.  Here  Carbide  is  a  leader, 
not  a  laggard,  in  some  of  the  most 
promising  fields  of  technology:  cryo- 
genics, lasers,  oceanography,  nuclear 
energy,  the  newer  metals. 

The  trick  is  going  to  be  to 
apply  this  technology  in  such  a  way 


as  to  create  new  products  to  leaven 
its  older  ones,  the  kind  of  leavening 
that  makes  the  difference  in  industry 
today  between  merely  average  profits 
and  above-average  profits.  If  it  suc- 
ceeds, then  its  current  problems  will 
turn  out  to  be  just  a  discouraging 
phase  in  a  sound,  long-term  program. 
This  is  essentially,  then,  a  job  of  man- 
aging the  technology  and  capital  that 
already  exist.  Given  the  size  and  com- 
plexity of  Carbide,  it  is  not  as  easy  as 
it  looks.  Birny  Mason  and  his  aides 
have  quite  an  opportunity  and  quite 
a  challenge.  ■ 


Toward  the  Year  1900 

That  could  be  a  big  step  forward  for  U.  S.  railroads. 


At  the  recent  Washington  meetings 
of  the  Association  of  American  Rail- 
roads and  the  Railway  Progress  Insti- 
tute, much  of  the  "progress"  talk 
centered  on  making  the  railroads  the 
powerhouse  transportation  companies 
they  were  in  1900.  "Back  in  1900," 
says  Missouri  Pacific  President  Down- 
ing Jenks,  "the  Great  Northern  could 
take  a  shipment  from  Buffalo,  N.Y.  to 
Yokohama,  Japan.  They'd  use  their 
own  ships  on  the  Great  Lakes,  then 
their  railroad,  and  finally  their  own 
ships  again  on  the  Pacific.  That's  the 
business  we  should  be  in,  the  trans- 
portation business." 

Jenks,  of  course,  means  he'd  like  to 
be  in  more  than  railroad  transporta- 
tion. But  re-entering  other  forms  of 
transportation  is  a  complicated  busi- 
ness. The  Panama  Canal  Act  of  1912 
forced  the  railroads  to  divest  their  in- 
terests in  steamships  and  barges.  The 
Civil  Aeronautics  Act  of  1938  kept 
them  out  of  air  transport,  and  the 
Motor  Carrier  Act  of  1935  severely 
restricted   their   truck   acquisitions. 

The  rails  must  therefore  get  into 
other  modes  of  transportation  via  the 
side  door,  and  some  railroad  men 
claim  they  see  some  openings.  The 
biggest    one    lies    in    trucking.    The 


Motor  Carrier  Act  did  allow  the  rail- 
roads that  already  owned  trucking 
subsidiaries  to  keep  them.  But  any 
expansion  of  those  lines  is  firmly  con- 
trolled. A  big  restriction  is  that  most 
of  the  railroads'  trucks  can  haul 
freight  only  from  certain  "key  points" 
on  the  rail  line — this  to  insure  that 
these  trucks  will  only  supplement  the 
rail  operation. 

Many  railroadmen  claim  that 
nothing  can  be  accomplished  until  the 
law  is  changed — which  is  unlikely 
in  the  face  of  the  trucking  lobby.  But 
Jenks'  MoPac  has  the  third-largest 
rail-owned  trucking  fine,  after  the 
Southern  Pacific's  and  the  Santa  Fe's, 
and  he  is  not  easily  discouraged. 
He  reasons  that  while  the  Interstate 
Commerce  Commission  cannot  change 
the  law,  it  can  designate  the  key 
points  and  suspend  them  where  it 
deems  desirable. 

Operating  within  this  strategy, 
Jenks  petitioned  the  ICC  and  suc- 
ceeded in  getting  more  than  ten 
crucial  key  points  lifted  or  modified. 
This  has  encouraged  the  Southern 
Pacific  to  enter  a  petition  to  remove 
a  series  of  key  points.  "This  petition 
is  our  first  major  effort,"  says  SP 
President    Benjamin     Biaggini.     "It's 


Department  Store  of  Transportation?  Southern  Pacific  already  has  trucks 
and  pipelines,  would  like  to  add  ships  and  planes  to  its  transportation  mix. 


difficult  to  get  approval  and  often 
there  are  other  restrictions  tied  to  it." 
Santa  Fe  President  John  Reed  has 
also  made  similar  efforts,  though  so 
far  with  limited  success. 

Despite  the  difficulties,  however,  it 
is  certainly  worth  a  try  for  the  rail- 
roads. The  Santa  Fe  and  the  MoPac 
have  truck  routes  that  exceed  their 
rail  mileage  by  4,000-5,000  miles. 
The  SP's  truck  routes  run  27,000 
miles,  nearly  double  its  rail  mileage. 
Yet  Santa  Fe  trucks  last  year  con- 
tributed only  $1.8  million  of  the  com- 
pany's $18-million  net.  The  MoPac's 
trucking  line  netted  only  $836,000 
out  of  $23  million.  SP's  trucks  grossed 
$80  million  last  year,  but  even  SP's 
truck  profits  can't  come  close  to  equal- 
ing independent  truck  profits.  Oper- 
ating expenses  ate  up  $72  million  of 
the  $80  million. 

The  railroads  also  hope  to  get  into 
air  and  ship  transport  through  a 
wedge  in  freight  forwarding.  True, 
the  rails  cannot  presentiy  own  air- 
lines and  shipping  companies.  But 
there  are  good  profits  in  freight  for- 
warding, which  is  the  business  of  as- 
sembling high-rate  small  shipments 
into  low-rate  large  shipments.  Be- 
sides the  profit  potential,  the  railroads 
can  add  another  transportation  ser- 
vice and  possibly  generate  additional 
traffic  for  the  railroad  and  trucks. 

The  SP  and  the  MoPac  have  al- 
ready asked  for  CAB  permission  to 
enter  air  freight  forwarding.  "We 
want  to  get  our  foot  in  the  door," 
says  SP's  Biaggini.  The  SP  has  set 
up  a  marine  transport  subsidiary, 
which  will  forward  freight  from  its 
system  to  anywhere  in  the  world.  The 
MoPac  may  soon  announce  the  for- 
mation of  a  similar  subsidiary. 

None  of  these  moves  may  make  the 
railroads  the  "total"  transportation 
companies  they  would  like  to  become. 
But  after  years  of  talking  about  inter- 
modal  transportation,  it  appears  that 
some  rails  are  finally  trying  to  do 
something  about  it.  ■ 
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The  Tax  Laws,  Bless  'Em 

The  marriage  of  Montgomery  Ward  and  Container  Corp.  to  form  Marcor 
wasn't  made  in  heaven,   or  even  in  Chicago,  but  in   Washington. 


Ever  SINCE  Montgomery  Ward  &  Co., 
Inc.  and  Container  Corp.  of  America 
announced  in  July  that  they  were  talk- 
ing merger,  old  Ward  watchers  have 
been  asking  why.  Why  sh  >uld  a  hand- 
somely profitable  company  like  Con- 
tainer ( 1967  earnings  of  S33  million 
i63-million  sales)  want  to  go 
into  a  holding  company  with  a  com- 
pany like  Ward  that  is  hardly  profit- 
able (1967  earnings  of  only  $17  mil- 
lion on  $1.9-billion  sales)?  Yet  Con- 
tainer agreed  to  the  deal,  and  Marcor 
came  into  being  on  Nov.   1. 

Explanations  offered  by  both  Rob- 
ert E.  Brooker,  chairman  and  chief 
executive  of  Ward  as  well  as  of  the 
new  holding  company,  and  Leo  H. 
Schoenhofen,  chairman  of  Container 
and  president  of  Marcor,  sound  good 
without  really  explaining.  The  crea- 
tion of  Marcor,  they  say,  brings  to- 
gether some  top  managers  in  manu- 
facturing, distribution  and  marketing; 
to  use  the  fashionable  lingo.  Container 
and  Ward  have  combined  their  "crea- 
tive management." 

The  term  certainly  applies  to  Scho- 
enhofen and  Container  in  packaging. 
But  Ward?  Its  management  can  hardly 
create  sales,  much  less  profit.  The 
Ward  operation  that  once  stood  nose 
to  nose  with  Sears,  Roebuck  now 
ranks  far  behind  l>oth  Sears  and  J.  C. 
Penney  in  sales  and  earnings.  Last 
year  money-machine  Sears  (Forbes, 
Oct.  15)  had  a  profit  margin  of  5% 
and  Penney  made  3'.',  while  Ward 
posted  a  margin  of  0.9%. 

Special  Plus 

Vet  if  Ward  had  been  more  profit- 
able it  might  not  have  lured  Con- 
tainer, for  the  attraction  for  Container 
was  the  large  cash  flow  being  created 
by  Ward's  tax  deferrals.  Last  year 
Ward  had  $76  million  in  tax  defer- 
rals— nearly  enough  to  cover  Con- 
tainer's income  taxes  three  times  over. 

"One  of  the  things  that  made  this 
deal,"  says  Gordon  R.  Worley,  finan- 
cial vice  president  of  both  Ward  and 
Marcor,  "was  the  tax  deferral  avail- 
able to  Montgomery  Ward.  Our  earn- 
ings were  not  sufficient  to  utilize  our 
full  tax  deferral.  With  this  combina- 
tion [Marcor],  we'll  be  in  a  position  to 
bring  the  Container  earnings  under 
this  tax-deferral  umbrella,  and,  in 
effect,  we  will  be  able  to  defer  the 
federal  income  tax  on  Container's 
earnings  for  a  considerable  period  of 
time" — meaning  three  to  four  years. 

The  tax  deferrals   are  courtesy  of 


the  federal  tax  laws  as  they  apply  to 
Ward's  credit  business,  which  was  47% 
of  sales  last  year  and  will  be  about 
50%  this  year.  Credit  sales  are  reported 
but  the  income  on  them  need  not  be 
reported  until  collection  is  completed. 
Woriey  figures  that  Ward's  receivables 
should  create  a  total  tax  deferral  of 
about  $300  million  for  Marcor  over 
the  next  five  years. 

"Since  we  are  in  the  consumer- 
credit  business  and  our  receivables 
are  constantly  turning  over,"  Worley 
explains,  "as  we  collect  $1  million  we 
generate  another  $1  million  to  replace 
it.  As  long  as  we  continue  to  stay  in 
business  and  as  long  as  our  receivables 
continue  to  exist,  we  have  what 
amounts  to  a  permanent  deferral  of 
this  gross  income." 

Marcor's  management  can  use  the 
$75  million  or  so  in  new  cash  flow 
in  any  way  it  chooses:  to  expand  Con- 
tainer's operations,  to  expand  Ward's 
operations  or  to  make  acquisitions. 
Obviously,  here  the  advantage  is 
more  Container's,  since  Ward  was 
already  enjoying  the  cash  flow  thus 
generated  for  its  new-store-building 
program.  Says  Container's  Schoen- 
hofen: "To  be  very  plain,  the  basic 
advantage  to  Container  Corp.,  from 
the  stockholders'  standpoint,  is  that 
it  enables  us  to  extend  our  activity. 
There  was  some  question  in  our  mind 
in  looking  over  the  next  ten  years 
as  to  whether  we  would  be  able  to 
finance  our  expansion  just  to  keep  our 
market  position  [6%  of  total  U.S.  pa- 
perboard  production],  not  necessarily 
to  increase  it." 

But  to  get  this  advantage,  Schoen- 
hofen had  to  submerge  Container 
legally  as  a  consolidated  subsidiary  of 


Ward,  for  the  law  creating  the  tax 
deferrals  specifies  that  they  are  avail- 
able only  to  companies  dealing  in 
consumer  credit.  The  result  is  that 
Ward  is  the  surviving  corporation  in 
Marcor;  Ward  shareholders  own  about 
two-thirds  of  Marcor's  voting  stock. 

Personal  Benefit 

Schoenhofen,  however,  comes  out 
on  top.  By  going  with  Ward,  he  got 
away  from  all  six  of  the  other  com- 
panies that  he  says  wanted  to  acquire 
Container  this  year.  In  any  other 
merger  Schoenhofen  probably  would 
have  been  no  more  than  head  of  a 
subsidiary.  And  the  Marcor  merger 
was  made  with  the  understanding 
that  Schoenhofen,  53,  will  move  up 
to  the  chairmanship  of  Marcor  when 
Brooker  retires  in  two  years. 

Has  Ward,  then,  given  away  its  tax 
deferrals  to  Container  and  got  nothing 
in  return?  Brooker  of  Ward  says  no. 
"The  combination  of  Container  tal- 
ents," says  Brooker,  "will  bring  to 
Ward  a  new  look  at  the  way  we 
handle  retailing  and  the  way  we 
handle  the  catalog.  ...  If  you  bring 
in  someone  who  is  competent  and  has 
ideas  in  other  fields,  they  challenge 
your  ways  of  doing  business." 

Brooker  also  sees  Container's  idea 
men  helping  Ward  to  move  into  new 
areas  of  selling.  "They  have  some 
skills  in  direct  mail  that  I  have  been 
very  interested  in,"  says  Brooker.  "We 
have  a  strong  feeling  that  there  is  an 
opportunity  in  direct  mail." 

Vice  President  Worley  says  that 
for  the  short  term  the  greatest  ac- 
tion is  going  to  be  at  Montgomery 
Ward.  For  the  long  term  there  are 
greater  growth  opportunities  for  Con- 
tainer— especially  with  Schoenhofen 
becoming  chief  executive  of  Marcor. 
A  lot  will  depend  on  how  well 
Brooker  and  Schoenhofen  use  those 
tax  deferrals.  In  any  event,  old  Ward 
watchers  won't  find  the  future  dull.  ■ 


Chairman  Brooker 


Vice  President  Worley 


President   Schoenhofen 
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Pan  American  World  Airways 

Its  potential  is  glittering,  its  problems  severe.  To  realize  the  former  and  solve  the 
latter,  its  new  management  team  is  going  to  have  to  fight  hard  on  several  fronts. 


In  common  with  the  rest  of  the  air- 
lines industry,  giant  Pan  American 
World  Airways  has  been  taking  some 
hard  knocks.  In  the  first  three  quar- 
ters of  1968  its  revenues  rose  12? 
over  the  year  before  (to  $792.9  mil- 
lion), but  earnings  were  quite  an- 
other story.  They  dropped  from  $1.58 
;i  share  to  $1.15  a  share.  This  repre- 
sents a  decline  in  margins  from  a 
net  7.3%  to  4.9%.  Reflecting  this  and 
portents  of  further  troubles,  Pan  Am 
stock  now  sells  in  the  mid-20s,  a 
sharp  comedown  from  the  high  of  39 
set  just  over  two  years  ago. 

This  is  bad  enough.  Added  to  it,  the 
proudly  independent  Pan  Am  is  now 
experiencing  the  unwelcome  attention 
of  corporate  conglomerator  Charles 
Bluhdorn  and  his  Gulf  &  Western 
Industries.  G&W  bought  on  the  open 
market  some  6%  of  Pan  Am's  nearly 
33  million  shares  and  now  is  easily 
the  largest  single  stockholder. 

The  two  problems  are  connected. 
It  was  the  decline  of  Pan  Am  stock 
that  attracted  Gulf  &  Western,  anx- 
ious to  reinvest  some  of  the  cash  freed 


by  the  abandonment  of  recent  take- 
over attempts  (Armour  &  Co.,  Allis- 
Chalmers ) . 

Gulf  &  Western  hints  that  it  made 
the  investment  on  the  old  principle 
that  the  time  to  buy  is  when  every- 
body is  bearish.  Bluhdorn  has  made 
"investments"  in  the  past  that  ended 
up  being  takeover  bids,  and  there  are 
those  who  think  he  has  Pan  Am  in 
mind  for  his  corporate  harem.  There 
is,  however,  another  school  of  thought. 
This  says  that  Bluhdorn  hopes  to 
cash  in  on — perhaps  even  to  hasten 
— corporate  developments  that  may 
put  Pan  Am  stock  up  and  enable  him 
to  get  out  with  a  few  tens  of  millions 
of  dollars  in  capital  gains. 

A  merger  with  someone  else,  for 
example.  For  despite  its  troubles,  Pan 
Am  has  many  virtues  and  could  be 
a  handsome  merger  partner. 

Pan  Am  has  a  special  position  in 
the  mushrooming  travel  industry.  Its 
premier,  globe-circling  route  system 
takes  it  to  the  richest  cities  of  the 
world — London,  Paris,  Rome,  Berlin, 
Tokyo,  Johannesburg,  even  Moscow. 


Top  Pilot.  When  Juan  Trippe  retired  last  spring  after  41  years  of  auto- 
cratic rule  at  Pan  Am,  he  turned  the  airline  over  to  a  pilot  he  hired  in 
J 929,  Harold  E.  Gray  (right).  Gray  has  made  history— he  piloted  the  Yankee 
Clipper  on  its  first  transatlantic  flight  in  1939— but,  like  Trippe,  he  avoids 
the  public  eye.  He  lets  articulate  President  Najeeb  E.  Halaby  (left),  who  will 
succeed  him  when  he  retires  in   1971,  handle  the  public-speaking  chores. 


Its  international  business  is  four  times 
that  of  its  closest  U.S.  rival  on  the 
overseas  routes,  Trans  World  Airlines. 

It  is  by  far  the  world's  leading  car- 
rier of  air  freight,  perhaps  the  air- 
' lines'  biggest  potential  profit-maker. 
It  was  the  first  airline  to  fly  the  Boe- 
ing 707,  the  first  of  the  highly  profit- 
able commercial  jet  transports,  and  it 
will  be  the  first  to  fly  Boeing's  747, 
which  will  carry  nearly  three  times 
as  many  passengers  as  the  707  (362 
persons  vs.  135).  Pan  Am  was  the 
first  airline  to  diversify  into  hotels. 

Pan  American,  however,  has  had 
trouble  translating  all  this  potential 
into  profits.  Real  trouble.  New  Chair- 
man Harold  E.  Gray,  who  took  over 
last  May  from  founder  Juan  T.  Trippe, 
must  face  the  fact  than  Pan  American 
has  been  one  of  the  slowest  grow- 
ing of  the  nation's  seven  largest  air- 
lines, according  to  Forbes'  latest  esti- 
mates of  five-year  growth  in  both 
profits   and   sales. 

Pan  Am  hasn't  stood  still,  to  be 
sure.  Its  earnings  have  increased  an 
average  of  7.1%  in  the  last  five  years. 
Its  revenues  have  gone  up  an  average 
of  10%.  But  four  of  the  other  top  six 
carriers  have  had  better  earnings 
records — ranging  from  a  9.8%  average 
gain  in  earnings  for  American  Air- 
lines to  28.2%  for  Northwest. 

All  of  the  other  six  airlines 
grew  faster  in  revenues.  The  gains 
went  from  12.5%  for  American  to 
18.8%  for  Northwest.  This  slower 
growth  put  Pan  Am's  estimated  five- 
year  average  return  on  equity  at 
18.1%,  good  for  many  a  company  but 
below  average  for  an  airline. 

Best  Wasn't  Best 

Why  the  lag?  Well,  for  one  thing, 
Pan  Am's  exalted  position  as  an  in- 
ternational carrier — but  with  no  do- 
mestic routes — actually  has  worked 
against  it.  It  has  been  shut  out  of 
the  U.S.,  the  greatest  airlines  market 
of  them  all.  Pan  Am  President  Najeeb 
E.  Halaby,  53,  the  former  head  of  the 
Federal  Aviation  Agency,  puts  it 
simply:  "The  domestic  carriers  have 
had  an  opportunity  to  grow  more 
rapidly  than  have  international  car- 
riers, and  the  number  of  airlines  com- 
peting in  that  market  has  remained 
about  the  same."  The  number  of  ma- 
jor domestic  carriers  hasn't  changed 
since  the  1961  merger  of  United  and 
Capital. 

Meanwhile,    Pan    Am    was    getting 
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much  stiffer  competition  on  the 
routes  where  it  long  had  been  the 
undisputed  leader.  "We're  now  con- 
fronted all  over  the  world  by  strong 
individual  carriers,  such  as  Japan  Air 
Lines.  Qantas,  BOAC,  Air  France, 
KLM  and  Lufthansa,"  says  Halaby. 
"We're  also  confronted  by  pools  of 
carriers  that  operate  more  or  less  as 
cartels."  (There  are  about  13  such 
pools,  the  biggest  being  composed  of 
BOAC.  Air  India,  Qantas,  Air  Cana- 
da and  Air  New  Zealand.) 

More  important,  foreign  airlines 
get  financial  support  from  their  gov- 
ernments. "No  government  wants  to 
throw  money  away,"  says  Laurence 
S.  Kuter,  Pan  Am's  executive  vice 
president  and  No.  Three  man,  "but 
there  are  many  that  are  supporting 
airlines  for  prestige  purposes  only." 
These  "prestige  airlines,  such  as 
Iberia  and  Portugal's  TAP,  have  a 
problem  because  they  do  not  have 
enough  volume  for  real  operating  effi- 
ciency. They  are  high-cost  producers. 
It  is  thus  in  their  interest  to  prevent 
am  kind  of  price  competition  on 
international  routes.  This  they  accom- 
plish through  EAT  \ 

The  International  Air  Transport 
Association  is  a  kind  of  United  Na- 
tions of  the  air,  which  means  that 
small,  government-owned  airlines,  such 
as  Ethiopian  and  British  West  Indies, 
are  likely  to  swing  almost  as  much 
weight  as  such  giant  carriers  as  Pan 
Am  or  KLM.  "The  government-owned 
airlines  have  a  consistent  history  ol 
opposing  lower  rates  while  the  private- 
enterprise  international  airlines  have 
supported  them."  says  Kuter. 

An  a  result,  an  American  traveler 
leaving  from  New  York  in  summer 
pays  7.7  cents  a  mile  to  fly  to  Rome, 
7.6  cents  to  Paris  and  7.4  cents  to 
London.  But  he  would  pay  only  5.9 
cents  to  fly  to  Los  Angeles,  6  cents 
to  Chicago  and  6.5  cents  to  Miami. 

Pan  Am,  faced  like  everybody  else 
with  rising  costs,  no  longer  crusades 
for  sharply  lower  fares.  But  it  has 
been  as  aggressive  as  anybody  in  the 
business  in  promoting  reduced-rate 
group  fares  (as  much  as  42%  lower 
than  standard  fares)  and  now  is  re- 
sisting suggestions  that  over-all  rates 
be  raised.  This  at  a  time,  says  Presi- 
dent Halaby,  when  "nearly  every  one 
of  the  foreign  carriers  wants  to  raise 
fares  substantially." 

The  prestige  airlines  have  another 
weapon  to  use  against  more  efficient 
competitors:    route   restrictions. 

The  restrictions  aren't  as  pervasive 
as  the  high-fare  structure,  but  they 
do  hurt.  The  U.S.  Government  ne- 
gotiates bilateral  agreements  with 
every  country  to  which  its  airlines 
fly,  but  often  Pan  Am  has  to  settle 
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Latin  tag.  Juan  T.  Trippe  launched  Pan  Am  as  a  Latin  American  airline. 
But  today  Latin  America  contributes  little  to  profits.  For  several  reasons: 
The  average  route  is  short,  making  ground-support  costs  relatively  high; 
Pah  Am  uses  many  727s  on  the  routes  and  these  cost  more  to  operate  than 
the  707s  used  in  the  Atlantic  and  Pacific;  and,  most  important,  Pan  Am 
carries  relatively  little  mail—which  is  very  profitable— south  of  the  border. 


for  less  than  it  would  like.  The  Philip- 
pine government,  for  example,  insists 
on  restricting  Pan  Am  to  two  flights 
a  week  to  its  country. 

"The  demand  is  much  greater," 
President  Halaby  says.  "We'd  love  to 
put  at  least  four  or  five  flights  a  week 
through  to  the  Philippines."  But  the 
Philippine  government  wants  to  keep 
the  business  for  its  own  airline,  which 
has  five  flights  a  week  from  San  Fran- 
cisco to  Manila.  On  the  other  side  of 
the  world,  Ireland  won't  let  Pan  Am 
fly  from  New  York  to  Dublin  to  com- 
pete with  its  own  Aer  Lingus. 

"Peru  wants  to  charge  us  $362  for 
each  flight  over  its  territory  for 
landing  charges,"  says  John  T.  Shan- 
non, Pan  Am  senior  vice  president  of 


operations.  "But  we  don't  land  there. 
We  haven't  paid  that  one  yet,  we're 
fighting  it." 

As  a  result  of  all  these  things, 
Pan  Am's  share  of  the  international 
market  has  eased  off  from  27.3%  in 
1962  to  26.5%  in  1967. 

Pan  American  also  has  a  seasonal 
problem.  All  airlines  must  build  up 
their  fleets  to  handle  the  big  summer- 
vacation  traffic.  This  leaves  most  of 
them  with  a  considerable  surplus  of 
seats  during  the  winter.  But  Pan  Am 
has  a  supersurplus.  This  is  because 
about  70%  of  all  its  passengers  are 
vacationers  us.  about  30%  for  the  do- 
mestic airlines.  The  domestic  carriers 
have  their  steady  business  travel  to 
keep  them  going  during  the  winter, 
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but  not  Pan  Am.  The  result  is  pre- 
dictable enough:  Pan  American  al- 
ways loses  money  in  February,  and 
often  in  January. 

Beat  the  Clock 

The  clock  also  works  against  an 
international  airline.  Because  it  op- 
erates long  flights  through  several 
time  zones,  Pan  Am  can't  try  to  in- 
crease its  market  share  with  a  favorite 
trick  of  the  domestic  airlines — fre- 
quency of  flights.  If,  for  example, 
Delta  wants  to  get  a  bigger  share  of 
the  San  Francisco-Dallas  market,  it 
can  increase  the  number  of  its  flights 
between  the  two  cities.  The  hope  is 
that  the  new  departure  times  will  at- 
tract passengers  from  its  competitor 
on  the  route,  American  Airlines.  Pan 
Am  can't  do  this  as  readily.  The  time 
changes,  which  upset  passengers' 
stomachs  and  sleep,  restrict  Pan  Am 
departures  and  arrivals  to  relatively 
few  periods  during  the  day. 

Then,  too,  Pan  American  lias  high 
labor  costs.  "We  are  competing  with 
airlines  whose  pay  scales  are  one- 
third  ours,"  says  Kuter.  For  example, 
Pan  Am  pays  its  new  agents  $520 
a  month,  Lufthansa  $197,  Japan 
Air  Lines  $193  and  Air  France  $145. 

Pan  Am  also  has  some  new  sources 
of  woe.  For  one,  it  is  about  to  be  faced 
with  more  competition  from  other 
U.S.  carriers  as  a  result  of  President 
Johnson's  soon-to-be  announced  deci- 
sion in  the  Pacific  route  case. 

This  competition  will  be  biting  into 
Pan  Am's  richest  market.  The  Pacific 
area — helped  by  substantial  airlifts  of 
troops,  cargo  and  mail  to  Vietnam — 
produced  an  average  of  50%  of  Pan 
Am's  profits  in  1963  through  1967. 
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Want    An    Airline?    Pan    Am 
plans  to  sell  a  fleet  of  aircraft 
larger   than   Northeast's.    Why? 
To  make  room  for  the  25  giant 
747s  (below)  ro  be  delivered  in 
1969  and  1970.  These  362-pas- 
senger  planes  would  add  50% 
to    Pan   Am's    capacity   were   if 
not  for  the  sale  of  41  DC-8s  and 
707s.  Even  at  that,  Pan  Am  will 
have  increased  capacity  by  35% 
in    the    next    year    and    a    half. 

These  earnings  have  offset  the  very 
marginal  profits  on  its  Latin  American 
routes  (see  chart  on  p.  29)  as  well  as 
declining  profits  due  to  tougher  com- 
petition on  the  Atlantic  from  TWA, 
BOAC  and  Lufthansa. 
,  Pan  Am's  Pacific  profits  could  feel 
a  pinch  too  if  the  Vietnam  war  ends. 
Military  charter  business  now  accounts 
fos.  about  12%  of  operating  earnings. 
However,  Pan  Am  expects  any  reduc- 
-tion  in  this  business  would  come 
.  about  gradually. 

Then  there  are  the  huge  orders  for 
new  planes  now  in  the  pipeline.  Pan 
Am  is  going  to  be  faced  with  a  rapid 
buildup  of  capacity  starting  late  next 
year.  It  will  take  delivery  of  25 
giant  747s  in  the  ten  months  be-> 
tween  October  1969  and  July  1970. 
The  bill:  about  $600  million.  That's 
the  equivalent  of  buying  about  68  of 
the  smaller  707s,  and  it  will  increase 
Pan  Am's  passenger  capacity  by  35% 
(see  chart  on  left) . 

Then  there  is  the  supersonic  trans- 
port. President  Halaby  takes  the 
optimistic  view:  "There  will  be  very 
few  trips  that  can  then  be  said  to 
take  too  long,"  he  says.  "Long-range 
trips  are  today  pretty  much  an  un- 
tapped market." 

But  there  is  another  side  to  it. 
Laurence  Kuter  says,  "We  have  grave 
doubts  about  the  economics  ot  the 
Concorde  [the  British-French  SST 
version]  and  there  are  greater  doubts 
about  the  economics  of  the  U.S.  ver- 
sion [Boeing's]  right  now."  Still  Pan 
Am  expects  to  get  its  Concordes  start- 
ing in  1973  or  1974  and  its  Boeing 
SSTs  in  1975  or  later.  The  Concordes 
will  cost  about  $20  million  each,  the 
U.S.  version  perhaps  twice  that.  Thus 
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Hire  him  at  your  own  risk. 
Or  lock  him  out  of your 
company  by  using  this: 
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If  you  are  searching  for  a  key  executive 
right  now,  all  you  have  is  a  Problem. 
Would  you  like  to  try  for  a  Disaster? 
Hire  a  counterfeit  executive. 

Strangely  enough,  the  chances  are  al- 
most one  in  ten  that  you  will  employ  a 
dangerous  counterfeit  for  the  job.  No 
one  can  blame  you.  The  man  will  be 
glib,  intelligent,  persuasive.  He  will  be 
personable  —  even  charming.  He  may 
have  excellent  references.  And  even 
"psychological  testing"  won't  reveal  his 
true  nature. 

But  once  on  your  executive  staff,  he 
will  produce  little  and  destroy  more.  He 
may  have  a  ruinous  effect  on  your  com- 
pany's morale.  He  may  attract  other 
counterfeits 

The  counterfeit  executive  has  always 
been  with  us.  But  only  recently  has  a 
scientific,  analytical  method  been  de- 
veloped for  unmasking  him.  It's  the 
"simulation''  interview,  and  it's  one  of 
the  many  techniques  that  distinguish 
Einstein  Associates  from  any  other  ex- 
ecutive search  firm  \ou  have  ever  used 
or  even  heard  about. 

In  fact,  the  Einstein  method  of  execu- 
tive recruitment  differs  from  old-fash- 
ioned techniques  as  a  laser  beam  differs 
from  candlelight.  It  uses  a  combination 
of  specification  analysis,  data  retrieval, 
motivation  study,  evaluation,  and  testing 
to  supply  "key  men  to  management." 

Does  this  seem  like  too  much  time 
and  trouble? 

Not  when  you  consider  the  critical 
importance  to  business  of  finding  the 
right  man  and  finding  out  the  wrong. 
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And,  surprisingly  enough,  this  far  more 
sophisticated  approach  usually  produces 
results  in  weeks.  The  typical  recruiting 
firm  asks  for  months  to  find  your  man. 
The  reason  for  this  astonishing  speed 
and  thoroughness  is  the  fact  that  Ein- 
stein Associates  employs  a  systems  ap- 
proach to  executive  recruitment.  This 
s\ stems  approach  uses  these  elements: 

1.  Specification  analysis,  that  evaluates 
the  job,  sometimes  more  accurately  than 
even  the  clients'  own  definition.  It  ana- 
lyzes not  only  the  position,  but  the  com- 
pany, in  order  to  find  candidates  with 
the  most  potential  for  success. 

2.  Executive  identification,  a  PERT 
( Program  Evaluation  Review  Technique) 
system  unique  in  the  field,  which  enables 
Einstein  Associates  to  find  and  identify 
by  name,  address,  age,  title,  and  present 
employer,  any  key  executive,  in  any 
function,  in  any  industry  in  the  U.S. 

3.  Motivation  analysis,  that  discreetly 
and  confidentially  determines  the  best 
way  to  attract  qualified  men  to  your 
company. 

4.  In-depth   evaluation   interview,   that 


probes  not  only  the  business  and  tech- 
nical background,  but  all  aspects  of  the 
candidate's  character. 

5.  The  "simulation"  interview,  a  con- 
densed duplication  of  an  executive's  on- 
the-job  experiences  and  decision-making 
situations.  It  pinpoints  the  abilities  of  a 
man,  and  unfailingly  discovers  the  coun- 
terfeit, the  misfit,  the  "problem"  execu- 
tive. 

As  a  result,  Einstein  Associates  can 
bring  its  clients  a  total  evaluation.  The 
report  that  comes  to  your  desk  is  the 
most  comprehensive  you  have  ever  seen 
—  not  a  "resume"  or  "background"  or 
"opinion,"  but  a  meticulously-detailed 
analysis  of  character,  abilities,  strengths, 
weaknesses,  even  advice  on  the  best 
utilization  of  the  man.  And  we're  so  con- 
fident of  its  professional  accuracy,  that 
Einstein  Associates  guarantees  perfor- 
mance on  a  long-term  basis.  Terminate 
any  recommended  executive  within  a 
year,  and  Einstein  Associates  will  con- 
tinue the  search  at  no  additional  cost. 

If  you  are  in  need  of  an  executive,  in 
any  field,  in  any  capacity,  at  any  loca- 
tion, Einstein  Associates  can  help  you. 
Our  method  will  lock  the  company  door 
on  counterfeits  —  and  open  it  for  the 
genuine  executive  your  company  needs. 
Even  if  you  have  no  immediate  problem, 
it  will  be  worthwhile  to  get  to  know  Ein- 
stein now.  You  can  be  sure  that  every 
communication  will  be  held  in  confi- 
dence, as  it  has  been  for  the  many  major 
American  companies  who  have  used 
our  key. 

For  more  information,  call  or  write 
Mr.  J.  Marc  Savage,  Executive  Vice 
President.  Telephone:  (212)  867-8700. 
405  Lexington  Avenue,  New  York,  New 
York  10017. 


Einstein  Associates 

Personnel  Consultants 

^k  KEY  MEN  TO  MANAGEMEI^ 
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Opportunities.  Pan  American's  profitability  can  be  boosted  in  the  future 
by  the  707  jet  freighter  (being  loaded  above)  and  by  more  hotels  like  the 
Siam  Intercontinental  in  Bangkok,  Thailand  (below).  Pan  Am's  freight  busi- 
ness would  be  more  profitable  if  the  company  flew  its  freighters  more  than 
54%  full  as  it  does  now.  Harold  L.  Graham,  vice  president  for  cargo  sales, 
sees  more  volume  being  generated  from  perishables.  "There's  no  reason 
why,  if  avocados  are  falling  on  the  ground  in  Uruguay  in  January,  they 
shouldn't  be  sold  in  the  New  York  market,"  he  says.  Pan  Am  doesn't  open 
hotels  just  to  make  sure  that  its  own  passengers  have  a  place  to  stay. 
Twenty  of  the  52  it  has  opened  or  plans  to  open  are  in  cities  like  Mel- 
bourne, Australia  and  Dublin,  Ireland  that  aren't  on  Pan  American  routes. 


Pan  Am  is  committed  to  a  major 
gamble,  and  no  man  can  say  how  it 
will  turn  out. 

Why,  then,  has  Gulf  &  Western 
seen  fit  to  put  a  $40-million  bet 
on  Pan  Am's  future?  For  the  simple 
reason  that  Pan  Am  is,  in  many  ways, 
a  sleeping  giant.  Quite  clearly,  Charlie 
Bluhdorn  would  like  to  wake  it  up. 
But  so  would  the  present  manage- 
ment, revitalized  in  1965  with  the 
bringing  in  of  Jeeb  Halaby. 

One  of  Halaby's  tasks  will  be  to 
fill  the  35%  growth  in  capacity  that 
Pan  Am  is  bringing  in  with  the  huge 
747s.  This  will  require  merchandis- 
ing. Already  Pan  Am  has  helped  get 
lower  transatlantic  fares  through 
IATA  for  off-peak  Monday-through- 
Thursday  travel.  This  was  so  success- 
ful that  the-  airline  was  usually  carry- 
ing more  passengers  in  the  midweek 
than  it  was  on  the  weekends.  Pan 
Am  now  has  another  idea  on  how  to 
fill  seats  that  might  otherwise  go 
empty.  James  Montgomery,  vice  pres- 
ident for  passenger  sales,  tells  how  it 
would  work:  "We'd  figure  out  that 
we'd  have  so  many  thousand  seats 
that  we  would  not  sell  at  a  certain 
time.  Then  we'd  sell  them  to  tour 
operators  who  would  take  the  risk 
on  them.  The  cost  would  be  much 
lower,  of  course." 

Pan  Am  also  has  high  hopes  for 
improving  its  air-freight  business. 
Being  an  overseas  airline,  it  competes 
primarily  with  far  slower  ships  and  is 
already  doing  fine  in  freight.  Only 
American  has  as  big  a  share  of  its 
revenues  coming  from  freight  as  Pan 
Am.  It  was  11%  for  both  carriers  in 
1967.  But  for  United  it  was  only  7.2%, 
for  TWA  6.2%  and  for  Eastern  3.2%. 

"An  airplane  full  of  cargo  will  gen- 
erate more  revenues,  on  most  routes, 
than  an  airplane  full  of  passengers," 
says  Harold  L.  Graham,  Pan  Am  vice 
president  for  cargo  sales.  The  growth 
of  the  industry  freight  business  has 
slowed  but  is  still  rising  at  the  rate 
of  about   15%  a  year. 

The  high  cost  of  freight  is  coming 
down,  13%  from  1962  to  1967.  This 
will  help  Graham  fill  all  the  new 
cargo  space  he  is  getting.  "Our  vol- 
ume is  purely  a  function  of  price," 
he  says,  "and  we're  in  a  down-price 
trend  while  every  other  mode  of 
transportation  is  in  an  up-price  trend." 
The  747  jumbo  jet  should  accelerate 
this  price  trend.  "The  747  can  carry 
a  full  load  of  passengers,  plus  60,000 
to  70,000  pounds  of  cargo.  That's  as 
much  cargo  as  I  can  carry  today  on 
the  707  freighter.  In  essence,  you're 
towing  a  jet  freighter  along  with 
every  one  of  these  passenger  planes. 
And  you  get  this  at  a  minimum  cost." 

Without  U.S.  routes,  however,  Pan 
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What  we  make  today 
makes  tomorrow  possible 


Inner  space.  The  world  beneath  the  depths  of  the 
sea.  Here  lies  an  almost  unimaginable  wealth  of 
minerals,  food,  even  living  space.  The  last,  mysteri- 
ous frontier  for  men  rapidly  consuming  the  re- 
sources of  the  land.  To  aid  in  the  exploration  and 
development  of  the  oceans,  Engelhard  Minerals  & 


Chemicals  is  continually  adding  to  its  nearly  3,000 
products  of  the  gold,  silver  and  platinum  family 
. . .  and  various  ferrous  and  non-ferrous  ores,  metals 
and  minerals.  All  available  in  forms  that  make  to- 
day profitable,  tomorrow  possible.  Keeping  ahead 
of  your  business  is  our  business. 


MINERALS  A  CHEMICALS  CORPORATION 

113  Astor  Street,  Newark,  New  Jersey  07114 
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on  micro-miniature 
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peak  performance  of 
pommunications  and 
Bctronic  equipment  in 
nyspheres,  submarines. 
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Oceanographic  tem- 
perature measure- 
ment systems  assure 
fast  response  at  great 
depths. 

Turbine  nozzles,  tem- 
perature measure- 
ment systems  for 

research  craft,  work- 
boats,  auxiliary 
power  units. 


Calcined  aluminum 
silicate  eliminates 
cause  of  failure  in 
finished  high  voltage 
undersea  cable  in- 
sulation. 

Corrosion  control, 
anti-fouling  systems 

for  ocean  craft  equip- 
ment such  as 
condensers,  heat 
exchangers,  piping. 


High  purity  metals  for 

vacuum  metallurgy. 

Kaolin  extenders  and 
colloidal  attapulgite 
thixotropic  agents 

improve  water-tight, 
air-tight  sealant  and 
caulking  compounds. 


Deoxo 
atmosphere 
purifiers  control  oxy- 
gen levels  and  other 
impurities  in  deep  sea 
breathing  atmospheres. 

Precious  metal  contacts 

meet  all  needs  for  high 
electrical  conductivity,  corro- 
sion resistance  in  submarine 
appliances,  switching 
equipment. 

Attapulgite  drilling  clays 

form  stable  suspensions  for 

drilling  oil  wells  at  the 

ocean  bottom. 


\  Combustion  heads  for 

\  high  and  low  pressure 

\  boilers  in  research 

.  '  \*  craft,  work  boats. 
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Ores  of  tantalum, 
columbium, 
beryllium,  and  rare 
earths  for  use  in 
•        sona  and  other 
oceanographic  elec- 
tronic devices. 


Silver  brazing  alloys 

assure  high  sheer  strength, 

reliability  in  structural 

joints  of  deep  sea  craft. 

Copper,  zinc,  nickel 
and  monasite  for  sea  vessel 
and  platform  construction 
and  equipment  uses. 

Titanium  and  metal 
alloys  for  use 
in  deep  submergence 
research  vessels 
and  similar 
craft. 


Nice,  but  Risky.  Pan  Am's  Falcon  (above)  has  the  lead  in  the  business  jet 
market  right  now,  but  the  business  tends  to  be  cyclical.  "Sales  come  in 
spurts  as  you  come  out  with  new  models,"  says  James  B.  Taylor,  who  heads 
this  division  for  Pan  Am.  The  competition  is  rough  too,  with  Gates'  Learjet, 
North  American  Rockwell's  Sabreliner  and  Lockheed  Aircraft's  Jetstar 
fighting  for  market  share.  Pan  Am  is  much  more  at  home  wrestling  with 
problems  such  as  how  to  get  300  or  so  passengers  and  their  baggage  onto 
the  upcoming  747  (below)  and  off  again  with  as  little  delay  as  possible. 


Am  will  continue  to  be  at  the  mercy 
of  subsidized  competition.  As  Execu- 
tive Vice  President  Kuter  says: 
"We've  never  had  any  faint  indication 
that  the  Civil  Aeronautics  Board 
would  give  us  authority  for  domestic 
routes.  They  give  authority  to  any 
number  of  domestic  carriers  to  enter 
the  international  business,  but  no 
authority  to  this  international  carrier 
to  enter  the  domestic  business." 

Pan  Am  has  tried  to  get  domestic 
routes  from  time  to  time,  but  the  CAB 
has  always  said  no.  The  latest  refusal 
was  on  Pan  Am's  1965  application  for 
the  New  York-Miami  route.  The  route 
went  to  North 

Gray  and  Halaby,  however,  will 
probably  try  again.  Pan  Am  made  it 
clear  in  the  Pacific  route  hearings  that 
if  the  new  competition  hurts  its  prof- 
its, it  would  seek  domeslic  routes. 
Merger  with  a  domestii 
be  a  way  to  achieve  this.  This  possi- 
bility may  seem  remote  right  now, 
but  things  could  change.  If  the  do- 
mestic airlines  industry  should  get 
into    real    trouble    because 


costs,  for  example,  the  CAB  might 
just  prefer  to  keep  a  sick  domestic 
carrier  alive  by  giving  it  to  Pan  Am. 
This  might  be  considered  better  than 
reducing  domestic  competition  by 
giving  it  to  a  domestic  airline. 

But  perhaps  Pan  Am's  greatest  un- 
tapped lode  is  diversification.  It  al- 
ready has  a  world-wide  string  of  41 
hotels,  operates  the  Cape  Kennedy 
missile  range  for  the  Air  Force,  sells 
a  very  fine  French-made  business  jet 
and  has  set  up  smaller  divisions  to 
develop  small  airports  and  small 
Foreign  airlines. 

But  diversification  so  far  hasn't 
been  too  important  to  Pan  Am's  prof- 
it picture.  The  nonairline  operations 
had  revenues  of  $187  million  (in  addi- 
tion to  the  $950  million  from  airline 
operations)  in  1967.  But  all  this  pro- 
duced just  $1.8  million  in  profits  plus 
$500,000  in  net  hotel  profits,  which 
aren't  consolidated.  The  biggest  non- 
airline  division,  missile  range  opera- 
tions, had  1967  volume  of  $112  million 
but  only  earns  about  1%  of  revenues 
(though  the  return  on  investment  is 


good,  Halaby  says).  On  the  other 
hand,  TWA's  Hilton  International 
hotel  subsidiary  alone  contributed 
$4.9  million  to  that  airline's  earnings 
last  year. 

In  the  years  ahead  Pan  Am's  hotel 
business  may  produce  higher  profits. ' 
"We  just  started  to  make  real  profits 
from  the  hotels  two  or  three  years 
ago,"  says  John  B.  Gates,  vice  presi- 
dent of  development  for  Pan  Am. 
"But  now  we're  growing  so  fast,  earn- 
ings will  probably  take  a  back  seat  to 
growth  for  a  while."  Seven  years  ago, 
Intercontinental  had  only  11  hotels, 
all  in  Latin  America.  The  1968  year- 
end  total  will  be  42,  with  ten  others 
under  construction  or  contract.  "There 
are  dramatic  room  shortages  in  some 
European  cities  and  they'll  get  worse 
with  the  747,"  says  Gates. 

Pan  Am  delivered  its  first  Falcon 
(a  $1.5-million,  ten-passenger  jet 
made  by  France's  Avions  Marcel  Das- 
sault) in  August  1965.  Two  years 
later  the  Falcon  was  far  and  away 
the  biggest  seller  in  the  field.  Fifty- 
six  Falcons  were  sold  worldwide  in 
1967,  42  by  Pan  Am  as  Western 
Hemisphere  agent.  Lockheed's  Jet- 
star  was  a  poor  second  with  17  sales. 

James  B.  Taylor,  vice  president  for 
this  division,  says  2,200  to  2,400  more 
business  jets  will  be  sold  in  the  next 
ten  years  (there  are  about  700  in  use 
now),  with  Pan  Am  selling  about 
450  of  them.  A  nice  piece  of  change, 
but  Pan  Am  is  only  the  sales  agent 
and  service  agent,  not  the  manufac- 
turer. 

Which    Way? 

And  so,  Harold  Gray  and  Jeeb 
Halaby  face  a  situation  far  more 
sophisticated  than  the  one  in  which 
Juan  Trippe  built  Pan  American  from 
a  barnstorming  operation  into  a  car- 
rier of  the  U.S.  flag  to  the  far  corners 
of  the  globe.  Pan  Am,  willingly  or 
not,  now  finds  itself  in  the  mainstream 
of  American  corporate  life.  Long  ago 
it  learned  to  live  with  international 
and  domestic  politics,  with  technolog- 
ical change  and  the  perils  of  diversifi- 
cation. But  it  has  never  had  to  contend 
with  a  Bluhdorn  before.  And  even  if 
the  conglomeratist  doesn't  expect  a 
takeover,  he  expects  to  make  a  profit 
on  G&W's  Pan  Am  stock.  Nothing 
would  make  Pan  Am's  management 
any  happier,  of  course,  than  to  im- 
prove earnings,  raise  the  stock  price 
and  let  Bluhdorn  sell  out  at  a  good 
profit.  But  there  are  no  quick  cures 
for  Pan  Am's  problems.  And  suitable 
merger  partners  that  could  blunt  any 
G&W  takeover  bid  are  hard  to  find. 

So,  what  does  management  do? 

An  interesting  company.  In  an  in- 
teresting   time.  ■ 
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Introducing  the  Christmas  gift  nobody's  ever  gotten  before. 

This  is  the  very  first  Christmas  you  can  give  the  very  last  word  in  Bourbon:  Seagram's  Benchmark. 
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Gift  wrapped  at  no  extra  charge, 
of.  Joseph  E.  Seagram  &  Sons,  Louisville,  Ky. 


If  you  have  plans  for  a  country, 


read  this. 


There's  quite  a  temptation  that  seems 
to  go  with  starting  a  country,  or  for  that 
matter  a  new  administration  in  an  old 
countn- . 

The  temptation  is  to  start  off  with 
something  everybody  can  see  (a  sta- 
dium or  a  dam,  for  instance)  to  show 
the  people  they're  getting  something. 
Whether  they  need  it  or  can  pay  for  it  is 
one  of  those  questions  that  just  doesn't 
come  up. 

And  this  is  what  makes  the  Philip- 
pine government  all  the  more  remark- 
able. Because  the  first  thing  the  Phil- 
ippine administration  is  building  is  the 
peso. 

They're  creating  a  market  for  Treas- 
ury bills. 

This  highly  sophisticated  technique 
of  financing  allows  excess  short-term 
money  to  be  invested  profitably  in  the 
government.  And  it  can  be  reconverted 
into  cash  when  necessary,  a  fact  which 
strengthens  the  government's  credit 
image. 

In  full  operation,  a  bill  market  per- 
mits the  Philippine  government's  Cen- 
tral Bank  to  expand  or  contract  credit. 
To  combat  inflation.  And  ultimately  to 
develop  a  financial  market  in  which 
short-term  bills  and  long-term  H| 
bonds  can  be  readily  floated  and  ^m 
traded.  (This  means  more  oper-  W 
ating  capital  for  the  government.)   ■■ 


The  Philippine  government  turned 
to  the  Bancom  Development  Corpora- 
tion, the  Philippine  affiliate  of  Bankers 
Trust. 

Bancom's  young  president,  Sixto  K. 
Roxas,  had  already  served  in  a  number 
of  top  government  economic  posts.  So 
once  his  government  accepted  the  idea 
of  Treasury  bills,  Roxas  was  fully  pre- 
pared to  move. 

He  brought  in  Bankers  Trust's  Her- 
man Frenzel,  an  authority  in  govern- 
ment securities.  Working  with  Bancom, 
this  New  York  banker  helped  develop  a 
manual  of  procedures  and  ultimately  to 
mastermind  a  bill  market  closely  re- 
sembling that  of  the  U.S.,  Britain  and 
Canada,  world  centers  for  short-term 
money. 

This  kind  of  consultancy  won't  make 
Bankers  Trust  rich.  But  it  does  widen 
our  business  contacts. 

And  it  enables  us  to  help  our  other 
clients  in  their  Philippine  operations. 

So  if  you're  with  a  company  that's 
doing  business  overseas  or  wants  to,  or 
if  you're  the  representative  of  a  govern- 
ment seeking  private  technical  assist- 
ance in  the  financial  field,  why  not 
contact  Bankers  Trust? 
H        Whenever  a  financial  question 
I   involves   another   country,   you'll 
S    find  our  people  and  our  foreign 
■i    affiliates  good  bankers  to  know. 


You'll  find  an  international  banker  at  Bankers  Trust. 

Member  Federal  Deposit  Insurance  Corporation  ©  Bankers  Trust  Company 


Bring  on  the  Big  Five 

Hawaii's  liveliest  company,  and  soon  probably  its  lar- 
gest, is  not  one  of  the  islands'  well-known  Big  Five  com- 
panies but  an  old  family  outfit  called  Dillingham  Corp. 


FOR  many  decades  Hawaii's  busi- 
ness life  was  dominated  by  the  so- 
called  Big  Five  companies — Castle  & 
Cooke,  Alexander  &  Baldwin,  Amfac, 
C.  Brewer  and  Theo.  H.  Davies.  They 
derived  their  power  from  tight  family 
control,  a  web  of  interlocking  direc- 
torates and  their  traditional  grip  on 
Hawaii's  two  basic  industries,  sugar 
and  pineapples. 

But  there  was  always  a  sixth  fair- 
sized  family  outfit  in  construction, 
real  estate  and  transportation  that 
since  1961  has  borne  the  name  of 
Dillingham  Corp.  It  was  started  in 
1889  by  a  New  England  seafaring 
man  named  Benjamin  F.  Dillingham 
and  run  from  1902  until  1955  by  his 
son,  Walter  F.  Dillingham.  The  Dil- 
linghams  built  dozens  of  major  build- 
ings in  Hawaii,  started  the  islands' 
first  railroad,  dredged  out  the  ship 
channels  at  Pearl  Harbor  and  filled 
in  the  coastal  swamp  that  today  is  the 
Waikiki  resort  area.  But  lacking  entree 
into  sugar  and  pineapples,  the  Dilling- 
hams  never  achieved  the  power  and 
status  of  the  Big  Five. 

Disturbing   Scenery 

All  this  began  to  change  one  day 
in  1960  when  Lowell  S.  Dillingham, 
grandson  of  the  founder  and  presi- 
dent since  1955,  surveyed  for  the 
thousandth  time  from  his  Honolulu 
headquarters  building  the  breathtak- 
ing Oahu  landscape,  from  Diamond 
Head  west  across  Waikiki  and  down- 
town Honolulu  on  out  past  Pearl 
Harbor  to  Barber's  Point.  But  on  that 
day  Dillingham  says  he  was  struck 
by  a  sobering  thought:  "I  could  see 
almost  everything  we  owned,"  he  re- 
calls. "It  dawned  on  me  for  the  first 
time  thai  we  simply  had  too  many 
ol   our  c'^gs  in  one  basket." 

Today,  eight  years  and  some  25 
acquisitions  later,  Dillingham  takes  a 
back  seat  to  nobod)  in  the  islands.  Its 
revenues  have  soared  from  SIS  mil- 
lion in  L962  to  the  present  $325-mil- 
lion  rate,  its  profits  from  16  cents  a 
share  to  around  90  cents.  In  only  two 
years  its  common  stock  has  popped 
up  from  ()   to  around   33. 

Soon  Dillingham  Corp.  should  be- 
come Hawaii's  largest  company  \1- 
read)  it  is  bigger  than  tour  of  the 
Big  Five;  only  Castle  &  Cooke's  esti- 
mated fiscal  1968-69  revenues  of  close 
to  $400  million  are  greater.  Had  its 
proposed  acquisition  of  United  Fruit 
gone  through  a  few  weeks  back,  add- 


Millionaire's  son  Lowell  Dil- 
lingham could  have  spent  his 
days  at  his  sprawling  home 
overlooking  Honolulu,  playing 
polo,  raising  quarter  horses 
and  hunting  on  his  private 
game  preserve.  But  he  would 
rather  be  remembered  for  his 
own  achievements.  "Even 
after  I  left  Harvard  and  work- 
ed on  our  barges,"  Dilling- 
ham says,  "I  ate  lunch  stand- 
ing up  lest  anyone  think  I  was 
resting  on  my  father's  laurels." 


ing  another  $500  million,  Dillingham 
would  already  rank  as  the  islands' 
revenue  leader. 

Dillingham  also  stands  out  from 
the  Big  Five  as  the  only  big  Hawaiian 
company  that  has  produced  second- 
and  third-generation  family  manage- 
ment. The  rest  are  now  run  by  hired 
managers,  some  imported  from  the 
mainland.  Dillingham  is  still  a  family 
affair.  Walter  Dillingham,  who  died 
in  1963  at  88,  brought  his  father's 
enterprises  from  the  brink  of  bank- 
ruptcy in  1902  to  peak  revenues  of 
$20.5  million  before  retiring  in  1955. 
Since  then  son  Lowell  has  busied 
himself  converting  the  old  family 
companies  into  a  lively  conglomerate. 


Eager  to  live  up  to  his  heritage, 
Harvard-educated  Lowell  Dillingham 
moved  to  consolidate  the  family's 
power  base  after  reaching  the  sober- 
ing too-many-eggs-in-a-basket  conclu- 
sion that  day  in  1960.  The  next 
year  he  merged  all  its  operations^ 
under  the  Dillingham  Corp.  name. 
But  profits  were  barely  over  $2  mil- 
lion and  its  tightly  held  stock  sold 
at  only  a  moderate  price/earnings 
ratio,  hardly  the  stuff  an  acquisitor  is 
.made  of.  So  he  began  lopping  off 
profit-poor  operations,  while  he  took 
dead  aim  at  the  company's  narrow 
construction  margins  by  pushing  what 
he  calls  the  "DilcoPlan." 

The  DilcoPlan  aims  to  fatten  prof- 
its and  generate  new  business  by 
marrying  Dillingham's  real-estate  de- 
velopment and  management  talents 
to  its  construction  skills.  Under  it, 
Dillingham  not  only  constructs  a 
building  for  a  client;  it  also  helps  draw 
the  plans,  arranges  the  financing,  se- 
cures tenants  and  manages  the  com- 
pleted building.  In  return  for  these 
services  it  charges  additional  fees, 
and  it  is  removed  from  the  rough- 
and-tumble  of  competitive  bidding. 

Then  the  company  began  venturing 
onto  the  West  Coast  of  the  U.S.  and 
into  Canada,  using  its  construction 
and  real-estate  activities  as  the  wedge, 
while  also  expanding  an  earlier  stake 
in  Australia.  Gradually  the  company 
became  better  known,  and  its  profits 
and  stock  price  rose.  Then,  besides 
this  geographical  diversification,  it 
began  acquiring  and  expanding  in 
other  fields:  oceanography,  petroleum 
products,  mining  and  electrical  goods. 
Today,  at  57,  Lowell  Dillingham 
heads  a  fast-growing  conglomerate 
that  is  willing  to  go  almost  as  far 
afield  as  bananas. 

What  for  an   Encore? 

The  "almost"  refers,  of  course,  to 
Dillingham's  abortive  bid  for  United 
Fruit,  which  controls  some  55%  of 
the  U.S.  banana  market.  Lowell  Dil- 
lingham had  long  had  his  eye  on 
United  Fruit.  Its  profit  improvement 
in  the  last  five  years,  its  S96-million 
cash  account,  its  lack  of  long-term 
debt  and  its  low  price/earnings  multi- 
ple all  made  it  an  attractive  takeover 
candidate.  But  Dillingham  shrank 
from  entering  the  up-and-down  ba- 
nana business  until  events  forced  his 
hand. 

At  a  family  wedding  reception 
early  in  September  a  Harvard  class- 
mate of  his  brother,  Senior  Vice  Pres- 
ident Ben  Dillingham  II,  drew  Lowell 
aside  and  told  him  United  Fruit  was 
receiving  serious  acquisition  feelers. 
If  Dillingham  was  interested,  he  had 
better  get  cracking.  Then,  in  late 
September,  New  York's  AMK  Corp. 
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This  is  GLEN  ALDEN  CORPORATION 


Glen  Alden  is  an  exciting,  aggres- 
sive  new  corporation  resulting  from 
the  consolidation  of  several  well- 
known  organizations  into  one 
company.  Names  recognized  every- 
where by  consumers  are  part  of  the 
Glen  Alden  structure.  Names  like 
Playtex  in  foundation  garments  and 
family  products,  B.V.D.  and  Alli- 
gator in  apparel,  Schenley  Indus- 
tries in  distilled  spirits  and  wines 


...  all  are  an  integral  part  of  Glen 
Alden.  Each  plays  a  leading  role 
in  its  particular  field... a  role 
known  and  acknowledged  by  con- 
sumers everywhere. 

In  addition  to  the  consumer  field  the 
Glen  Alden  organization  includes 
great  names  in  industry:  Philip 
Carey  in  building  supplies;  and 
RKO-Stanley  Warner  in  entertain- 
ment and  motion  picture  theaters. 


Each  of  Glen  Alden's  components 
is  an  outstanding  name  in  its  indi- 
vidual field  and  each  contributes 
to  the  overall  Glen  Alden  effort. 

Out  of  this  consolidation  Glen 
Alden  has  emerged  as  a  vital  new 
entity  with  a  wide  range  of  operat- 
ing strengths. 

Executive  Offices:  1740  Broadway, 
New  York,  N.Y.  10019. 


announced  it  had  bought  close  to  10% 
of  UF's  stock  in  the  open  market.  Days 
later  Houston's  Zapata  Off-shore  Co. 
made  a  tender  offer  for  a  majority  of 
the  stock. 

Quickly  Dillingham  countered  with 
a  .$702-miHion  tender  offer,  which  he 
raised  to  $771  million  ten  days  later. 
"Between  the  cash  and  tlie  absence 
of  debt  we  saw  a  way  to  lay  our  hands 
on  as  much  as  $350  million  in  liquid 
capital,"  says  Dillingham,  who  could 
have  used  that  kind  of  money  for  more 
acquisitions.  Dillingham  seemed  to 
have  the  inside  track.  But  on  Oct.  22 
he  suddenly  backed  out,  citing  legal 
and  tax  obstacles  that  made  the  ac- 
quisition "impractical."  In  early  No- 
vember Textron  (see  p.  23)  made  an 
offer  for  United  Fruit  that  has  been 
approved  by  both  boards. 

One  of  Dillingham's  problems  with 
the  United  Fruit  merger  was  which 
company  would  be  the  survivor.  And 
Dillingham  was  not  interested  enough 
in  UF  to  be  willing  to  surrender  the 
family  name. 

But  what  bothered  Dillingham 
most  was  the  effect  the  acquisition 
might  have  on  his  own  company's 
growth  and  stock  price.  Large  in- 
stitutional shareholders  raised  a  howl 
over  the  prospect  of  having  nearly 
two-thirds  of  revenues  in  the  banana 
business,  which  at  best  grows  by  only 
a  few  per  cent  a  year.  "So  we  acquire 
United  Fruit  and  show  a  big  jump 
in  sales  and  earnings  this  year,"  says 
Dillingham.  "What  do  we  do  for  an 
encore  next  year,  and  the  year  after 
that?"  He  could  see  his  growth  rate, 
and  his  carefully  nurtured  price/ 
earnings  multiple  of  40,  swiftly  com- 
ing unstuck.  "I  decided  we  could  do 
better  by  acquiring  smaller  compa- 
nies and  growing  more  steadily,"  he 
concluded. 

Building   Profits 

What  makes  Dillingham's  rate  of 
earnings  growth  so  important  is  that 
its  profit  margins  are  still  low — only 
about  3%  on  sales  and  under  9%  on 
equity.  Knock  out  its  growth  trend, 
and  very  little  is  left  to  support  its 
stock  price.  The  problem  is  that  well 
over  half  of  Dillingham's  revenues, 
for  all  its  acquisitions,  still  comes  from 
its  construction  business,  where  profit 
margins  are   thin. 

Tims  Dillingham  is  pushing  his 
DilcoFlan  with  added  vigor  these 
days  to  beef  up  earnings.  Undoubted- 
ly profits  would  already  have  gone 
higher  had  they  not  been  burdened 
by  two  huge  projects  undertaken  for 
the  company's  own  account — the  new 
43-story  Wells  Fargo  building  in  San 
Francisco  and  the  second  phase  of  the 
sprawling  155-store  Ala  Moana  shop- 


Own  Besf  Client.  Dillingham 
doesn't  wait  for  clients  to 
knock  on  the  door.  It  con- 
ceived the  new  43-story  Wells 
Fargo  building  in  San  Fran- 
cisco, sold  the  bank  the  idea, 
then  did  all  the  construction 
and  related  services.  The 
same  is  true  of  the  1,000- 
room  hotel  that  Dillingham 
soon  will  build  in  downtown 
Los  Angeles'  Bunker  Hill  re- 
development area.  By  such 
means  Dillingham  often  man- 
ages to  lessen  the  ups  and 
downs  of  the  construction 
cycle  and  generate  addi- 
tional income  from  both 
construction      and      services. 


ping  center  in  Honolulu,  the  world's 
largest. 

These  showcase  projects  are  just 
beginning  to  yield  profits  on  a  .  $45- 
million  investment,  but  they  seem 
to  be  paying  off  in  new  business.  Over 
half  of  Dillingham's  present  construc- 
tion business  in  Hawaii  has  -  been 
generated  under  the  DilcoPlan.  The 
company's  total  construction  backlog 
now  stands  at  $254  million  vs.  $194 
million  a  year  ago. 

Looking    Abroad 

Barring  another  United  Fruit,  con- 
struction is  likely  to  remain  Dilling- 
ham's principal  business  in  the  im- 
mediate future.  By  far  its  biggest 
acquisition  this  year  was  of  Gordon  H. 
Ball,  Inc.,  a  $70-million  California 
builder.  Another  was  Los  Angeles' 
William  Simpson  Construction  Co., 
which  has  a  $50-million  contract  to 
build  the  production  facilities  for 
Lockheed's  L-1011  airbus.  Dillingham 
will  also  handle  all  of  the  construc- 
tion for  the  $205-million  Mauna  Kea 
resort  development  on  the  big  island 
of  Hawaii,  in  which  it  is  also  a  joint 
owner  with  Laurance  Rockefeller  and 
Eastern  Air  Lines. 

Dillingham  still  has  a  roving  eye, 
however.  Earlier  this  year  he  bought 
Sacramento's  California  Liquid  Gas 
Corp.,  a  $33-million  supplier  of 
liquefied  petroleum  gas.  Currently  he 
is  studying  the  possibility  of  building 
a  new  petroleum  refinery  in  Hawaii 
to  compete  with  Standard  Oil  of  Cali- 
fornia, which  owns  the  only  refinery 
in  the  islands.  He  has  started  several 
small  joint  mining  ventures  in  Austra- 
lia and  Canada  for  titanium  dioxide 
and  zirconium,  and  from  his  eager 
talk  he  would  obviously  like  to  get 
further  into  mining. 

The  members  of  Hawaii's  Big  Five 
look  on  with  mixed  skepticism  and 
envy  as  Dillingham  forges  ahead. 
"Lowell  may  wake  up  some  day  and 
find  he's  been  moving  too  quickly," 
jibes  President  Malcolm  MacNaughton 
of  Castle  &  Cooke,  whose  Standard 
Fruit  &  Steamship  would  have  ranked 
a  distant  second  behind  Dillingham 
in  bananas  if  the  United  Fruit  acquisi- 
tion had  gone  through. 

Lowell  Dillingham  himself,  whose 
family  has  taken  a  back  seat  to  the 
Big  Five  for  decades,  argues  uncon- 
vincingly  that  his  aim  is  not  to  grow 
bigger  than  his  Hawaiian  rivals.  "Of 
course,  it's  satisfying  to  see  that  we're 
already  larger  than  most  of  them," 
he  admits.  "But  the  name  of  the  game 
is  not  size,  but  how  much  money  you 
make."  On  that  score  it  need  hardly 
be  pointed  out  to  Lowell  Dillingham 
that  Castle  &  Cooke  this  year  will 
earn  almost  twice  as  much  money  as 
Dillingham  Corp.  ■ 
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Nice,  neat  rest  rooms  are  appreciated.  So  is  the 
quality  of  Fort  Howard  rest  room  tissue.  Quality 
you  can  depend  on  roll  after  roll.  The  only  thing 
nicer  than  the  colors  it  comes  in  is  its  softness 
-the  softness  of  the  finest  facial  tissue  at  a 
reasonable  price.  You  get  service  you  can 
depend  on,  too,  from  the  Fort  Howard  Paper  Man, 
He's  "Mr.  Dependable,"  the  paper  wholesaler 
who  makes  sure  you  get  service  as  dependable 
as  the  quality  of  our  paper  towels,  napkins, 
toilet  tissue  and  printed  paper  place  settings. 


Fort  Howard 
Paper  Company 


MR.  DEPENDABLE' 


Green  Bay,  Wisconsin 


AMERICAS  MOST  USED  PAPER  PRODUCTS  AWAY  FROM  HOME 


FORT  HOWARD 
PAPER  MAN 
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Most  computers  compute. 

We  specialize  in 
computers  that  communicate. 


Our  computers  get  you  the  facts  fast.  From  where  they're 
happening  to  where  you  are.  And  without  waiting.  RCA  Spectra  70 
Computers  really  deliver.  Efficiently,  flexibly,  reliably.  That's  the 
RCA  idea.  One  reason  is  RCA's  communications  experience. 
Nearly  50  years  of  it. 

When  you  use  a  Spectra  70,  you  can  communicate  from  hundreds 
of  locations— across  the  room  or  across  the  country— concur- 
rently. And  it  all  happens  so  fast,  you  can  do  your  production 
processing  in  the  meantime.  And— very  important— you  can 
probably  use  the  remote  terminals  you're  using  now.  So  you  won't 
have  to  retrain  your  personnel.  Or  disturb  your  procedures. 

To  go  with  our  computers,  we  have  a  complete  line  of  easy-to-use 
peripherals.  Video  data  displays.  Teleprinters.  High-speed 
remote  printers  and  card  readers.  Computer-to-computer  facil- 
ities. And  we  have  programs.  Our  Multi-Communications  System, 
for  example,  lets  you  run  a  number  of  programs  at  the  same  time. 

The  sum  of  the  parts  is  a  superior  system  for  message  switching. 
Data  collection.  Data  dissemination.  Inquiry/response.  And  more. 

All  this  has  the  support  you'd  expect  from  RCA.  Our  systems 
specialists  will  help  design  your  system,  train  your  personnel  and 
bring  the  system  into  full  operation. 

Communicate  with  us.  RCA  Information  Systems,  Camden, 
New  Jersey  081 01.  (609)  424-2385. 
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Faces  Behind  the  Figures 


Roy  Disney,  Donn  latum,   E.   Cordon    Walker 


Disney's  Executors 

When  its  founder  died  in  Decem- 
ber 1966,  the  question  was:  Could 
Walt  Disney  Productions  survive 
without  Walt  Disney?  Rarely  has 
a  $137-million  company  depended 
so  much  on  the  brains,  the  taste, 
the  energy  of  a  single  man. 

Walt's  death  left  a  power  vac- 
uum. His  75-year-old  brother  Roy 
Disney,  the  company's  financial 
man,  tried  to  fill  it  as  both  chair- 
man and  president  while  half  a 
dozen  younger  men  vied  for  suc- 
cession. Last  month  two  of  them 
emerged  as  victors.  Donn  B. 
Tatum,    55,    a    former   ABC    tele- 


vision executive  who  joined  Disney 
in  1956,  took  over  as  president. 
E.  Cardon  Walker,  52,  a  30-year 
Disney  marketing  and  movie-mak- 
ing veteran,  became  executive  vice 
president  and  chief  operating  of- 
ficer. Roy  Disney  will  remain 
chairman  and  chief  executive,  but, 
says  Tatum,  "Card,  on  the  operat- 
ing side,  and  I,  on  the  administra- 
tive side,  will  no  longer  clear  day- 
to-day  decisions  with  Roy."  Roy 
Disney  will  concentrate  on  the 
$165-million  initial  financing  for 
the  Walt  Disney  World  Amuse- 
ment Park  and  experimental  city 
project  near  Orlando,   Fla. 

But  there  is  still  a  question  on 


the  creative  side.  Profits,  down 
18%  in  1967,  bounced  back  by 
26%  for  the  year  through  Sept.  28 
to  $3.08  a  share,  on  a  17%  gain  in 
revenues  to  $137  million.  But  this 
was  largely  on  the  strength  of 
films  and  projects  started  by  Walt. 
What  of  the  future?  There  is 
still  a  backlog  of  Walt  Disney- 
inspired  projects,  notably  Walt 
Disney  World  and  the  Mineral 
King  Recreation  Area  in  Cali- 
fornia's Sierras.  The  long-range 
question  remained:  Will  the  new 
bosses  merely  be  executors,  as  it 
were,  of  the  Disney  inheritance? 
Or  can  they  add  a  creative  spark 
of   their   own?  ■ 


Managers,  Not  Engine  Wipers 

Says  Southern  Railway  President 
W.  Graham  Claytor,  "The  prob- 
lems the  railroads  lace  today  are 
not  how  to  make  the  trains  run. 
Our  biggest  problem  is  how  to  deal 
with  the  Government.  In  tliis  in- 
dustry a  lot  of  men  go  from  en- 
gine wiper  to  president,  but  too 
often  they  know  more  about  en- 
gine-wiping  than   management." 

Claytor  is  no  engine-wiper.  \ 
1933  graduate  of  the  University  of 
Virginia  and  later  of  Harvard  Law 
School,  Claytor  rose  to  the  top  via 
his  specialty,  acting  as  counsel  for 
regulated  industries.  He  came  to 
the  Southern  in  L963  to  head  its 
legal  department  and  succeed  d 
the  hard-driving  D.  William  Bros- 
nan  as  chief  executive  last  j  ear, 

Pre-Claytor,  the  Southern's  top 
management    consisted    almost 


W.  Graham  Claytor 


tirely  of  Bill  Brosnan;  he  kept  his 
fingers  in  almost  every  aspect  of 
the  railroad's  operations  and  spent 
much  of  his  time  away  from 
Southern's  Washington  headquar- 
ters touring  the  system.  Claytor 
believes  in  delegating  operating 
authority  and  concentrating  on 
broad  general  policy  matters. 

In  a  year  when  most  of  the  na- 
tion's railroads  are  hardly  doing 
well  with  profits,  the  Southern 
is  a  standout  exception:  In  the  first 
nine  months  of  1968  its  net  in- 
come was  up  20%,  easily  the  best 
of  the  top  rails.  The  continued 
above-average  growth  of  the  rail- 
road's territory  helped,  and  so  did 
the  superbly  equipped  and  main- 
tained plant  that  Bill  Brosnan  left 
behind.  All  of  which  frees  Claytor 
from  wiping  engines  so  he  can 
concentrate  on   the   big  picture.  ■ 
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Sam    Wyly 


Young  Man  in  a  Big  Hurry 

Swi  Wyly's  motto  is,  "It  you 
can't  join  em,  lick  em."  Having 
tried — and  tailed — (Fohbes,  ]unc 
I  |  to  merge  his  own  tiny  data- 
processing  company  (assets:  $42 
million )  with  giant  Western  Union 

assets:  $741  million  I ,  the  presi- 
dent of  University  Computing  has 
now  asked  the  Federal  Communi- 
cations Commission  to  let  him  get 
into  the  communications  business 
himself.  Specifically,  Wyly  has  ask- 
ed the  1"(  ( I  for  permission  to  ac- 
quire Transamerica  Microwave, 
which  transmits  TV  signals  up  and 
down  the  West  Coast,  tie  wants  it 
not  for  its  CATV  but  because  it 
can  also  transmit  computer  data. 

Acquiring  Transamerica  would 
put  Wyly  in  competition  not  only 
with     Western     Union     but     with 

American  Telephone  &  Telegraph 
as  well.  Tliis  does  not  in  the  least 
faze  this  34-year-old  man  who, 
in  five  short  years,  has  built  Uni- 
versity Computing  from  a  second- 
hand Control  Data  computer  to  a 
company  with  a  market  value  of 
more  than  $600  million,  around 
170  times  earnings,  about  four 
times  as  much  as  that  of  Western 
Union.  He  believes  he  can  lick  'em 
both,  because,  he  says,  microwave 
can  transmit  digital  signals  (used 
by  computers)  better  and  more 
cheaply  than  either  telephone  or 
telegraph  wires.  "Historically,"  he 
says,  "the  phone  companies  have 
aimed  their  facilities  at  carrying 
voice    [analog]    signals.    In    order 


to  really  service  our  customers,  we 
need  much  better  data  transmis- 
sion than  we're  now  getting." 

Wyly  has  a  plan  to  get  a  little 
more  muscle  for  his  company  by 
acquiring  Gulf  Insurance  Co.  of 
Dallas  through  a  swap  of  stock.  If 
the  plan  goes  through,  it  will 
broaden  University  Computing's 
capital  base  and  thereby  give  him 
more  borrowing  capacity. 

The  arrogance  of  youth?  Pos- 
sibly so.  But  you  don't  get  things 
done  in  this  world  by  sitting 
around  worrying  about  what  the 
big  boys  could  do  to  you.  ■ 

Oh,   That  Jangling  Telephone! 

John  F.  Burditt  winces  every  time 
the  telephone  rings  these  days.  It 
could  bring  news  of  an  unwelcome 
merger  or  takeover  bid.  "It's  very 
unnerving,"  sighed  the  chairman 
and  chief  executive  of  ACF  Indus- 
tries. "I  knew  when  the  day  came 
to  call  oft  the  merger,  our  stock 
would  zing  down  and  everyone 
would  call  wanting  to  marry  us." 

Burditt,  a  young-looking  50, 
had  just  seen  negotiations  collapse 
to  merge  ACF  with  Williams 
Brothers  Co.,  a  $99-million  heavy 
construction  outfit  that  specializes 
in  pipelines.  This  was  to  be 
neither  a  conglomerate  merger 
nor  a  forced  one.  It  looked 
like  a  natural  fit.  "A  products  pipe- 
line isn't  too  different  from  railroad- 
car  leasing,"  explains  Burditt.  But 
closer  inspection  failed  to  reveal 
enough  long-term  advantages. 

ACF  stock  took  a  sharp  dip  from 
59%  %to  48%  following  the  Sept. 
18  announcement  that  the  deal 
was  oft.  It  gradually  climbed  back 
up  to  where  it  was.  Later,  ACF 
announced  it  would  raise  its  divi- 
dend 10$  as  of  Dec.  13.  Still,  the 
news  of  the  broken  engagement 
was  enough  to  keep  John  Burditt's 
telephone  ringing. 

"But  we're  not  a  sick  old  com- 
pany that  somebody  can  come  in 
and  do  a  job  on,"  Burditt  protests. 
"There's  not  a  lot  of  fat."  That's 
an  understatement.  ACF's  operat- 
ing profit  margins  have  marched 
steadily  up  from  5.9%  in  1960  to 
21.2%  in  its  last  fiscal  year 
(through  Apr.  30),  thanks  pri- 
marily to  fast-growing  car-leasing 
profits  (which  alone  will  nearly 
cover  ACF  dividends  this  year). 
Moreover,  despite  a  two-year 
downturn   in   rail-equipment  sales, 


ACF's  greatly  scaled  down  car- 
building  facility  is  solidly  in  the 
black,  as  are  its  carburetor  and 
valve  divisions. 

Although  ACF's  low  P/E  multi- 
ple (about  15)  leaves  it  vulnerable 
to  takeover,  Burditt  is  cautious 
about  seeking  refuge  in  further 
conglomeration.  ACF  learned  some 
hard  truths  about  hasty  acquisitions 
in  the  mid-Fifties.  "We're  not  at 
all  bashful  about  acquisitions,"  says 
he,  "but  I  would  hate  to  be  run- 
ning into  a  merger  just  to  protect 
myself  from  a  ghost.  The  history 
of  acquisitions  makes  it  abundantly 
clear  that  one  had  better  be  over- 
cautious." (Nonetheless,  on  Nov. 
14  ACF  did  make  a  tender  offer 
for  smallish — $20  million  in  esti- 
mated 1968  sales — Polymer  Corp., 
a  plastic  producer.) 

[ohn  Burditt  reasons  that  ACF, 
whose  1967  sales  were  $277  mil- 
lion, net  profits  $22  million,  could 
go  it  alone.  But  reason  doesn't  al- 
ways prevail  these  days.  "This  is 
an  era  of  riots,"  he  observes.  "It's 
an  era  of  business  riots,  in  terms  of 
takeovers  by  people  who  may  or 
may  not  know  what  they're  doing, 
all  done  with  numbers  and  mirrors. 
It's  not  going  to  last  forever.  What 
you  hope  to  do  is  to  survive  the 
storm."  Meanwhile,  the  telephone 
keeps  jangling.* 

John  F.   Burditt 
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Faces  Behind  the  Figures 


Volkswagen,  Look  Out! 

A  year  or  so  ago  U.S.  automen 
were  only  vaguely  aware  of  a 
slender,  UCLA-educated  Japanese 
named  Shoji  Hattori,  the  president 
of  Los  Angeles-based  Toyota  Motor 
Distributors,  Inc.  Today  they  know 
his  name  and  know  it  well.  For  the 
U.S.  marketing  arm  of  Japan's  big 
and  growing  Toyota  Motor  Co. 
(sales  $1.3  billion)  is  hot. 

From  a  standing  start  three 
years  ago,  Toyota's  U.S.  sales  have 
soared  to  80,000  in  1968.  In  that 
brief  period  Toyota  has  swept  past 
all  competition  in  the  import  field 
except  General  Motor's  Opel  and, 
of  course,  Volkswagen.  This  year 
Toyota  has  been  outselling  Opel 
by  considerable  margins  in  every 
month  since  September. 

In  fact,  Hattori  talks  quite  seri- 
ously about  catching  up  with 
Volkswagen,  which  is  far,  far 
ahead  with  annual  U.S.  sales  of 
around  500,000  cars.  How?  With 
the  Toyota  Corolla  model  that  the 
company  added  this  August  to  its 
slightly  more  expensive  Corona 
(P.O.E.  price:  $1,870)  and  Crown 
(P.O.E.  price:  $2,765)  models. 
The  Corolla,  priced  from  $35  to 
$111  cheaper  than  VW,  depend- 
ing on  the  port  of  entry,  is  aimed 
right  at  VW.  "In  three  or  four 
years,"  says  Hattori,  "we  want  to 
be  as  big  as  VW  in  the  U.S." 

Very  brave  talk  indeed.  General 
Motors  has  recently  announced 
plans  to  come  out  with  a  VW- 
sized  auto.  Volkswagen  is  certain- 
ly not  going  to  sit  still. 

Hattori,  who  worked  for  GM 
in  Japan  and  Germany  and  then 
did  a  stint  with  Toyota  in  South 


Sho't'i  Hattori 


America,  took  over  as  president  of 
the  then  nearly  dormant  U.S.  com- 
pany in  1961.  Sales  began  to 
move  up  fast  after  1965,  when  the 
company  brought  its  ruggedly 
built  Corona  into  the  U.S. 

Hattori  is  well  aware  that  sev- 
eral important  jobs  lie  ahead  be- 
fore he  can  hope  to  play  in  the 
same  league  as  VW.  His  dealer  or- 
ganization, now  numbering  727  vs. 
1,058  for  VW,  must  be  beefed  up 
considerably.  Right  now  65%  of 
Toyota's  dealers  and  the  bulk  of 
its  sales  are  concentrated  in  the 
West.  It  must  also  secure  more 
single  dealerships;  some  55%  are 
now  dual  setups  where  the  sales 
effort  is  shared  with  other  makes. 
Much  will  depend  too,  says  Hattori, 
on  how  much  money  he  can  per- 
suade his  somewhat  reluctant 
bosses  in  Japan  to  spend  in  pursuit 
of  VW  in  the  U.S.  ■ 

No  Vacation 

By  the  end  of  Campbell  Soup's 
fiscal  year  last  July  28,  President 
William  B.  Murphy  had  earned  a 
long,  lazy  vacation.  Campbell's 
heavy  capital  improvement  pro- 
gram, nev,  pricing  and  investment 
in  new  products  had  finally  begun 
to  pay  off.  Earnings,  which  had 
declined  9%  the  year  before, 
bounced  back  a  hefty  17%  to  a 
record  $57  million  on  $850  million 
in  sales. 

But  Murphy,  who  has  been  at 
Campbell  for  30  years,  just  can't 
seem  to  stay  ahead  of  the  game. 
Six  days  before  the  fiscal  year's 
end,  three  of  Campbell's  unions 
joined  together  to  put  six  of  its 
biggest  plants  out  of  business  dur- 


ing the  all-important  August  tomato 
harvest.  Nearly  7,000  of  the  com- 
pany's 29,000  employees  stood  idle 
while  the  tomatoes  ripened,  then 
rotted.  Campbell  succeeded  in 
forcing  the  unions  to  abandon  their 
claim  to  company-wide  bargaining 
but  it  paid  dearly  for  its  victory. 

•  Campbell  ordinarily  buys  300 
million  pounds  of  tomatoes  and 
other    vegetables    in    New    Jersey 


William  B.  Murphy 

and  eastern  Pennsylvania  in  Au- 
gust. But  with  the  crucial  soup 
factory  in  Camden,  N.J.  shut 
down,  most  of  the  vegetables  were 
plowed  under.  To  keep  its  farmers 
"from  planting  soybeans,"  Camp- 
bell agreed  to  pay  them  their  costs 
up  to  harvest  time,  plus  about 
70%  of  their  normal  profit. 

"That's  a  sizable  chunk  of 
money,  $2.5  million  to  $3  million, 
to  pay  out  for  letting  tomatoes  rot 
in  the  field,"  Murphy  says.  "We 
lost  some  $17  million  worth  of 
business  and  half  our  Eastern  to- 
mato crop.  We  also  spent  close 
to  $1  million  in  extra  freight  alone, 
shipping  products  in  order  to  fill 
as  many  voids  as  we  could  in  our 
distribution." 

It  showed  in  1968's  first  fiscal 
quarter.  Per-share  earnings  dropped 
to  16  cents  from  last  year's  36 
cents.  Now  Murphy  is  going  to 
have  to  work  like  the  devil  in  the 
last  three  quarters  to  come  up  to 
last    year's    showing.  ■ 


Faces  Behind  the  Figures 


William  L.   Pereira 


"We  Teach  Decision-Making" 

"Today  the  architect  doesn't  have 
an  individual  patron  who  anoints 
him  to  design  a  cathedral  or 
some  specific  building  for  a  spe- 
cific piece  of  land.  Our  patrons 
are  corporations  with  large  land 
holdings.  We  have  to  provide  them 
with  a  master  plan,  one  that  shows 
the  best  use  of  die  land  and  one 
that  can  actually  be  used  as  a 
polic}  oti  which  decisions,  includ- 
ing financial,  social  and  arehitec- 
tuial,  can  be  made.  In  essence,  we 
have  ti>  teach  decision-making." 

It  this  sounds  a  hit  farfetched, 
one  might  consider  some  of  the 
jobs  that  one-time  RKO  movie  art 
director  and  University  of  South- 
ern California  professor  William  L. 
Pereira  has  had  in  planning  and 
designing.  Tiny  include  Cape 
Kennedy  in  Florida,  Los  Angeles' 
CHS  Television  City,  Los  Angeles 
.International  Airport  and  the  new 
communities  being  built  on  the 
Irvine  Ranch  in  California's 
Orange  County. 

To  help  the  heads  of  such  major 
projects  make  the  right  decisions, 
Pereira  is  a  fanatic  on  the  prepara- 
tion of  reports  (books  if  neces- 
sary). "When  a  corporate  officer 
makes  a  decision,  we  want  him  to 
make  it  on  the  same  basis  as 
always,"  Pereira  says,  "a  report, 
words,  figures,  estimates,  ideas. 
There's  no  other  firm  that  puts 
together  reports  like  that.  But 
when  I  set  up  my  firm,  it  was  my 
resolution  to  make  decision-makers 


more  expert." 

Corporation  decision-makers  seem 
to  approve  of  the  approach.  Since 
Pereira,  59,  reentered  business  un- 
der his  own  name  a  decade  ago, 
ending  an  eight-year  partnership 
with  Charles  Luckman,  a  Uni- 
versity of  Illinois  classmate  and 
former  head  of  Lever  Brothers' 
U.S.  operation,  his  firm  has  grown 
from  a  dozen  employees  pulling  in 
less  than  SI  million  fees  a  year  to 
300  employees  in  four  offices  ac- 
counting for  about  $9  million,  ac- 
cording to  industry  sources.  As 
one  of  the  largest  architectural 
firms  on  the  West  Coast,  Pereira 
&  Associates  has  worked  for  clients 
like  Lockheed,  Union  Oil,  Norton 


Simon  and  Crocker-Citizens  Na- 
tional Bank.  Together,  its  projects 
involve  1.5  million  acres,  or  ten 
times  the  area  of  Chicago,  and  will 
cost  about  $300  billion  to  cany 
out  by  the  year  2000. 

Pereira  is  convinced  that  history 
is  working  to  make  the  totals  even 
bigger.  "Today  it's  politically 
popular  to  be  concerned  about  the 
environment,"  he  says.  "Words  like 
slum,  ghetto  and  civil  rights  are 
in  every  politician's  vocabulary. 
Everybody  wants  to  play  in  the 
orchestra,  but  who's  going  to  write 
the  music?  Organizations  like  ours 
that  have  acquired  the  scholarship 
and  ability  to  design  plans  to 
satisfy  the  future."  ■ 


Padding  the  Stirrups 

"I  think  our  company  looks  very 
bad,"  admits  affable  Richard  S. 
Reynolds  Jr.,  chairman  of  Reynolds 
Metals.  "But  it's  like  my  back.  I'm 
master  of  the  foxhounds,  and  I 
hunt.  Well,  I  hurt  my  back,  and  I 
haven't  been  able  to  hunt  for  a 
month.  But  I  didn't  do  anything 
but  pad  the  stirrups  in  the  wrong 
position.  I  didn't  fall  off  the  horse, 
didn't  hit  a  tree,  didn't  fall  down. 
But  I've  been  laid  up  for  a  month, 
and  probably  will  be  for  another. 
That's  about  what  happened  here." 

What  happened  is  that  Reynolds, 
the  S804-million-sales  aluminum 
company,  posted  a  17-cent-a-share 
deficit  in  the  third  quarter. 

The  hunting  analogy  was  an  apt 
one.  The  company  had  been  going 
flat  out  on  a  mammoth  capital 
spending  program.  Fearing  that  its 
facilities  were  becoming  competi- 
tively outmoded,  in  1966  Reynolds 
launched  a  modernization  and  ex- 
pansion program  that  will  add  up 
to  $465  million  by  1970.  Reynolds 
decided  to  work  over  every  phase 
of  its  operations  from  "mines  to 
Reynolds   Wrap." 

While  the  expansion  program 
was  going  ahead  full  blast,  Rey- 
nolds ran  into  its  string  of  misfor- 
tunes. Last  year,  strikes,  hurricane 
conditions  and  a  plant  explosion 
knocked  almost  a  half  off  earnings 
during  the  third  quarter.  Sales 
boomed  in  early  1968,  but  pri- 
marily because  of  hedge  buying 
against  a  threatened  June  strike. 
""We  would  have  had  the  best 
second  quarter  profitwise  that 
we've  ever  had  in  the  history  of 


the  company,"  says  Reynolds,  "if 
we  hadn't  had  the  aluminum  work- 
ers strike  start  the  first  of  June." 
"During  the  third  quarter,  half  of 
Reynolds  primary  capacity  was  dis- 
rupted by  strikes,  and  in  the  fourth 
quarter  some  workers  are  still  out. 
"I  don't  want  to  give  you  the 
impression  we're  crying,"  he  goes 
on,  "because  it's  management's  job 
to  see  that  all  these  things  don't 
happen."  But  the  point  he  makes 
is  that  the  troubles  were  like 
strained-back  troubles,  not  like 
broken-skull   problems.  ■ 

Richard  5.  Reynolds  Jr. 
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Sherman  Fairchild 


One  Man's  Fun  .  .  . 

His  features  light  up,  his  big  aims 
sweep  in  an  arc.  "I'm  having  a 
ball,"  says  Sherman  M.  Fairchild 
(above,  right),  72,  chairman  of, 
among  other  things,  Fairchild 
Carrara  &  Instrument  Coip.  His 
ebullient  reaction  was  to  a  ques- 
tion: "Why,  at  your  age  and  with 
your  wealth,  are  you  working  so 
hard  at  business?"  The  answer  rang 
true.  An  inventor,  largest  single 
stockholder  in  both  International 
Business  Machines  and  in  Fairchild 
Camera,  and  chairman  of  Fair- 
child  Hiller  Corp.,  he  quite  obvi- 
ously is  beyond  having  to  prove 
anything  by   further  successes. 

If  Fairchild  is  having  a  ball,  the 
same  cannot  be  said  for  his  very 
rich  rival.  Motorola  Chairman 
Robert  W.  Calvin.  The  two  are 
bitter  competitors  in  the  wildly 
promising  semiconductor  business, 
where  Motorola  vies  for  first  place 
with  Texas  Instruments,  and  Fair- 
child  is  a  tough  if  somewhat  er- 
ratic third.  In  August,  Fairchild 
lured  away  from  Motorola  Dr.  C. 
Lester  Hogan  (above,  left )  a  Formei 
Harvard  physics  professor,  who  I, ad 
been  head  man  at  Motorola's  semi- 
conductor division,  Seven  other 
Motorola  executives  followed  Ho- 
gan  to  Fairchild.  Fairchild  did  it  In 
offering    Hogan    a    most    attractive 


compensation  package:  the  chief 
executiveship  of  the  whole  Fair- 
child  company,  a  $30,000-a-year 
raise  to  $120,000  and  a  stock- 
option  package  that  has  already 
yielded  Hogan  a  paper  profit  of 
more  than  $2  million.  To  sweeten 
the  option  deal,  Fairchild  person- 
ally lent  Hogan  $5.4  million  to  ex- 
ercise part  of  the  options  at  once. 

Motorola's  Galvin  countered 
with  a  law  suit  charging  "unfair 
competition,  interference  with  ad- 
vantageous personnel  relationships, 
antitrust  violations"  and  "unjust 
enrichment."  The  suit  named  Fair- 
child,  Hogan  and  the  seven  execu- 
tives. For  good  measure  it  sought 
damages  from  wives  of  all  eight 
of  the  departed  executives. 

It  is  an  interesting  suit.  It 
raises  some  very  basic  questions 
about  the  relationships  between 
employees  and  employers.  To  some 
it  seems  to  indicate  a  curiously 
possessive  attitude  on  the  part  of 
Motorola  toward  its  employees. 

Sherman  Fairchild  and  Hogan, 
however,  see  it  differently.  They 
feel  what  is  really  involved  is  the 
ability  to  give  top  people  the  in- 
centives and  freedom  to  show  the 
entrepreneurial  spirit  even  when 
they  are  part  of  a  big  company, 

"This  is  the  biggest  problem  fac- 
ing big  business  today."  says  Sher- 
man   Fairchild.    "What   do   you   do 


about  it?  Sit  and  wring  your 
hands?  Or  do  you  find  ways  to  get 
the  best  people  and  give  them  a 
free  hand?  Hell,  if  you  can  get 
good  people,  if  you  can  motivate 
them;  if  you  can  keep  them,  it 
doesn't  much  matter  what  it  costs. 
Actually,  it's  the  cheapest  thing 
you  can  do. 

"Anybody  with  any  gumption 
and  brains  wants  to  be  an  entre- 
preneur. All  I  did  was  to  give  Les 
[Hogan]  a  chance  to  be  his  own 
entrepreneur." 

Fairchild  reasons  that  his  com- 
pany has  one  of  the  great  open- 
ended  opportunities  in  U.S.  indus- 
try today.  So  why  not  pull  out  all 
the  stops  to  make  the  most  of  it? 

Hogan  agrees.  "Describing  the 
future  of  semiconductors,"  he  says, 
"is  almost  like  trying  to  encompass 
the  infinite.  Within  ten  years  every 
piece  of  electrical  equipment  you 
touch  will  have  semiconductors  in 
them.  Wherever  there's  a  switch- 
ing device  or  a  relay  today,  tomor- 
row there  will  be  a  semiconductor 
device." 

Hogan  talks  about  building  por- 
table computers  consisting  of  little 
more  than  a  half-dozen  tiny  inter- 
connected semiconductors  in  a 
small  plastic  case.  He  sees  semi- 
conductors paving  the  way  for  low- 
cost  picturephones,  wallhanging 
TV,  individualized  home  entertain- 
ment and  information  systems. 

There  are  seven  major  com- 
panies in  the  field  today:  Motorola, 
Texas  Instruments,  Fairchild,  RCA, 
General  Electric,  IBM  and  West- 
ern Electric.  Hogan  and  Fairchild 
figure  that  IBM  and  Western 
Electric  are  limited  for  antitrust 
reasons  and  that  the  other  five  will 
get  larger  and  larger  shares  of  the 
market  as  the  technological  com- 
plexity of  the  devices  grows. 

"I  want  to  be  No.  One,"  says 
Fairchild,  his  face  again  lighting 
up.  "That's  why  I  want  the  best 
people  in  the  field.  Money  is  only 
part  of  the  way  you  attract  them. 
They  want  excitement.  They  want 
the  chance  to  prove  themselves." 

However  much  his  more  strait- 
laced  competitors  may  object  to 
Fairchild's  freewheeling  tactics, 
there's  no  getting  away  from  the 
fact  that  he's  having  fun.  Nor  ' 
from  the  fact  that  with  a  personal 
fortune  that  is  estimated  at  more 
than  $320  million,  he  can  well 
afford    the    fun.  ■ 
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What  kind  of  a  handle 
should  you  put  on  Bendix? 


e  of  these.  And,  in  a  way,  all  of  them. 

saerospace.Oursalesinspaceandaviationtotaled 

over  half  a  billion  last  year. 

mtomotive.  We  grew  up  with  the  auto  industry— 

because  of  it.  And  you  could  make  a  case  for  elec- 

ics,  automation  and  oceanics. 

even  calling  us  an  aerospace-automotive-elec- 

ics-automation-oceanics  company  only  tells  you 


what  we're  in— not  what  we  are.  And  the  same  is  true 
of  the  "multi-industry"  label. 
What  handle  should  you  put  on  Bendix?  Try  this: 
Bendix  is  a  multi-industry  corporation  committed  to  world- 
wide growth  through  technology. 
If  you're  not  as  up-to-date  on  Bendix  as  you'd  like  to 
be,  write:  The  Bendix  Corporation,  Investor  Relations 
Office,  Fisher  Building,  Detroit,  Michigan  48202. 

tendix. 


Wrong  Name? 


Pressured  by  Washington,  Consolidated  Foods  will 
soon  get  over  half  its  earnings  outside  the  food  field. 


Most  companies  would  still  be  reel- 
ing from  what  Chicago's  Consolidated 
Foods  took  from  the  Federal  Trade 
Commission  in  1965.  That  year  the 
FTC  ordered  Consolidated  to  get  rid 
of  its  100  supermarkets  and  26  drug- 
stores with  over  $200-million  sales. 
At  the  same  time,  Consolidated  was 
also  forbidden  in  effect  to  buy  any 
other  food  companies  in  areas  where 
it  was  already  represented.  Earlier 
that  year,  the  mere  possibility  of  FTC 
displeasure  had  prompted  Consolidat- 
ed to  back  away  from  its  proposed 
merger  with  American  Tobacco.  To 
cap  the  climax,  Nathan  Cummings, 
Consolidated's  horse-trading  founder 
and  chief  executive,  then  68,  was 
about  to  retire. 

With  the  supermarket  door  swung 
shut  and  scant  chance  for  escape 
via  a  single  giant  merger,  it  was  a 
serious  question  whether  Consoli- 
dated could  maintain  its  impressive 
momentum,  and  if  so,  how.  When 
Cummings  took  over  in  1939,  Con- 
solidated was  a  $20-million-a-year 
Baltimore  food  wholesaler.  By  1965 
it  had  devoured  some  40-odd  food 
outfits,  transforming  the  company 
into  an  $800-million  processing, 
wholesaling  and  retailing  operation 
involving  virtually  every  kind  of  food 
known  to  man.  Consolidated's  mar- 
gin, like  those  of  most  food  compa- 
nies, was  low.  But  it  almost  tripled 
earnings  to  $18  million  between  1960 
and  1965,  on  a  much  smaller  in- 
crease in   sales. 

New  Direction 

"Three  years  ago,  we  gave  much 
consideration  to  what  the  future 
structure  of  Consolidated  should  be," 
says  William  Howlett,  who  succeeded 
Cummings  as  chairman  and  chief 
executive  a  year  ago.  "Our  super- 
markets were  then  making  $3.75  mil- 
lion a  year,  after  tax,  on  a  volume  of 
S200  million.  That  meant  we  would 
have  to  get  rid  ot  over  20%  of  our 
earnings  and  in  even  greater  per- 
cent..- ales."  Howlett  and 
Cummings  mad<  the  basic  decision  to 
convert  these  assets  in  Consolidated's 
supermarkets  into  higher-margin  non- 
food branded-goods  operations. 

This     meant     sweetening     Consoli- 
dated's lood  operations  with  generous 
doses    ol     vacuum     cleaners, 
shirts,    home   de<  oratii 
furniture,  draper)    Bxtui  - 
supplies.  Acquisitions  would  still  be 
a  major  company  objecti 
solidated   would   no   bnger      insider 


anything  approaching  the  size  of  an 
American  Tobacco.  In  all  future  ac- 
quisitions, Consolidated  would  insist 
on  being  the  surviving  partner. 

Consolidated  jumped  into  nonfood 
branded  goods  with  both  feet.  "Last 
year  we  bought  seven  free-standing 
acquisitions  plus  seven  others  that  are 
being  integrated  into  existing  sub- 
subsidiaries  and  divisions,"  Howlett 
says.  "This  accelerated  acquisitions 
program  of  the  last  18  months  is  a 
direct  result  of  our  requirement  to 
dispose  of  our  supermarkets.  The  ac- 
quisitions have  increased  the  per- 
centage of  our  nonfood  earnings  from 
20%  to  40%  in  one  year.  This  year, 
after  the  acquisition  of  Fuller  Brush 
Co.  is  completed,  we  should  get  over 
half  our  earnings  from  our  nonfood 
operations." 

Consolidated's  biggest  acquisition, 
Electrolux  Corp.,  was  bought  last 
summer.  The  company  paid  approxi- 
mately $150  million — half  in  cash 
and  half  in  convertible  preferred — to 
get  Electrolux'  $10.5-million  earnings 
on  $128-million  sales.  These  14  ac- 
quisitions, including  20  cents  a  share 


Slips  Fit.  One  ouf  of  every 
four  slips  sold  in  Canada  is 
now  made  by  Consolidated 
Foods.  The  slips  have  fit  nicely 
into  the  company's  new  non- 
food diversification  program. 


from  Electrolux,  lifted  Consolida- 
ted's earnings  by  40  cents  a  shareT — 
more  than  enough  to  offset  the  28- 
cent-a-share  loss  of  the  supermar- 
kets and  the  tax  surcharge.  Elec- 
trolux, a  maker  and  door-to-door 
seller  of  vacuum  cleaners  and  floor 
polishers,  is  now  Consolidated's  big-' 
gest  and  most  profitable  division.' 

The  conversion  of  Consolidated's 
supermarket  assets  to  a  more  profit- 
able use  was  accomplished  without 
breaking  the  company's  record  of 
continuous  sales  and  earnings  in- 
creases for  13  years.  Three  months 
after  the  supermarkets  were  sold  to 
Lucky  Stores  for  $43  million,  the 
Electrolux  acquisition  was  completed. 
Consolidated's  volume  for  its  fiscal 
year,  ended  June  30,  increased  7%  to 
$1.2  billion  while  earnings  jumped 
5%  to  $40  million.  In  the  first  quarter, 
ended  Sept.  30,  profits  rose  another 
151  on  a  13%  sales  hike. 

More  To  Come 

Howlett  is  convinced  that  Consoli- 
dated's new  structure  will  enable  it 
to  grow  through  acquisition  almost 
without  limit.  The  secret,  he  says,  is 
the  company's  carefully  honed  con- 
cept of  decentralization.  "We  have 
34  independent  operating  companies 
now,"  he  says.  "I  can  see  100  com- 
panies operating  very  nicely  within 
our  present  structure.  We  were  able 
to  accomplish  our  seven  major  ac- 
quisitions last  year,  which  added  $271 
million  to  our  sales  figure,  without 
adding  a  single  man  to  our  25-man 
corporate  staff." 

Howlett  says  all  the  operating  de- 
cisions in  the  companies  are  made  by 
the  companies  themselves.  "All  we 
ask  is  that  they  get  as  big  and  as 
profitable  as  they  can,"  he  says.  "We 
never  impose  costs  on  our  divisions 
that  they  don't  elect  to  have.  We  feel 
that  this  concept  of  independence 
and  the  promise  of  rewards  for  meet- 
ing their  own  goals  pays  off.  Most 
diversified  firms  have  at  least  a  finan- 
cial man  in  each  division  who  reports 
directly  to  the  corporate  headquarters. 
We  don't.  Our  34  divisional  presi- 
dents and  chief  executives  are  our 
only  links  with  our  divisions." 

If  the  "Foods"  in  Consolidated's 
name  is  destined  to  have  less  and  less 
pertinence,  what  does  Howlett  see  his 
company  becoming?  "An  autonoplex," 
he  says.  "We're  a  complex  of  autono- 
mous businesses  and  we  much  prefer 
this  to  being  called  a  conglomerate." 
But  Howlett  has  no  intention  of  test- 
ing this  structure  by  wandering  so 
far  afield  as,  say,  offshore  drilling  or 
electronics.  "We've  always  been  in 
consumer-branded  goods,"  says  How- 
lett, "and  the  potential  for  growth  is 
there."  ■ 
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ndustrial  fibers 


also  fashion  fibers,  films,  formaldehydes  and  finishes. 


Celanese  Fortrel  polyester  yarn  helps 
tires  ignore  bumps  and  thumps  and 
bruises.  Run  quiet.  Safe.  Free  from 
squirming.  So  they  last  longer.  Celanese 
nylon  makes  wear  and  tear  resistant 
tarpaulins.  Shuts  out  game-stopping 
weather  on  the  playing  field.  In  fire 
hose,  Celanese  Fortrel  is  strong  and 
light.  Fights  rot.  Mildew.  Takes  ex- 
treme temperatures  and  roughest  han- 
dling. In  sewing  thread,  stronger  Fortrel 


can  take  the  stress  of  permanent  press. 

More.  We're  developing  a  new  graph- 
ite  fiber  so  strong  it  can  reinforce 
structural  parts  of  supersonic  planes 
and  space  ships.  Another  remarkable 
new  fiber,  called  PBI,  retains  its 
strength  in  1000-degree  temperatures. 
It's  being  evaluated  for  flight  clothing 
that's  fire  resistant  yet  comfortable. 

Celanese  technology  is  ready  and  able 
to  help  solve  practically  any  problem 


in  the  industrial  fibers  area.  Moreover, 
the  39  million  dollars  spent  on  research 
and  development  last  year  helps  us 
produce  better,  more  economical 
chemicals,  forest 
products,  plastics, 
petroleum,  coatings 
and  finishes.  Im- 
proved products  to 
serve  our  growing 
world-wide  markets. 


CELANESE 


Sometimes  people  confuse  growth  and  just  getting  bigger. 


Montgomery  Ward  and  Container  Corporation 
have  combined  to  form  a  big  $2.2  billion 
company.  Not  just  to  get  big— but  to  use  their 
combined  resources  as  a  basis  for 
growth  potential. 

The  source  for  this  new  kind  of  growth  potential 
is  partly  MARCOR's  earnings  capacity  and 
general  cash  flow  strength.  Plus  a  new  kind  of 
organization  concept  with  a  small  task  force 
of  top  management  executives  guiding  these 
resources  in  expansion  and  diversification. 

Now,  Montgomery  Ward  with  retail  merchandising 
outlets  in  1,900  communities  already— will  be 
able  to  expand  rapidly  wherever  it  wants  to. 

And  Container  Corporation  which  produces 
packages  for  $40  billion  worth  of  food,  clothing, 
cosmetics  and  drugs  each  year— will  be  in  a 
new  position  to  provide  greater  packaging 


and  marketing  services. 

The  growth  forecasts  for  consumer 
merchandising  and  packaging  industries 
are  good. 

MARCOR  will  put  both  companies  in  a  position 
to  take  advantage  of  this.  And  also  help 
them  move  outside  into  new  areas. 

The  outlook  is  growth  through  advanced 
marketing  methods,  research  and  development 
of  new  markets. 

The  result  promises  to  be  improved  earnings 
per  share  as  MARCOR  moves  ahead. 

All  we  can  say  is— watch  us. 


MARCOR 

Montgomery  Ward     Container  Corporation  of  America 


Chrysler's  Newest  Product:  Real  Estate 

Getting  into  real-estate  development  was  a  happy  accident  for 
Chrysler  Corp.  It  needs  land  for  its  dealership  program  anyway,  and 
now  expects  to  become  one  of  the  nation's  biggest  realty  companies. 


Ever  since  1961  Chrysler  has  been 
buying  land  and  putting  up  buildings 
for  its  dealers  because  many  of  them 
lacked  the  money  to  move,  on  their 
own,  to  larger,  suburban  locations. 
This  Dealership  Enterprise  program, 
as  it  is  called,  resulted  in  more  than 
500  new,  modern,  well-located  dealer- 
ships— an  investment  of  more  than 
$200  million.  It  also  got  Chrysler's  top 
management  thinking  about  real 
estate  as  a  separate  business,  and  to- 
day the  company  expects  its  new 
Chrysler  Realty  Corp.  to  grow  in  as- 
sets to  $1.5  billion  or  more  within  ten 
years.  If  it  does,  it  would  be  far  larger 
than  any  independent  real-estate  com- 
pany is  today  and  would  rank  with 
such  realty  giants  as  Alcoa  and  Penn 
Central. 

Already  Chrysler  Realty,  a  wholly 
owned,  nonconsolidated  subsidiary, 
has  grown  to  $225  million  in  assets 
from  the  $165  million  it  began  with 
when  it  was  formed  in  September 
1967.  True  enough,  Chrysler  Realty 
has  debt  equal  to  half  of  these  assets, 
but  that  ratio  is  low  in  the  real-estate 
business,  where  a  company  may  be 
soundly  managed  and  yet  have  debt 
equal  to  90%  of  its  total  assets.  In  con- 
trast, the  long-term  debt  of  Chrysler 
Corp.  is  but  21.7%  of  its  assets. 

In  fact,  Chrysler  Realty  has  just 
begun  to  use  the  leverage  of  mortgage 
financing.  But  to  get  started  last  year, 
it  borrowed  $92  million  from  Chrysler 
Coip.  and  arranged  for  a  $100-million, 


25-year,  6%  loan  from  Lazard  Freres, 
an  investment  banking  firm;  that  loan 
is  guaranteed  by  Chrysler  Corp.,  and 
only  $42.5  million  of  it  has  been  used. 
"We  hope  in  the  future  not  to  guaran- 
tee loans  for  Chrysler  Realty,"  says 
vice  president  for  finance  Tom  Killefer. 
"Once  the  operation  becomes  estab- 
lished, it  will  be  able  to  do  all  of  its 
own  financing.  And  this  is  very  im- 
portant, because  in  real  estate  we 
appeal  to  a  different  group  of  inves- 
tors. Chrysler  Coip.  wouldn't  be  able 
to  tap  this  source  of  funds  as  well  as 
would  Chrysler  Realty." 

Killefer,  a  Chrysler  director  as  well 
as  the  corporation's  general  counsel, 
has  direct  responsibility  for  Chrysler 
Realty.  Like  the  Chrysler  Leasing 
Corp.  and  Chrysler  Finance  Coip., 
Chrysler  Realty  has  its  own  president 
(who  reports  to  Killefer)  and  its  own 
board  of  directors.  "We  don't  like  to 
think  of  ourselves  as  being  primarily 
in  the  business  of  leasing  cars  or 
financing  consumer  goods  or  develop- 
ing real  estate,"  Killefer  explains.  "Our 
main  business  is  the  manufacture  and 
wholesale  selling  of  cars  and  trucks. 
We  figured  that  if  these  other  ac- 
tivities were  outside  our  main  busi- 
ness, then  we  could  better  see  their 
specific  profitability." 

There's  no  doubt  in  Killefer's  mind 
that  real  estate  can  indeed  be  profit- 
able. Chrysler  economists  expect  that 
in  the  next  decade  the  U.S.  popula- 
tion will  increase  by  30  million,  that 


Team  Leaders.  Despite  a  "first-rate  real-estate  team,"  Chrysler  financial 
vice  president  Tom  Killefer  (left)  had  to  recruit  Chrysler  Realty's  new 
president,  Edwin  Homer  (right),  from  a  Yonkers,  N.Y.  real-estate  firm. 


housing  starts  will  average  2.5  million 
a  year  and  that  for  every  $10,000 
spent  on  residential  construction  an 
additional  $2,500  will  be  needed  for 
schools,  stores  and  so  forth. 

Right  now  most  of  Chrysler  Realty's 
holdings  are  dealerships  (usually  sub- 
let-to  independent  dealers  who  hope 
to  buy  out  Chrysler's  equity  in  the 
business ) .  But  it  has  an  ambitious  list 
of  projects  in  the  works:  a  six-story 
office  building  covering  a  full  block 
in  Chicago;  360  two-  and  three-bed- 
room townhouses  on  60  acres  in  Ann 
Arbor,  near  the  University  of  Michi- 
gan; a  yet-undisclosed  project  on  774 
acres  north  of  Detroit;  a  1,000-unit, 
off-campus  student  housing  project  at 
Arizona  University. 

Supposedly  the  Chrysler  Realty 
Coip.  was  created  mainly  to  handle 
the  Chrysler  Dealership  Enterprise 
program.  But  clearly,  its  secondary 
purpose,  that  of  diversified  realty 
operations,  has  far  greater  potential. 
So  much  so,  that  it  would  seem  rea- 
sonable to  expect  Chrysler  to  acquire 
a  builder  or  two  and  perhaps  a  build- 
ing-products company. 

Not  so,  says  Killefer:  "We  like  to 
stay  in  a  business  that  we  know  some- 
thing about.  We  had  a  first-rate  real- 
estate  team  because  of  our  Dealership 
Enterprise  program.  But  construction 
would  be  an  entirely  new  venture, 
much  more  risky.  And  we  don't  have 
any  experience  in  manufacturing 
building  products  either." 

What  about  mobile  homes?  These 
are  often  sold  by  owners  of  mobile- 
home  parks — that  is,  people  who  own 
real  estate.  "We're  pretty  content  to 
supply  Dodge  truck  chassis  for  motor 
homes  right  now,"  says  Killefer.  "We 
have  no  plans  to  go  into  mobile-home 
building,  but  it  would  not  be  impos- 
sible for  us  to  do  so."  Of  course, 
Chrysler  Realty  is  just  getting  the  feel 
of  things.  Before  Chrysler  Coip.  would 
go  into  any  related  areas — builders, 
building  products  or  mobile  homes — 
it  may  well  want  to  see  how  well  it 
does  in  real  estate  first. 

So  far  neither  General  Motors  nor 
Ford  has  followed  Chrysler's  big  jump 
into  real  estate.  For  one  thing,  both 
are  expanding  in  areas  where  Chrysler 
is  not,  such  as  heavy  trucks.  For 
another,  neither  GM  nor  Ford  needed 
to  rebuild  its  dealer  network  as  did 
Chrysler.  GM,  in  fact,  owns  only  ten 
dealerships,  while  Ford  owns  40.  But 
both  GM  and  Ford  realize  the  im- 
portance of  realty;  GM,  for  example, 
took  a  50%  equity  in  its  new  building 
in  New  York  City,  something  it  might 
not  have  done  ten  years  ago. 

Real  estate,  of  course,  is  no  sure 
thing.  There  are  too  many  variables, 
and  some  companies  have  had  rough 
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going.  The  short-term  gains  are 
usually  slight,  and  a  company  needs 
a  lot  of  staying  power.  As  invest- 
ments grow,  depreciation  charges 
add  up  and  may  even  reduce  per- 
share  earnings.  Moreover,  there  is 
always  the  temptation  to  sell  property 
to  boost  earnings  in  a  bad  quarter. 

"'We'd  never  do  anything  like  that," 
insists  Killefer.  "Any  sale  of  land 
would  be  a  very  small  part  of  Chrys- 
ler's yearly  revenues.  We  don't  con- 
sider ourselves  traders.  These  are 
long-term  investments."  Considering 
Chrysler's  automotive  performance — 
it  has  nearly  doubled  its  share  of  the 
new  car  market  since  1962,  has  grown 
in  sales  and  earnings  faster  than  GM 
and  Ford  and  is  second  to  only  CM 
in  profitability  for  the  past  five  years 
— you  can't  discount  Chrysler  Realty. 
It  could  be  your  next  landlord.  ■ 

r  REWARDS  OF  REALTY-^ 

Chrysler's  fascination  with  real 
estate  isn't  hard  to  understand. 
Although  Chrysler  should  ring 
up  nearly  s>7.3  billion  in  sales 
this  year,  it  is  still  third  in  the 
auto  business,  and  further  mar- 
ket penetration  will  be  tough 
and  expensive  to  achieve.  But 
no  one  dominates  real  estate  as 
General  Motors  and  Ford  domi- 
nate the  auto  business,  so  there's 
plenty  of  room  there  to  grow. 

Moreover,  Chrysler  views  real 
estate  as  an  "extremely  lucra- 
tive" area  in  the  next  decade. 
Because  real  estate  and  manu- 
facturing are  so  different,  direct 
profitability  comparisons  are  dif- 
ficult; but  most  realty  companies 
average  between  15%  and  35% 
return  on  equity,  compared  with 
Chrysler's  five-year  average  of 
16.9%.  Thus,  if  Chrysler  Realty 
does  only  moderately  well,  it 
will  have  a  better  profit  record 
than  parent  Chrysler  Corp. 

Real  estate  yields  income  in 
the  form  of  rent,  of  course,  but 
the  big  money  in  real  estate 
comes  from  appreciation  and  de- 
preciation. A  well-selected  prop- 
erty grows  in  market  value  over 
the  years  even  though  the  build- 
ing (but  not  the  land)  is  depre- 
ciated for  tax  purposes.  Thus,  a 
realty  company  gains  two  ways: 
First,  the  depreciation  reduces 
its  taxable  income;  second,  by 
using  accelerated  depreciation, 
a  company  can  sell  a  building 
after  ten  years  and  pay  tax  at 
the  lower  capital  gains  rate 
instead  of  the  higher  ordinary 
income  rate. 


V. 


J 


Warehouse  of 
Living  Arts... 

Where  else  but  West  Central  Ohio! 


A  little  over  a  year  ago,  it  was  a  big, 
empty  warehouse.  Now  it  jumps  with 
lively  arts— and  lively  youngsters.  A  pilot 
program  for  the  whole  country,  to  help 
identify  creative  kids.  West  Central  Ohio 
has  been  known  as  the  "Cradle  of  Crea- 
tivity" for  a  long  time.  The  airplane, 
electric  self-starter,  refrigerator,  cast- 
register  and  a  host  of  other  world-mak- 
ing ideas  came  from  here.  We're  keep- 
ing the  cradle  swinging. 

If  good  ideas  would 
help  you  — it's  a  good 
idea  to  check  into  all 
the  advantages  of  West 
Central  Ohio.  Write  or 
call  our  Area  Develop- 
ment Department. 


185th  COMMON 
DIVIDEND  NOTICE 


The  Board  of  Directors  has 
declared  a  regular  quarterly 
dividend  of  380  per  share 
on  the  Common  Stock  of 
the  Company,  payable  on 
November  30,  1968,  to 
stockholders  of  record  at 
the  close  of  business  on 
November  18,  1968. 

JOSEPH  E.  THEOBALD 
Secretary 
November  8, 1968 


THE  DAYTON  POWER  AND  LIGHT  COMPANY 


vr 


investor-owned  company  serving  West-Central  Ohio     Dayton,  Ohio  45401 


THE  COMPANY  THAT  HELPS  COMPANIES  GROW. 

TESSEL,  PATURICK  &  OSTRAU,  INC.  MEMBERS:  NEW  YORK  AND 
AMERICAN  STOCK  EXCHANGES.  61  BROADWAY,  NEW  YORK.  N.Y. 
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Growth  of  the  Pearl 

The  No.  Three  German  chemical  company 
seems  about  to  vault  into  the  No.  One  spot. 


Seldom  do  Germans  lack  for  self- 
confidence.  Still,  it  is  uncommon  for 
a  German  chairman  to  call  his  com- 
pany "a  huge  pearl  inside  a  plain 
oyster" — the  very  words  Prof.  Dr. 
Bemhard  Timm,  chairman  of  the 
board  of  executive  directors  of  Bad- 
ische  Anilin-  &  Soda-Fabrik,  used  to 
describe  BASF  earlier  this  fall  when 
celebrating  the  official  opening  of 
BASF's  giant  new  chemical  complex 
at  Antwerp,  Belgium. 

However   huge,    the   pearl   is    still 


healthy  structure  of  the  company  plus 
an  efficient  sales  organization.  We  also 
managed  to  use  our  capacity  to  best 
advantage — between  80%  and  105%." 
By  "healthy  structure"  Timm  means 
BASF's  nice  balance  between  plastics 
(19.5%  of  last  year's  sales),  farm 
chemicals  (16.3%),  raw  materials  for 
coatings  and  chemicals  (15.6%),  dyes 
and  related  items  (14.3%),  fiber  raw 
materials  (8.8%),  fibers  and  filaments 
(7.2%),  dispersions  and  resins  (7%) 
and  paints  and  other  coatings  (4.5%). 


Chairman  Bemhard  Timm,  the  six-foot-plus  son  of  a  German  grain  mer- 
chant, studied  physics  and  astronomy  before  joining  BASF  in  1936.  "Uncle 
Timm's  Cabin"  was  the  nickname  given  BASF  when  he  became  chief  execu- 
tive in  1965.  But  his  success  makes  the  joke  a  good  deal  less  pointed  today. 


capable  of  growth.  That  became  plain 
last  month  when  BASF  announced  it 
was  acquiring  Wintershall,  a  German 
oil  company  that  also  accounts  for 
nearly  half  the  country's  potash  and 
a  fourth  of  its  natural  gas,  with  1967 
revenues  of  $400  million.  Thus  at  one 
bound  BASF,  with  $1.3-billion  sales 
last  year  the  third-largest  German 
chemical  company,  passed  No.  Two, 
Bayer  ($1.6  billion)  and  pulled  very 
close  to  even  with  No.  One,  Hoechst 
($1.7  billion). 

Ever  since  the  Allied  Control  Com- 
mission split  up  the  I.  G.  Farben  com- 
plex to  create  the  three  companies 
after  World  War  II,  BASF  had  been 
overshadowed  by  its  two  bigger 
rivals.  But  only  in  size.  Last  year,  for 
example,  BASF  enjoyed  a  14.2%  sales 
gain  OS.  a  4.1%  average  for  the  Ger- 
man chemical  industry;  and  its  5% 
profit  increase  to  $65  million  looked 
good  against  Hoechst's  14%  slump  to 
$56.5  million  and  Bayer's  1.6%  growth 
to  $68  million. 

"BASF's  success  in  1967,"  says  Dr. 
Timm,  "can  be  ascribed  largely  to  the 
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That  balance  has  been  just  as  fruitful 
during  this  year's  first  nine  months, 
when  BASF  earnings  jumped  20%  on 
a  14%  sales  gain. 

It  has  taken  many  such  earnings 
gains  for  BASF  to  afford  a  facility  like 
its  new  1,100-acre  complex  at  Ant- 
werp, built  on  land  reclaimed  from 
the  sea.  The  current  investment  of 
$120  million  will  be  doubled  in  the 
next  few  years,  but  already  the  plant 
is  a  major  producer  of  fertilizers  and 
plastics.  Fertilizer  sales  are  expected 
to  reach  $32  million  this  year,  with 
current  output  running  at  the  rate  of 
750,000  tons.  Plastics  output  includes 
30,000  tons  of  polyethylene,  50,000 
tons  of  polyvinyl  chloride  and  60,000 
tons  of  caprolactam  (for  nylon  6); 
total  plastics  sales  should  run  $20 
million  this  year,  twice  as  much  in 
1969. 

Who's  Afraid? 

The  most  symbolic  feature  of 
BASF's  new  Antwerp  plant,  however, 
is  its  location  at  the  mouth  of  the  river 
Schelde,    with    easy    access    to    the 


world's  oceans  and  markets.  Dr.  Timm 
could  hardly  care  less  about  the 
"American  challenge"  described  by 
France's  Jean-Jacques  Servan-Schreib- 
er  (Forbes,  Nov.  15).  Says  Timm, 
"What  American  companies  are  doing 
in  Europe  we  are  going  to  do  in  the 
U.S.,  at  least  in  the  chemical  field." 

Indeed,  BASF  seems  fo  be  in  the 
process  of  changing  from  a  major  Ger- 
man ^chemical  company  with  large  for- 
eign operations  to  a  worldwide  con- 
cern with  a  major  German  operation. 
True,  its  1,650-acre  headquarters 
plant  at  Ludwigshafen  on  the  Rhine  is 
still  the  largest  single  unit,  with  47,000 
of  the  company's  73,000  employees. 
But  already  more  than  half  of  BASF's 
capital  spending  (now  running  at 
about  $225  million  a  year)  is  taking 
place  outside  of  Germany,  and  no 
new  lines  are  being  put  into  Ludwigs- 
hafen that  are  not  directly  connected 
with  current  output  there. 

In  its  ventures  outside  Germany 
BASF  plays  it  flexibly.  "If  we  can  do 
it  alone,  we  do,"  says  Dr.  Hans  Frei- 
ensehner,  deputy  chairman.  "But 
sometimes  it's  better  to  have  a  joint 
venture."  A  case  in  point  is  Dow 
Badische  Co.  in  Williamsburg,  Va.,  the 
largest  U.S.  supplier  of  caprolactam, 
owned  jointly  with  Dow  Chemical. 
But  last  summer  BASF  bought  out 
partner  General  Electrics  half-inter- 
est in  Computron,  Inc.,  a  Bedford, 
Mass.-based  maker  of  magnetic  tape 
(a  product  that  BASF  claims  to  have 
invented  back  in  1932). 

"When  we  decided  to  have  a  joint 
venture  with  GE,"  says  Timm,  "we 
hoped  that  cooperation  with  GE  would 
develop  our  experience  in  building 
instruments.  This  hope  was  not  ful- 
filled. Moreover,  we  found  it  difficult 
to  work  together  with  a  huge  concern 
whose  divisions  are  competing  with 
each  other."  So  BASF  pulled  its  U.S. 
production  and  marketing  operation 
into  a  new  subsidiary,  BASF  Corp., 
New  York,  which  could  well  become 
a  real  factor  in  the  U.S. 

Now  that  BASF  could  soon  be  chal- 
lenging, by  virtue  of  its  planned  ac- 
quisition of  Wintershall,  for  the  No. 
One  spot  in  the  German  chemical  in- 
dustry, Dr.  Timm  plays  down  the 
prospect  of  further  major  mergers  in 
the  German  chemical  industry. 
"Hoechst,  Bayer,  BASF — each  has  be- 
come bigger  than  the  former  I.  G. 
Farben,"  he  says.  "Their  separate  ac- 
tivities and  joint  ventures  abroad  have 
become  so  complicated  '.hat  a  merger 
between  two  of  them  is  almost  im- 
possible." 

But  he  adds,  and  it  could  be  a  warn- 
ing, "It's  not  because  the  board  mem- 
bers of  the  firms  are  afraid  to  lose 
their  independence  or  their  jobs."  ■ 
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How  do  you  finance  the  growth 

your  stockholders  demand 

without  dipping  into  their  pockets? 


Because  of  the  continuing  cost /price  squeeze,  this 
critical  question  plagues  every  company  regardless  of 
size.  Those  companies  that  don't  use  imaginative  financial 
planning  frequently  find  themselves  open  to  attack  by 
unhappy  stockholders. 

Continental  Bank  is  deeply  involved  in  helping  com- 
panies grow  successfully  even  in  the  face  of  shrinking 
margins.  Our  solutions  are  never  the  same.  They  vary 
from  customer  to  customer,  from  industry  to  industry. 
In  fact,  Continental  Bank  is  so  acutely  aware  of  the  dif- 
ferences among  industries  that  our  staff  has  specialists  in 
every  industrial  and  service  category. 

Within  each  category  are  men  thoroughly  familiar 
with  the  problems  and  opportunities  which  exist  in  an 
industry.  Their  recommendations  are  thus  based  on  in- 
depth  knowledge  that  pays  off  in  creative  solutions  to 


your  financial  problems.  By  looking  beyond  balance 
sheets  and  income  statements,  Continental  often  estab- 
lishes totally  new  patterns  of  finance. 

In  brief,  Continental  Bank  can  show  you  how  to  ef- 
fectively operate  within  today's  cost /price  cycle. 

So  call  Continental  Bank.  For  the  sake  of  your 
stockholders. 


It's  what  you'd  expect  from 
the  biggest  bank  in  Chicago. 

Continental  Bank 


**/ 


Continental  Illinois  National  Bank  and  Trust  Company  of  Chicago.  231  South  LaSalle  Street,  Chicago,  Illinois  60690.  Member  F.D.I.C. 


The  Forgetful  Bug. 


Will  the  bugs 
boomerang  on  Avis? 


Because  we  try  harder  doesn't  mean  we're 
perfect. 

The  girl  behind  the  Avis  counter  can  have  an 
off  day  just  like  anyone  else-and  goof  up  your 
car  rental. 

And  in  an  emergency  our  garage  men  are  some- 
times tempted  to  let  a  car  slip  through  unwashed. 

But  don't  expect  any  alibis  from  Avis. 

As  a  matter  of  fact,  when  you  rent  one  of 
our  shiny  new  Plymouths,  we  even  give  you  a  set  of 
bug  stickers. 

With  instructions  to  sock  it  to  us  if  you  spot 
any  trouble. 

We  want  you  to  bug  us.  It's  for  our  own  good. 

In  our  struggle  to  get  to  the  top       We  try , 
in  rent  a  cars,  we're  entitled  to 
make  a  few  mistakes. 

But  we  don't  intend  to  make  the 
same  mistake  twice. 


©AVIS  RENT  A  CAR  SYSTEM,  INC.  A  WORLDWIDE  SERVICE  OFITT. 


The  Money  Men 


Computers 

can  put  a  man 

on  the  moon, 

can't  they? 


William  J.  O'Neil 


How's  this  for  turnover?  The 
fund  has  70-odd  stocks  in  its  port- 
folio. In  a  single  three-month  pe- 
riod (ended  June  30)  it  traded  in 
168  individual  issues.  Of  the  156 
purchases  made  during  the  quarter, 
no  less  than  68  were  substantially 
closed  out  during  the  same  quarter. 

We  are  talking  about  Beverly 
Hills,  Calif.'s  O'Neil  Fund.  It's  one 
of  the  runaway  successes  of  the 
investment  business  today:  up 
from  $9  million-odd  at  the  end  of 
the  1967  fiscal  year  to  a  current 
$44  million,  and  more  than  dou- 
bling last  year  in  net  asset  value  to 
put  on  one  of  the  hottest  perform- 
ances at  the  red-hot  end  of  the 
fund  spectrum.  This  year  it  ex- 
pects to  start  up  the  O'Neil  Insti- 
al  Fund. 

But  the  fund  is  only  part  of  the 
story.  William  O'Neil  &  Co.  Inc. 
man  $100     million 

in  individual  accounts.  As  a  mem- 
ber firm  of  the  New  York  Stock  Ex- 
change it  is  currently  generating 
commissions  at  the  rate  of  about 
$7  million  a  year.  Its  comp 
work  is  a  ed  as  that  ol 

in  the  investri 

President     Will:  ,       O'Neil, 

a  Texan,  is  35.  William  O'Neil  & 


Co.     isn't     yet     five     years     old. 

Even  if  you're  blase  about  trad- 
ing funds — and  who  isn't  these 
days — you've  got  to  concede  that 
nobody  outtrades  Bill  O'Neil,  not 
Gerry  Tsai,  not  George  Chestnutt, 
not  Fred  Alger,  not  John  Hartwell. 
Nobody. 

For  Bill  O'Neil  no  stock  is  good 
or  bad  in  itself,  but  only  for  the 
fast  gains  he  can  get  out  of  it. 
He's  not  interested  in  "investing"; 
he  only  wants  stocks  when  they 
are  actively  moving.  Says  he: 
"Even  the  best  of  stocks  go  through 
cycles.  You  want  to  be  in  them  only 
when  they  are  beginning  to  show 
favorable  trends.  These  trends 
don't  last  indefinitely;  on  the  aver- 
age, six  to  12  months."  Nothing  is 
sacred,  not  even  IBM.  It  went  in 
and  came  out  of  the  O'Neil  Fund 
during  the  June  quarter.  In  the 
course  of  a  year  the  O'Neil  traders 
will  be  in  and  out  of  several  hun- 
dred stocks,  sometimes  the  same 
ones  again  and  again.  The  great 
majority  are  either  Amex  stocks  or 
smaller  Big  Board  companies. 

O'Neil  points  out  that  his  port- 
folio has  slowed  down  since  the 
June  quarter.  But  his  idea  of 
slow  is  relative.  "I'd  say  we'll  have 


a    three-point-something    turnover 
rate    over    the    next    12    months." 
(Currently  the  average  mutual  fund 
turns    its    portfolio    approximately . 
once  every  2/2  years. ) 

Doesn't  this  hading  expose  his 
customers  to  high-taxed  short-term 
capital  gains? 

.  O'Neil  claims  not.  "If  the  thing 
works  the  way  it  is  supposed  to, 
we  get  a  large  number  of  short-term 
capital  losses  and  breakevens  and 
a  smaller  number  of  six-month-or- 
better  gains.  But  the  losses  would 
be  small  and  the  profits  big.  Any- 
how, for  tax  purposes  we  must  get 
at  least  two-thirds  of  our  gains  from 
stocks  held  longer  than  three 
months." 

How  can  a  single  group  of  men 
keep  up  with  so  many  different 
stocks?  The  O'Neil  portfolio  man- 
agers don't  have  to  keep  track  of 
them.  Their  IBM  computers  do 
it.  Says  Bill  O'Neil:  "The  com- 
puters do  80%  of  the  work  for  us 
in  stock  selection. 

"We  use  the  computer  like  a 
radar  screen,"  he  explains,  "to 
monitor  over  2,000  stocks. 

"The  trick  is  to  find  the  patterns 
of  cause  and  effect  between  the 
facts  and  figures  and  the  way  the 
market  reacts  to  them.  What  com- 
bination of  market  environment  and 
news  has  made  a  given  stock 
go  up?  Or  down?  When?  And  why? 
We  program  the  computers  to  rec- 
ognize the  patterns." 

This  is  the  kind  of  thing  that  the 
great  old-time  traders  carried  in 
their  heads  and  in  their  guts.  But 
they  couldn't  do  it  for  anything 
like  the  number  of  stocks  that  a 
computer-aided  trader  can.  Nor 
could  they  react  as  fast.  O'Neil 
claims  no  magic  for  his  computer 
programs;  simply  that  they  make  a 
good  portfolio  manager  immensely 
more  efficient. 

And  the  computer,  O'Neil  ar- 
gues, makes  the  portfolio  manager 
more  objective. 

"The  computer  has  no  bias.  It 
has  no  bias  for  being  fully  invested. 
It  doesn't  necessarily  prefer  small 
companies  and  new  companies.  It 
will  signal  old  dogs  when  the  old 
dogs  are  moving.  The  best  per- 
formers don't  have  to  be  growth 
stocks.  They  can  be  stocks  that  are 
so  bad  that  they're  good.  They  can 
be  old  dogs  that  get  new  blood. 

"Look  at  the  railroads.  Every- 
body knows  their  profits  are  bad 
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What  it  takes 
to  be  No.l 


by  Vince  Lombardi 


You've  got  to  pay  the  price. 

"Winning  is  not  a  sometime  thing;  it's  an  all-the- 
time  thing.  You  don't  win  once  in  a  while,  you  don't 
do  things  right  once  in  a  while,  you  do  them  right 
all  the  time.  Winning  is  a  habit.  Unfortunately, 
so  is  losing. 

"There  is  no  room  for  second  place.  There  is  only 
one  place  in  my  game  and  that  is  first  place.  I  have 
finished  second  twice  in  my  time  at  Green  Bay  and 
I  don't  ever  want  to  finish  second  again.  There  is  a 
second  place  bowl  game,  but  it  is  a  game  for  losers 
played  by  losers.  It  is  and  always  has  been  an 
American  zeal  to  be  first  in  anything  we  do  and  to 
win  and  to  win  and  to  win. 

"Every  time  a  football  player  goes  out  to  ply  his 
trade  he's  got  to  play  from  the  ground  up— from 
the  soles  of  his  feet  right  up  to  his  head.  Every  inch 
of  him  has  to  play.  Some  guys  play  with  their 
heads.  That's  O.K.  You've  got  to  be  smart  to  be 
No.  1  in  any  business.  But  more  important,  you've 
got  to  play  with  your  heart— with  every  fiber  of 
your  body.  If  you're  lucky  enough  to  find  a  guy 
with  a  lot  of  head  and  a  lot  of  heart,  he's  never 
going  to  come  off  the  field  second. 

"Running  a  football  team  is  no  different  from 
running  any  other  kind  of  organization— an  army, 
a  political  party,  a  business.  The  principles  are  the 
same.  The  object  is  to  win— to  beat  the  other  guy. 
Maybe  that  sounds  hard  or  cruel.  I  don't  think  it  is. 

"It's  a  reality  of  life  that  men  are  competitive 
and  the  most  competitive  games  draw  the  most 
competitive  men.  That's  why  they're  there— to 
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compete.  They  know  the  rules  and  the  objectives 
when  they  get  in  the  game.  The  objective  is  to  win— 
fairly,  squarely,  decently,  by  the  rules— but  to  win. 

"And  in  truth,  I've  never  known  a  man  worth  his 
salt  who  in  the  long  run,  deep  down  in  his  heart, 
didn't  appreciate  the  grind,  the  discipline.  There  is 
something  in  good  men  that  really  yearns  for,  needs, 
discipline  and  the  harsh  reality  of  head-to-head 
combat. 

"I  don't  say  these  things  because  I  believe  in  the 
'brute'  nature  of  man  or  that  men  must  be  brutal- 
ized to  be  combative.  I  believe  in  God,  and  I  believe 
in  human  decency.  But  I  firmly  believe  that  any 
man's  finest  hour— his  greatest  fulfillment  to  all  he 
holds  dear— is  that  moment  when  he  has  worked 
his  heart  out  in  a  good  cause  and  lies  exhausted  on 
the  field  of  battle— victorious." 


This  is  the  first  in  a  scries  of  special  messages  ice  are 
sending  to  all  our  own  people. 

We  ask  National  Car  Rental  people  to  put  themselves 
in  the  customer's  shoes — to  dedicate  their  efforts  to  mak- 
ing the  customer  No.  1 — and  to  pay  the  price. 

Maybe  you'd  like  to  tell  your  people  the  sayne  thing. 
If  so,  we'd  be  happy  to  supply  you  with  reprints  of  this  ad 
without  charge.  Simply  drop  us  a  note  at  Dept.  2,  5000 


NATIONAL 

CAR  RENTAL 


The  Company  that's 

willing  to  pay  the  price 

to  make  the  customer  No.  1 
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What's  up  with  Southern  Railway 
containers  these  days? 

Just  about  everything 
but  their  highway  chassis. 


ASH'IOA 


us  it  just  doesn't  make  sense  to  rail-haul  the 

adweight  of  highway  wheels  and  under- 

imes. 

So  we  leave  the  highway  chassis  behind, 

fking  at  the  terminal,  while  freight-filled  con- 

ners  make  the  long-haul  journey  by  econom- 

rail.  At  the  other  end,  the  containers  are 
ided  onto  other  chassis  for  the  short  highway 

to  final  destination. 


Containerization— we  helped  pioneer  it— is 
the  ideal  way  of  "packaging"  freight  for  inter- 
modal  transportation  by  rail,  highway,  sea,  even 
air.  It  saves  shippers  money.  It  helps  keep  our 
costs  down,  too,  so  we're  better  able  to  maintain 
competitive  rates  that  combine 
with  service  to  help  our  cus- 
tomers squeeze  the  waste  out  of 
their  distribution. 
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S  A  GREEN  LIGHT  TO  INNOVATIONS  THAT  SQUEEZE  THE  WASTE  OUT  OF  DISTRIBUTION  /  SOUTHERN  RAILWAY  SYSTEM.  WASHINGTON.D-  C" 


this  year,  but  the  railroads  have 
been  ahead  of  the  market."  There 
sits  among  the  small  Amex  com- 
panies and  growth  stocks  in  some 
of  O'Neil's  accounts  a  very  con- 
servative old  railroad  stock,  Union 
Pacific.  After  years  of  relative  in- 
activity, UP  came  to  life  this 
spring  and  O'Neil  bought  it  a  few 
months  later.  To  date,  he  hasn't 
much  of  a  profit,  but  the  purchase 
shows  that  his  computer-aided  man- 
agers have  few  prejudices  about 
what  kind  of  stocks  they'll  buy. 

We  reminded  O'Neil  that  he  isn't 
the  only  money  man  who  uses  com- 
puters for  flagging  stocks.  He 
agreed,  but  added:  "Aside  from 
record -keeping,  most  of  the  others 
use  them  for  watching  one  or  two 
factors.  Ours  is  more  complex.  We 
look  at  everything  a  good  portfolio 
manager  can  think  of.  Not  just  a 
few  pet  leading  indicators — about 
30  factors  in  all  on  2,000  stocks." 

He  proceeded  to  list  some  of 
them:  quarter-by-quarter  earnings 
for  five  years;  earnings  estimates; 
price;  volume;  relative  strength;  in- 
dustry conditions;  capital  structure; 
institutional  sponsorship;  the  tech- 
nical factors;  the  over-all  stock 
market;  supply-and-demand  rela- 
tionship  figures. 

"Then  we  weight  them." 

We  asked  him  about  his  weight- 
ing among  all  these  factors. 

"I'm  not  going  to  talk  too  much 
about  them,"  he  shot  back.  "I 
didn't  spend  all  this  money  gather- 
ing material  and  experimenting  to 
give  my  experience  away." 

Shy  Salesman 

If  all  this  sounds  like  sales  talk, 
we  hasten  to  add  that  Bill  O'Neil 
isn't  the  salesman  type.  Earnest, 
yes.  Glib,  no.  A  rumpled-looking, 
shy  young  man  who  talks  in  a  fast 
monotone,  O'Neil  is  a  relative  new- 
comer to  money  management.  In 
1958,  fresh  from  service  as  an 
Air  Force  purchasing  officer  and 
with  a  degree  in  l.usiness  from 
Dallas'  Southern  Methodist  I 
versity,  he  went  to  work  as  an 
account  executive  in  the  Los 
geles  office  of  Hayden,  Stone  Inc. 

Bill  O'Neil  was  just  25,  and  his 
bosses  spotted  him  a  a  eonier. 
They  sent  him  to  Harvard  Bu  ness 
School's  Management  Development 
Program.  There  he  was  filled  with 
computer  lore,  and  it  struck  him 
that  the  whole  investment  business 


was  behind  the  times  when  it  came 
to  applying  computers  to  its  de- 
cision-making as  opposed  to  mere 
bookkeeping.  "I  figured  there  had 
to  be  better  ways  to  manage 
money,"  he  says. 

In  the  early  Sixties,  after  making 
a  modest  killing  in  Chrysler  and 
Syntex,  he  paid  $210,000  for  a 
seat  on  the  New  York  Stock  Ex- 
change, rented  a  computer  and 
went  into  the  money-management 
and  brokerage  business. 

William  O'Neil  &  Co.  isn't  just 
another  investment  counsel  or  bro- 
kerage house.  Neither  is  it,  as  so 
many  other  West  Coast  houses  are, 
heavily  involved  in  underwriting 
and  mergers.  O'Neil  calls  it  "a  new 
kind  of  brokerage  house." 

It  was  O'Neil's  deliberate  inten- 
tion to  create  an  investment  busi- 
ness built  around,  rather  than  mere- 
ly supplemented  by,  computers. 
There  is  no  public  board  room  in 
the  rather  austere  O'Neil  offices 
just  off  fashionable  Wilshire  Bou- 
levard. No  customers  men  sitting 
around,  juggling  telephones.  If  you 
want  to  have  an  account  with 
O'Neil  you  sign  a  contract — what 
he  calls  an  investment  management 
agreement.  The  firm  buys  and  sells 
for  your  account.  You  find  out 
about  the  trade  after  it  happens. 

At  the  O'Neil  firm  there's  no 
registering  of  securities;  everything 
is  in  street  name.  No  small  accounts 
and  very  little  hand-holding.  O'Neil 


feels  these  things  are  to  blame 
for  a  good  deal  of  Wall  Street's 
current  paperwork  troubles. 

Or  you  can  buy  the  O'Neil  Fund'. 
But  O'Neil  hasn't  gone  out  of  his 
way»to  make  that  easy.  He  charges 
only  a  6%  load,  as  compared  with 
the  conventional  8.5%,  which  means 
'that  most  brokers  and  dealers 
aren't  in  a  hurry  to  handle  it. 
He  hasn't  tried  to  cash  in  on  his 
publicity  with  a  big  underwriting  as 
men  like  Gerry  Tsai,  John  Hart- 
well  and  Fred  Alger  have  done. 
Instead,  O'Neil  is  trying  to  build 
his  own  captive  sales  force.  That 
way  he  lessens  the  problem  of  re- 
demptions and  maximizes  the  firm's 
stock-exchange  commission  income. 
This  year  the  fund  alone  should 
generate  close  to  $2  million  in 
brokerage  for  William  O'Neil  &  Co. 

What  are  O'Neil's  computers  say- 
ing these  days? 

"I  do  believe,"  he  drawls,  a  touch 
of  Texas  coming  through,  "that  the 
market's  going  up.  I  expect  to  see 
it  a   good  deal  higher  in  a  year. 

"The  market  almost  always 
moves  against  the  way  people 
think  it  will.  Right  now  sentiment 
is  on  the  bearish  side,  but  30 
months  have  passed  since  the  DJI 
hit  its  high  of  1,000,  and  time  is 
running  out  on  the  consolidation." 

A  Bit  Scary 

We  left  feeling  impressed  by  Bill 
O'Neil.  But  with  reservations.  We 
thought:  He's  not  the  first  smart 
young  money  man  to  perform  well 
with  hot  stocks  in  a  hot  stock  mar- 
ket; he's  not  the  first  to  look  for 
a  formula  for  beating  the  stock 
market.  Moreover,  his  computer 
programs  don't  seem  to  be  working 
as  well  this  year  as  last:  O'Neil 
liquidated  heavily  at  the  turn  of 
the  year,  went  back  in  during  early 
spring  and,  overall,  his  fund,  as  of 
mid-November,  is  not  yet  showing 
a  gain  over  last  year. 

But  we  thought  this  too:  The 
world  is  changing  fast  and  com- 
puters are  doing  more  than  their 
share  in  changing  it,  to  the  point 
where  it's  getting  a  bit  scary.  May- 
be Bill  O'Neil  will  pioneer  more 
efficient  investment  methods.  May- 
be he  will  make  it  big. 

He  himself  hasn't  many  doubts. 
"They're  going  to  put  a  man  on 
the  moon  with  computers,"  he  likes 
to  say.  "The  stock  market  isn't 
that  complicated."  ■ 
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California  Wine:  Everybody  Wants  In 

For  every  glass  of  wine  he  drinks,  the  average  American  adult 
downs  about  17  times  as  much  beer.  Which  is  precisely  why 
some  very  smart  big  companies  want  to  get  into  the  wine  business. 


Harvest  time  is  happy  time,  and  so 

it  was  earlier  this  fall  in  the  Cali- 
fornia wine  country,  from  Napa  and 
St.  Helena  south  to  Santa  Clara. 
Modesto  and  Cucamonga.  But  the  re- 
joicing among  California's  225-plus 
winemakers  was  not  merely  for  one 
<>1  the  decade's  best  harvests,  plus 
sales  that  are  running  nearly  20% 
ahead  of  1967.  It  was  also  for  the 
continuing  wine-drinking  boom  that 
has  tripled  table-wine  sales  since 
1950.  Even  so,  the  average  American 
adult  drinks  onl)  1%  gallons  ol  wine 
compared  with  about  28  gallons  of 
hard  liquor  and  28  gallons  of  beer. 
The  potential  for  growth  is  thus 
breathtaking. 

This  is  behind  the  unmistakable 
smell  of  money  in  the  wine  country 
air  today,  acquisition  money  that  has 
ahead)  begun  to  prj  some  of  the  Cali- 
fornia wine  companies  away  from 
their  family  owners  So  far,  the  ac- 
quiring has  been  done  by  big  liquor 
companies.  Schenley  Industries  has 
owned  the  Roma  and  Cresta  Blanca 
wineries  lor  decades.  Distillers  Corp.- 
Seagrams    controls    both    Paul    Mas- 


son  Vineyards  and  San  Francisco's 
Fromm  &  Sichel,  which  distributes 
Christian  Brothers  wines. 

Now  other  liquor  outfits  are  join- 
ing in.  In  1966  Brown-Foreman  took 
over  the  distribution  of  Korbel  cham- 
pagne. Late  in  1967  National  Dis- 
tillers, which  earlier  had  owned 
Italian  Swiss  Colony ,  bought  Almaden 
Vineyards.  Just  last  month  Heublein, 
Inc.  announced  plans  to  acquire  an 
82%  control  of  United  Vintners,  the 
big  1,600-member  growers  co-op  that 
produces  Italian  Swiss  Colony,  Petri 
and  Inglenook  wines. 

But  nonliquor  companies  are  in- 
terested too,  including  a  giant  dairy 
concern,  one  of  the  largest  grain  mil- 
lers and  a  national  brewing  company. 
The  list  ol  prospective  buyers  also 
includes  a  billion-dollar  chemical  con- 
cern, a  front-rank  movie  outfit  and 
several   uood-sized  conglomerates. 

Like    Growing    Money 

After  the  repeal  of  Prohibition  in 
1933  the  industry  was  made  up  of 
hundreds  of  small  family  wineries, 
with    little    money    or    merchandising 


Grape  Vine.  In  ihe  smallish  California  wine  business  competitors  can,  and 
do,  watch  each  others'  operations  closely.  Thus  heated  rivalries  thrive,  as 
between  United  Vintners'  Larry  Solari  (left)  and  Ernest  Gallo  (center),  whose 
popular-priced  Italian  Swiss  and  Gallo  wines  are  the  industry's  leading 
sellers.  Another  pits  this  pair  against  the  premium  vintners  of  the  Napa 
and   Sonoma    Valleys,    like    Brother    Gregory's    Christian    Brothers    (right). 


know  how,  whose  vineyards  would  take 
years  to  produce  premium  grapes  in 
any  quantity.  Then  World  War  II  gave 
the  industry  a  tremendous  boost.  Wine 
from  Europe  was  suddenly  cut  off, 
and  the  sales  curves  of  the  struggling 
California  wineries  began  to  rise. 
Sensing  this,  Schenley,  Seagrams  and 
National  Distillers  led  the  first  ac- 
quisition wave  in  the  early  1940s. 
Shortly  after  taking  over  Cresta  Blan- 
ca, Schenley  was  able  to  boost  its 
sales  from  10,000  gallons  to  over 
1  million  gallons  (though  creating 
consumer-image  problems  in  the  pro- 
cess). During  this  period  Ernest  and 
Julio  Gallo  began  pushing  their  popu- 
lar-priced wines  to  become  the  in- 
dustry's leading  producers. 

Until  the  early  1950s  the  gains 
were  largely  in  dessert  wines — 
sherry,  port,  muscatel  and  Tokay — 
whose  annual  volume  topped  90  mil- 
lion gallons.  But  further  gains  in 
dessert  wines  were  limited  by  their 
relatively  close  competition  with  hard 
liquor.  About  that  time  grapes  to 
produce  premium  table  wines — Bur- 
gundy, claret,  rose,  sauterne,  Chablis 
— came  into  more  plentiful  supply, 
and  the  industry  stepped  up  its  pro- 
motion of  wine-drinking  with  meals. 

The  results  have  been  spectacular 
— and  could,  theoretically  at  least, 
continue  that  way.  True,  dessert  wine 
sales     have  slipped  a  bit  to  between 
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You  too  are  part  of  a  buyer's  market. 


An  Auction:  Carl  Spielter.  Signed  and  dated  1903.  From  the  Forbes  Collection. 

Not  the  usual  kind  of  buyers  market,  but  a  market 
made  up  of  people  who  make  decisions  to  buy. 
The  executives  who  say  "yes"  or  "no"  to  the  commit- 
ment of  a  company's  dollars  and  cents  for 
machinery,  equipment,  materials,  fixtures  and 
other  major  expenditures. 

The  1968  Simmons  Study  provides  valuable  insight 
into  the  concentration  of  adult  readers  in  specific 
magazine  audiences  who  have  responsibility  for  those 
all-important  purchasing  decisions.  Here  are  some 
revealing  statistics  concerning  several  selected 
magazines: 


%  OF  ADULT  AUDIENCES  EMPLOYED  AS  PROFESSIONAL  OR  MANAGERIAL. 


Who  make  purchasing  decisions  on 
manufacturers  material  &  supplies 


Fortune 
FORBES 

Business  Week 
U.S.  News 
Newsweek 
Time 

U.S.  Total 


14.3 
13.6 

13.5 
8.0 
6.9 
5.8 

3.0 


Who  make  purchasing  decisions  on  indus- 
trial machinery,  fixtures  &  accessories 


FORBES 

Fortune 
Business  Week 
U.S.  News 
Newsweek 
Time 

U.S.  Total 


12.3 

11.8 

11.3 

6.0 

5.1 

3.7 

1.9 


Who  make  any  purchasing  decisions 


FORBES 

Fortune 
Business  Week 
U.S.  News 
Newsweek 
Time 

U.S.  Total 


Who  make  purchasing  decisions 
on  office  equipment  &  material 


34.6 

FORBES 

32.3 

Business  Week 

28.3 

Fortune 

19.2 

U.S.  News 

15.7 

Time 

15.6 

Newsweek 

7.6 

U.S.  Total 

Who  make  purchasing  decisions  on 
building  materials  &  fixtures 


19.0 

Fortune 

15.5 

FORBES 

14.6 

Business  Week 

9.2 

U.S.  News 

7.2 

Newsweek 

6.4 

Time 

3.0 

U.S.  Total 

11.5 
10.0 
9.6 
6.7 
6.5 
4.7 

2.2 


Forbes  readers  don't  just  own  American  business. 
They  run  it. 


Forbes:  capitalist  tool 


S3  million  and  90  million  gallons  a 
year.  But  sales  of  table  wines  have 
'soared  from  around  20  million  gallons 
in  1950  to  about  70  million  gallons. 
Sparkling  wine  sales — Champagne, 
Sparkling  Burgundy — have  grown 
from  400,000  gallons  to  over  5  mil- 
lion. In  all,  the  California  wine  indus- 
try now  ships  over  150  million  gallons 
a  year,  or  73'c  of  all  the  wine  con- 
sumed in  the  U.S.,  worth  about  $800 
million  at  retail.  (Another  15%  comes 
from  other  states,  notably  New  York; 
the  remaining  102  is  imported.) 

The  growth  in  table  wines  has  been 
achieved  despite  two  significant 
handicaps.  One  is  the  rapid  growth 
of  imported  table  wines,  which  have 
cut  into  California's  total  U.S.  market 
share  in  the  last  decade  by  some  five 
percentage  points.  The  foreign  in- 
road has  been  sparked  by  highly 
aggressive  promotion,  favorable  tariff 
regulations  and  the  cachet  of  the 
'imported"   label. 

The  other  handicap  is  the  shortage 
of  such  grapes  as  Pinot  Noir  and 
Johannisburg  Riesling  to  make  top- 
quality  table  wines.  "We're  actually 
rationing  our  stocks  of  these  wines," 
says  Alfred  Fromm,  the  man  whose 
marketing  skill  rescued  Christian 
Brothers  from  bankruptcy  in  the  late 
Thirties.  "Everyone  is."  The  seller's 
market  that  exists  in  these  so-called 
varietal  wines  has  led  normally  con- 
servative winemakers  to  raise  their 
bottom  price  on  premium  table  wines 
from  $1.49  a  fifth  to  $1.59  in  the 
last  90  days.*  Ernest  Gallo,  whose 
E.&J.  Gallo  Winery  accounts  for  one- 
third  of  California's  total  volume, 
says:  "If  we  only  had  more  of  the 
proper  varieties  of  grapes,  we  could 
sell   a   lot   more   wine   than   we   do." 

The    Auction    Block 

For  all  the  tiny,  family-run  win- 
eries in  California,  over  90%  of  the 
industry's  sales  today  are  made  by 
a  handful  of  highly  aggressive,  well- 
managed  outfits.  It  is  on  these  com- 
panies that  the  attentions  of  potential 
Suitors  have  focused. 

The  volume  leader  in  premium 
wines  is  Almaden,  which  in  the  12 
months  through  July  31  shipped  1.7 
million  cases.  Next  come  Paul  Mas- 
son,  with  nearly  1.5  million  cases,  and 
Christian   Brothers  with   1.3   million. 

Because  of  their  differing  product 
mixes,  dollar  sales  vary  widely. 
Christian  Brothers,  with  over  1  mil- 
lion additional  cases  of  brandy  priced 
at  $5.29  a  fifth,  does  around  $60 
million  a  year.  Masson,  exclusively  in 
premium  table  wines  retailing  at 
$1.59  a  fifth  and  up,  has  sales  of 
around    $25    million.    Almaden    goes 

•Prices  used  are  California  prices,  where  state 
taxes  are  low. 
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Buy  California.  Despite  their 
handsome  sales  growth,  pre- 
mium winemakers  like  Al- 
maden's  H.  Peter  Jurgens 
(above)    and    Paul   Masson's 


Otto  Meyer  (above)  have  felt 
the  competition  from  import- 
ed wines.  "You  have  to  look 
at  price  vs.  quality,"  con- 
tends Jurgens.  "The  handful  of 
European  wines  that  are  bet- 
ter than  ours  cost  $50-$100  a 
case."  Both  have  taken  dead 
aim  at  imports  in  their 
advertising.  Sample  Masson 
ad:  "Paul  Masson  is  Amer- 
ica's best-selling  premium 
wine  in  Europe.  You  can't 
fool  Europeans  about  wine." 


Vintage?  California's  even  climate,  winemakers  boast,  makes  every  year 
a  vintage  wine  year.  But  small  quality  fluctuations  can  have  dire  effects  on 
independent  growers  who  supply  the  grapes.  For  example,  a  drop  of  only 
3%  in  the  sugar  content  of  Gamay  grapes,  caused  by  a  late  spring 
coupled  with  too  much  rain,  would  have  pared  this  year's  price  by  25%. 


Grow  your  own 

top  sales  managers  & 
management  staff! 


Here's  time  for  training  you  didn't 
know  existed.  We  offer  six  complete  1  - 
hour  taped  programs  by  Joe  Batten, 
author  of  AMA's  "Tough-Minded  Man- 
agement", world-famous  speaker, 
writer  and  educator. 

Packaged  in  cassettes  for  portable 
recorders.  Use  anywhere.  It's  the 
easiest,  most  effective,  least  expensive 
development  program  you  can  provide 
-or  it  won't  cost  you  a  cent! 

10-Day  FREE  TRIAL  OFFER 

(SEND  NO  MONEY) 

Use  these  tested  programs  to  ensure  steady 
growth  from  within.  You  can't  miss.  Order 
now  for  1 0-day  FREE  trial.  If  you  aren't  con- 
vinced they're  the  best  you've  ever  heard, 
send  them  back-you  owe  nothing.  We  guar- 
antee your  complete  satisfaction. 

Complete  Portfolio,  $99.50  postpaid 

(6  one-hour  tapes  in  cassettes) 

EXECUlAPE  systems,  inc. 

P.  O.  Box  28,  Lincoln,  Nebraska  68501 


a  qiPr  of  Iove 


pENdANT  OR  CHARM 

She  will  cherish  forever  this  elo- 
quent message  in  romantic  French, 
engraved  on  14K  Gold  with  3 
brilliant  diamonds  set  in  a  heart. 
Lovely  as  a  pendant  or  charm. 
(Also  as  a  brooch)  $54. 

Comas  with  a  translation  0/  Rostrand  i  original  vtrw. 

Fine  14K  Gold  Double-Link 

Pendant  Chain.  $7.50 

Beautifully  lift  bo  ltd  •  Satisfaction  fuinnteed 

If  Diners'  Club,  Amer.  Express  or  Carte  Blan  he 

charges,  give  number  &  signature. 

Mail  orders  shipped  postpaid.  Write  Dept.  F0  12 


lernn 


S30  MADISON  AVE. 

(CORNER  S4th) 

NEW  YORK  22,  N.  Y. 

Plaza  3-8688 


further  down  the  price  scale  with  a 
large  volume  in  intermediate-priced 
($1.27  a  fifth)  mountain  red  and 
white  wines,  which  it  sells  heavily  in 
reduced-priced  gallons  and  half-gal- 
lons. Its  annual  volume:  around  $15 
million. 

Profit  figures  for  these  closely  held 
companies  are  hard  to  come  by.  The 
only  publicly  held  independent  wine 
concern  is  New  York  State's  Taylor 
Wine  Co.,  which  in  1967  netted  a 
generous  $3.6  million  on  sales  of  $26 
million.  But  Almaden,  the  smallest  of 
the  Big  Three  California  premium 
wine  producers,  claims  that  it  netted 
better  than  $2  million  on  its  $15  mil- 
lion volume  in  1967. 

The  most  spectacular  growth,  how- 
ever, has  been  chalked  up  by  the 
two  big  producers  of  popular-priced 
wine  (under  $1  a  fifth),  Gallo  and 
United  Vintners.  Between  them  they 
account  for  around  60%  of  the  wine 
shipped  from  California,  and  almost 
half  of  the  wine  consumed  in  the 
U.S.  Gallo  probably  does  in  excess 
of  $100  million  in  annual  sales  and 
nets  close  to  $10  million.  United 
Vintners,  as  a  co-op,  does  not  make 
profits  as  such.  But  a  source  close 
to  the  company  estimates  that  its  so- 
called  "returns  to  growers"  run 
around  $5  million  to  $6  million  on 
$100  million  in  sales. 

There  are  also  quite  a  number 
of  prosperous  smaller  companies  in- 
cluding Louis  M.  Martini,  Beaulieu, 
Wente  Bros.,  Korbel,  Beringer  Bros, 
and  C.  Mondavi  &  Sons  (Charles 
Krug).  None  has  sales  much  over  $5 
million.  But  by  producing  only  fine 
wine  and  concentrating  their  distribu- 
tion in  limited  areas,  they  have  man- 
aged so  far  to  prosper  against  the 
bigger  companies.  This  group  has 
well-established  brand  names  but  will 
need  sizable  injections  of  money  if 
they  are  to  grow.  It  is  among  them 
that  future  acquisitions  will  probably 
take  place. 

The  Stainless   Steel  Wine   Barrel 

The  leaders  in  all  this  growth  have 
been  Ernest  and  Julio  Gallo.  From  his 
Modesto  office  Ernest  Gallo,  the 
operating  head  of  the  company,  looks 
out  over  row  after  row  of  steel  tanks 
that  contain  over  60  million  gallons 
of  wine.  A  nearby  warehouse,  the  size 
of  several  football  fields,  contains  over 
3  million  cases  of  wine  stacked  floor 
to  ceiling  in  endless  rows. 

Ernest  Gallo  is  the  marvel  of  the 
industry,  drawing  respectful  com- 
ments even  from  those  premium  wine- 
makers  who  tend  to  turn  up  their 
noses  at  his  89-cent  wines.  The  Henry 
Ford  of  the  wine  business,  he  sells  a 
product  of  admirable  quality  at  low 


When  you  consider 
how  important 
investment  ideas 
are...you  can 
understand  why 
Dean  Witter  &Co. 
works  so  intently 
to  find  good  ones 
for  you. 

We  invest  $2%  million  annually 
to  run  the  Dean  Witter  Research 
Department  — a  department  whose 
only  goal  is  to  produce  sound 
investment  ideas  for  you. 

Reports  on  companies  and 
industries,  and  the  market  outlook 
as  a  whole,  flow  from  our  regional 
research  centers  directly  to  1067 
Account  Executives.  On-the-spot 
reports  from  our  men  on  the  floor 
of  the  New  York  Stock  Exchange 
are  relayed  twice  daily  to  our 
Account  Executives  in  64  offices 
nationwide.  All  of  this  information, 
and  more,  is  distributed 
through  50,000  miles  of  private 
leased  wires. 

The  result  is:  Dean  Witter 
Account  Executives  have  an  almost 
continual  flow  of  solid,  research- 
based  ideas  to  assist  you  in  your 
efforts  to  achieve  your  investment 
goal.  If  you'd  like  more  information 
on  how  we  can  help  you,  just  call 
the  manager  of  the  Dean  Witter 
office  nearest  you.  He'll  be  glad  to 
arrange  an  appointment,  without 
cost  or  obligation,  of  course. 

You  're  close  to  men  who  know . . . 
when  you  invest  with 

Dean  Witter  &  Co. 

INCORPORATED 

Member  New  York  Stock  Exchange 

DIVISION  OFFICES  IN 

SAN  FRANCISCO  •  LOS  ANGELES  •  NEW  YORK  •  CHICAGO 

OTHER  OFFICES  THROUGHOUT  THE  U.S. 

®1968-O.W.  A  CO. 
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prices  by  employing  mass  production 
and  merchandising. 

The  Gallo  brothers  advertise  pro- 
ducts more  intensely  than  anyone  else 
in  the  business,  with  an  ad  budget 
that  runs  S5  million-SlO  million  a 
year',  or  as  much  as  8%-9%  of  sales,  a 
huge  proportion  for  a  beverage  com- 
pany. They  have  sustained  this  sales 
growth  by  bringing  out  a  steady 
stream  of  unconventional  but  highly 
salable  wines  with  unique  labels 
such  as  Paisano,  Thunderbird,  Hearty 
Burgundy,  White  Ripple.  Red  Ripple 
and  Pink  Chablis. 

Moreover,  the  Gallos  have  inte- 
grated their  winemaking  much  as 
a  steel  or  chemical  company  would. 
They  make  their  own  bottles  and 
caps.  They  transport  their  product 
from  the  winery  in  their  own  fleet  of 
100  trucks.  They  own  one  of  the 
three  largest  wine  distributors  in  the 
nation,  and.  by  virtue  of  the'-  huge 
sales  volumes,  have  a  strong  voice  in 
the  operations  of  dozens  of  other 
wholesalers.  They  have  even  consider- 
ed making  their  own  cartons  and 
their  labels. 

The   Merchandisers 

Indeed,  the  little  old  winemaker 
image  does  not  ring  true  with  any  of 
the  larger  California  wine  companies. 
Almaden  President  II.  Peter  Jurgens 
is  a  supersalesman-type  who  was 
marketing  vice  president  at  San 
Francisco's  General  Brewing  Co. 
(Lucky  Lager)  in  the  late  Forties. 
Jurgens  and  Louis  Benoist,  formerly 
Almaden's  largest  stockholder,  have 
pushed  hard  on  volume  in  recent 
years,  making  considerable  headway 
by  emphasizing  bulk  gallon  and  half- 
gallon  mountain  red  and  white  wines 
at  relatively  low  prices. 

By  contrast,  Otto  Meyer,  the  thickly 
accented  descendant  ol  a  long  line 
of  German  winemakers  who  heads  up 
Paul  Masson,  refuses  to  get  into  lower- 
priced  mountain  wines.  Still,  his  vol- 
ume nearly  equals  that  of  Almaden 
in  cases  and  far  exceeds  it  in  dollars. 

B.C.  (Larry)  Solari  of  United  Vint- 
ners is  a  large  grape  grower,  but  his 
forte  is  merchandising.  His  "Little  Old 
Winemaker"  advertising  has  been 
highly  successful.  Like  the  Gallos,  he 
pours  money  into  brand  names  like 
Vino  Primo  and  Pink  Chablis.  Today, 
like  most  others  in  the  industry,  he 
aims  at  the  expanding  market  for  wine 
among  young,  college-educated  mar- 
ried couples.  "That's  our  real  market," 
he  says.  "By  the  time  they  reach  their 
forties  and  fifties,  wine  will  be  as 
natural  to  them  as  beer  and  spirits." 
Already,  says  Solari,  table-wine  con- 
sumption in  the  25-30-year  age  group 
in  California  is  four  times  the  national 
1 .75-gallon-per-capita  average. 


This  advertisement  is  neither  an  offer  to  sell,  nor  a  solicitation  of  an  offer  to  buy  any  of  these  securities. 
The  offering  is  made  only  by  the  Prospectus. 


NEW  ISSUE 


November  15,  1968 


$12,000,000 

Buttes  Gas  &  Oil  Co. 

5V2%  Convertible  Subordinated  Debentures 
Due  November  1,  1988 

Convertible  into  Common  Stock  at  any  time  prior  to 
maturity  at  525.25  per  share. 


Price  100% 


Copies  of  the  Prospectus  may  be  obtained  from  such  of  the  undersigned 
and  other  underwriters  as  may  lawfully  offer  these  securities  in  this  State 


Walston  &  Co.,  Inc. 

Bear,  Stearns  \  (o.      Dominic k&  Dominick,     Goodbody&Co. 

Incorporated 

Hayden,  Stone    Shearson,  Hammill  &  Co.    Shields  &  Company 

Incorporated  Incorporated  Incorporated 

Bateman  Eichler,  Hill  Richards   H.  Hentz  &  Co.    Hirsch  &  Co. 

I  n  corpora  ted  I  ncorporated 

McDonnell  &  Co.      Oppenheimer  &  Co.       Schwabacher  &  Co. 

Incorporated 


Ungerleider,  Goetz  &  Co. 


if,  i  mi  n  i  tisement  is  neithe.  an  offer  to  sell  noi  »  solicitation  of  an  offer  to  buy  onn  of  these  seeutitie, 
The  offering  is  made  only  by  the  Pros  pre  tux. 


NEW   ISSUE 


November  12, 1968 


80,000  Units 

RAIMITE 

EQUIPMENT  LEASING  CORP 


400.000  Shares  of  Common  Stock  with  Warrants  to  Purchase 
80,000  Shares  of  Common  Stock 

Offered  only  in  Units  of  five  shares  of  Common  Stock  and  one  Warrant. 
The  Warrant,  entitles  the  holder  to  purchase  one  additional  share  of  Com- 
mon Slock  ;it  ;i  price  Of  $45.25  per  share  throutrh  November  1G,  1973. 


Price  $220  Per  Unit 


<  >>///< .  i>t  the  Prospectus  may  be  obtained  ui  any  State 
from  only  such  of  the  undersigned  and  other  dealers 
us  may  lawfully  offer  these  securities  in  such  State. 


E.  F.  HUTTON  &  COMPANY  INC. 

EASTMAN  DILLON.  UNION  SECURITIES  &  CO.  GLORE  FORGAN.  WM.  R.  STAATS  INC. 

PAINE.  WEBBER.  JACKSON  &  CURTIS 


BEAR.  STEARNS  &  CO. 


CLARK.  DODGE  &  CO 


BACHE  &  CO 

Incorporated 

EQUITABLE  SECURITIES.  MORTON  a  CO 

Incorporated 

SHIELDS  &  COMPANY  G.  H.  WALKER  &  CO 

Incorporated  Incorporated 


DOMINICK  A  DOMINICK. 

Incorporated 

W.  E.  HUTTON  ft  CO.  REYNOLDS  a  CO. 


WALSTON  a  CO..  INC. 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer 
to  buy  these  securities.  The  offer  is  made  only  by  the  Prospectus. 


NEW  ISSUE 


November  1,  1968 


250,000  Shares 


Spiral  Metal  Company,  Inc. 


Common  Stock 
(100  par  value) 


Price  $31  per  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  from  only  such  of  the 

undersigned  as  may  legally  offer  these  securities  in  compliance  with  the 

securities  laws  of  such  State. 


First  California  Company        Sutro  &  Co. 

Incorporated 

Bache&Co.       Bear,  Stearns  &  Co.       Goodbody  &  Co.       W.  E.  Hutton  &  Co. 

Incorporated 

Shields  &  Company  Bacon,  Whipple  &  Co.  Courts  &  Co. 

Incorporated 

Boettcher  and  Company      Gregory  &  Sons      Hallowell,  Sulzberger,  Jenks  &  Co. 
Johnson,  Lane,  Space,  Smith  &  Co.,  Inc.    Jones,  Kreeger  &  Co.   Kleiner,  Bell  &  Co. 

Incorporated 

Kohlmeyer  &  Co.       Lester,  Ryons  &  Co.       Irving  Lundborg  &  Co. 


Stone  &  Youngberg 


Greene  &  Ladd 


Stifel,  Nicolaus  &  Company 

Incorporated 

Herzfeld  &  Stern  Meyerson&Co.  Suplee,  Mosley,  Close  &  Kerner 

Incorporated 

Roberts,  Scott  &  Co.,  Inc.  Bioren  &  Co.        B.  C.  Christopher  &  Company 

Incorporated 

The  Kentucky  Company       J.  Cliff  Rahel  and  Company,  Inc.       Doft  &  Co.,  Inc. 
Fairman  &  Co.       The  Nikko  Securities  Co.  International,  Inc. 


PHELPS 
DODGE 


133rd   CONSECUTIVE 
QUARTERLY   DIVIDEND 

The  Board  of  Directors  of 
Phelps  Dodge  Corporation  has 
declared  a  quarterly  dividend 
of  Forty-seven  and  a  half  Cents 
(47V20)  per  share  on  its  new 
capital  stock  resulting  from  the 
recent  2-for-l  stock  split,  making 
total  dividends  for  1968  equiva- 
lent to  $1.75  per  share  on  the 
new  stock.  The  fourth  qvarte: 
dividend  is  payable  December 
10,  1968  to  stockholders  of  rec- 
ord November  27,  1968. 

R.   D.   BARNHART, 

Treasurer. 
New  Yorfc,  N.  Y. 
November  6,  1968 


PORTEC 

Formerly  j  p  Q 

Poor  &  Company 


Railway  Equipment  Products  •  Pit, 
Quarry  and  Road  Building  Machin- 
ery «  Structural  Steel  Fabrication  • 
Shipping  Systems  •  Steel  Forgings 
and  Castings    •    Industrial  Belting 


DIVIDEND  NOTICE 

The  Board  of  Directors  of 
Portec  inc.  declared  a  quar- 
terly dividend  of  30  cents  per 
share  on  the  common  stock 
payable  December  2,  1968  to 
stockholders  of  record  at  the 
close  of  business  November 
8, 1968. 

A.J.  FRYSTAK 

Vice  President 

&  Secretary 

October  23,  1968 


Christian  Brothers,  too.  is  a  mar- 
keting-oriented outfit.  True,  its  win- 
ery is  run  by  members  of  the  fourth- 
largest  Catholic  male  religious  order, 
the  Brothers  of  the  Christian  Schools. 
Brother  Gregory,  the  president,  is  a 
profit-conscious  administrator.  Brother 
Timothy,  the  cellar  master,  is  one  of 
the  country's  foremost  enologists.  But 
■the  success  of  Christian  Brothers  has 
been  masterminded  by  a  marketing 
man,  Alfred  Fromm,  whose  family 
made  fine  wines  in  Germany  for  200 
years.  Fromm  came  to  the  U.S.  as  a 
wine  importer  in  the  early  1930s. 
Sensing  that  war  was  coming,  he  be- 
gan looking  around  for  domestic 
brands  to  handle  and  came  across  the 
Brothers'  Mont  La  Salle  Winery  just 
as  the  order  was  defaulting  on  some 
school  bonds.  One  of  his  first  moves 
was  to  begin  selling  their  wine  under 
the  "Christian  Brothers"  label.  Today 
it  is  probably  the  most  widely  recog- 
nized California  premium  label. 

Tomorrow  Costs  More 

With  all  this  growth  and  prosper- 
ity, why  should  the  California  wine 
companies  listen  to  acquisition  offers? 
It  is  a  question  of  money  speaking 
with  an  increasingly  loud  voice. 
United  Vintners,  for  example,  was 
attracted  by  Heublein's  willingness 
and  ability  to  sign  a  20-year  contract, 
renewable  up  to  80  years,  to  take 
all  of  its  growers'  grape  production. 
Heublein  will  also  pay  $33  million 
for  the  company.  But,  explains  United 
Vintners'  Solari,  "The  grape  contract 
means  more  to  our  growers  than  what 
Hueblein  was  willing  to  pay  for  the 
company  itself." 

Almaden  sold  out  to  National  Dis- 
tillers to  get  access  to  expansion  cap- 
ital. "We  had  around  $12  million 
invested  in  our  business,"  says  Jurg- 
ens.  "We  realized  that  we  need  al- 
most twice  that  to  continue  our 
growth,  so  we  decided  to  sell  out." 

Almaden's  decision  emphasizes 
some  hard  facts  of  life  about  the 
California  wine  business.  As  in  other 
business,  more  volume  yields  certain 
economies  of  scale.  But  the  capital 
investment  needed  to  build  that  vol- 
ume can  be  enormous,  especially  in 
premium   wines. 

For  example,  if  a  winemaker  wants 
to  expand  his  volume,  he  must  plant 
a  new  vineyard  or  induce  an  inde- 
pendent grower  to  do  so.  If  he  plants 
his  own  new  vineyard,  he  must  wait 
from  five  to  12  years  before  his  vines 
begin  to  yield  suitable  grapes  in 
quantity.  Then  he  must  wait  several 
more  years  for  the  wine  from  these 
grapes  to  age  properly.  A  premium 
Pinot  Noir  or  Cabernet  Sauvignon 
must  age  four  to  five  years  in  an  oak 
or  redwood  cask,  another  year  or  so  in 


May  Wc 

Recommend 
The 
"Woodsman's  Lunch" 
With 
Forbes  to  Follow 


The  "Woodsman's  Lunch,"  now  in  the  FORBES  collection,  is  by  the  19th 
century  artist  Eastman  Johnson,  known  as  "The  American  Rembrandt." 


First,  we  send  out  this  glimpse  of  bygone  America  on  a  handsome  announcement.  Then,  with  the 
New  Year,  a  survey  of  America  now  in  Forbes'  big  Annual  Report  on  American  Industry.  From  then 
on,  twice  a  month,  Forbes  will  keep  tabs  on  the  business  and  financial  community  for  any  friend 
you  name.  If  you're  looking  for  gifts  for  business  executives,  give  Forbes.  It's  a  business  magazine 
they  can  actually  enjoy  reading  as  well  as  profit  by.  After  all,  while  a  lot  of  business  talk  may  be 
computer  to  computer  these  days,  at  the  level  where  Forbes  is  involved,  it's  still  man  to  man. 
Gift  subscriptions  to  Forbes  are  available  at  special  rates.  You  pay  the  regular  $7.50  a  year  rate  on 
the  first  gift  only.  After  that,  all  gifts  are  $5— a  saving  of  V3.  If  you  wish,  include  your  own  subscrip- 
tion, new  or  renewal.  For  the  grand  gesture,  there's  Forbes  for  three  years,  just  $15. 

Use  the  card  or  send  your  list 

A  gift  order  card  is  bound  in  this  issue.  Simply  fill  out  the  details  and  mail  with  your  check— or  tell 
us  to  bill  you  later.  An  announcement  bearing  a  fine  reproduction  of  the  portrait  above  will  be  hand- 
inscribed  as  you  direct  and  mailed  at  the  appropriate  time.  If  the  order  card  has  been  torn  out  or  your 
gift  list  is  long,  send  your  instructions,  including  how  you  wish  your  gift  cards  signed  to:  FORBES, 
Dept.  1272,  60  Fifth  Avenue,  New  York,  N.Y.  10011.  Pan-American  and  Foreign  Gifts,  please  add 
$4  for  each  year. 


We'll  tell  you  all  about 
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^.the  bottle.  In  short,  a  wineinaker  may 
wait  15  years  before  he  earns  a  dime 
on  his  new  vineyard.  "It's  not  like 
be/*r  or  milk,  where  you  make  it.  cart 
it  oil  and  sell  it  right  away,"  says 
Almaden's  Jurgens. 

Then.  too.  the  investment  required 
is  getting  higher.  Prime  California 
grape  land,  with  just  the  right  rain- 
fall and  prevailing  temperature,  is 
being  gobbled  up  1>>  home  developers 
and  light  industry .  So  land  prices 
have  been  soaring.  Almaden  paid 
£500  an  acre  tor  a  new  vineyard 
nine  years  ago.  Today  it  estimates 
that  the  Name  land,  it  available, 
would  cost  $2,500  an  acre.  Observes 
Paul  Masson's  Otto  Meyer:  "It's  been 
nice  to  have  Seagrams  behind  us, 
with  their  access  to  prime-rate 
inoncv  ." 

All  this  has  lilted  grape  prices  to 
as  high  as  $350  a  (on  tor  some  prime 
varieties  against  a  top  price  ot  $175 
a  ton  five  years  ago.  Moreover, 
the  winemaker  may  have  difficulty 
finding  the  varieties  lie  needs  on  the 
open  market.  This  is  why  more  wine- 
makers  mav  be  imitating  Ernest  and 
[uho  (.alios  recent  contracts  with 
grape  growers,  guaranteeing  mini- 
mum prices  tor  15  years  it  thej  will 
plant  certain  varieties  in  short  supply. 

These  facts  of  life  may  yet  slow 
the  acquisition  trend.  "It  some  con- 
glomerate  thinks   it    is   going   to   buy 


Louis  Martini  or  Wente  Bros.,  and 
quickly  double  sales,  it  is  sadly  mis- 
taken." argues  Alfred  Fromm.  "Both 
are  excellent  brands,  but  the  grapes 
simplv  aren't  there." 

Another  point  that  mav  discourage 
buyers  is  the  dismal  record  of  past 
forays  by  outsiders  into  the  Cali- 
fornia wine  business.  "Back  in  the 
Forties  everybody  said,  'Too  bad,  too 
bad.  The  big  liquor  interests  are 
gobbling  up  the  wine  industry,'  "  says 
San  Francisco  wine  industry  consul- 
tant Louis  Gomberg.  "Well,  look  at 
what    happened." 

One  thing  that  happened  was  that 
mighty  Schenley  ran  into  rough  prob- 
lems trying  to  mass-merchandise 
Cresta  Blanca  in  the  Forties.  Its 
Roma  wine,  once  the  leading  seller, 
has  declined  in  volume  under  Schen- 
ley s  management.  Both  National 
Distillers,  which  owned  Italian  Swiss, 
and  Hiram  Walker,  which  acquired 
Valliant  Winery  and  the  Frank  Mar- 
tini Winery  (no  relation  to  the  Louis 
\I  Martini  Winery),  had  a  similarly 
tough  time  in  the  California  wine 
business.  Seagrams  has  had  smoother 
going,  but  only  alter  a  rough  start. 
It  attempted  for  several  years  during 
the  1940s  to  operate  Paul  Masson, 
then  traded  its  interest  to  Alfred 
Fromm  lor  an  interest  in  Fromm  & 
Sichel.  Later,  exercising  an  option, 
Seagrams    acquired    a    direct    control- 


ling interest  in  Masson,  but  lias  left 
the  running  ol  the  company  strictly 
up  to  Otto  Mover.  Aon  just  don't 
sell  wine  the  same  way  you  sell 
whiskey,"  explains  Meyer.  "Wine  is 
more  complicated.'' 

How  many  more  acquisitions  will 
actually  go  through  is  an  open  ques- 
tion. "The  E.&J.  Callo  Winery  is 
definitely  not  for  sale,"  stales  Ernest 
Gallo.  Its  competitor  in  popular- 
priced  wines,  United  Vintners,  is 
already  spoken  tor.  Almaden  is  gone 
too,  and  so,  to  all  intents,  is  Paul 
Masson.  Il  is  unlikely  that  Christian 
Brothers  would  ever  sell  out,  since 
the  winery  is  the  chief  source  ol  in- 
come for  the  order's  educational  ac- 
tivities around  the  world. 

That  leaves  the  smaller  outfits  like 
Louis  Martini,  Wente  Bros.,  Beaulieu, 
Beringer,  C.  Mondavi  and  perhaps 
a  hall  do/en  others.  Most  are 
fairly  small,  closely  held  family  com- 
panies. But  they  do  have  well-estab- 
ished  brand  names  that  could  be 
promoted  to  yield  greater  sales  vol- 
umes. With  the  cost  of  surviving  and 
expanding  in  the  wine  business  in- 
creasing year  by  year,  the  pressures 
on  some  of  these  companies  to  give 
up  their  independence  mav  become 
too  powerful  to  resist.  The  question 
is  whether  would-be  aequisitors  are 
going  to  get  a  bonanza  or  just  a 
headache.  ■ 
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DE-SNOBBING  THE  PRODUCT 
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THERE  is  a  lot  ot  snobbery  about 
wine  drinking.  And  while  a  little 
snobbery  is  a  plus  in  marketing, 
too  much  of  it  can  scare  the  poten- 
tial customers  away.  This  is  one 
reason  win  Americans  drink  almost 
20  times  as  much  beer  as  wine. 

Until  recently  the  wine  com- 
panies have  hesitated  to  shatter 
America's  illusions  about  wine.  The 
mystique  surrounding  wine  mak- 
ing selection  and  drinking  has  en- 
abled them  to  appeal  to  the  one- 
upmanship  of  a  relatively  small 
but  increasingly  affluent  and  grow- 
ing body  of  consumers.  Italian  Swiss 
Colony  long  has  played  up  the 
image  of  smallness  and  quaintness 
with  its  "Little  Old  Wineinaker" 
advertising  campaign.  Christian 
Brothers'  highly  effective  promo- 
tion conjures  up  pictures  of  chub- 
by, black-robed  monks  turning  the 
presses  at  its  Napa  Valley  wineries 
and  sneaking  an  occasional  sip 
from  the  casks  of  aging  wine. 

But  the  wine  companies  have  a 
dream  of  making  wine  a  true 
mass-consumption   beverage,    as   it 


is  in  Italy  and  France,  able  to  fight 
for  supermarket  shelf  space  along 
with  coffee,  Coke  and  beer.  That 
means  they  must  supplement  the 
mystique  of  wine  with  a  harder 
sell.  Outfits  like  Italian  Swiss 
Colony  and  Gallo,  which  specialize 
in  low-priced  (under  $1  a  fifth) 
wines,  have  already  adopted  the 
hard  sell.  Their  commercials  filled 
the  air  during  the  recent  election- 
night  television  coverage.  Premium 
winemakers  like  Paul  Masson, 
Almaden  and  Christian  Brothers 
are  moving  toward  the  harder  sell 
too.  One  of  Gallo's  recent  commer- 
cials shows  a  smartly  attired  host 
pouring  some  of  Gallo's  low-priced 
wine  for  a  decidedly  skeptical  guest. 
Sensing  his  guest's  disdain,  the  host 
explains  in  no  uncertain  terms:  "I 
drink  it  because  I  like  it.  I  don't 
care  what  it  costs." 

Given  that  kind  of  pitch,  and 
the  fact  that  wine  is  indeed  a  very 
pleasing  and  not  terribly  expensive 
meal-time  beverage,  the  wine  in- 
dustry could  soon  emerge  from  the 
shadows  of  mysticism. 
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Why  didn't  it  happen? 


"Ten  years  ago  people  did  not  ask  if  the  Rus- 
sians would  reach  the  American  standard  of 
living,  but  when  they  would  go  beyond  it.  Ex- 
perts ...  speculated  on  the  date  when  the  two 
curves  would  intersect.  1970?  1985? 

"In  1968  Soviet  agriculture  remains  petrified 
in  the  kolkhoz  system  and  commerce  in  the 
state-owned  stores.  The  'great  leap  forward' 
took  place  in  the  United  States . . ." 

This  tribute  to  American  economic  drive  was 
not  written  by  an  American,  but  by  a  French- 
man.* 

Why  didn't  the  Soviets  catch  up  with  us? 

The  answer  is  suggested  by  another  French- 
man, a  leading  economist,  Jean  Fourastie: 

"The  Americans,"  he  says,  "do  not  act  like 
'capitalists,'  as  our  old  Marxist  formulae  would 
have  us  believe;  they  act  like  'entrepreneurs,' 
like  innovators;  they  have  the  'power  to  create.'  " 

For  the  young  investor,  we  can  think  of  no 
search  more  necessary,  nor  more  potentially 
rewarding,  than  the  search  for  this  "power  to 
create." 

And  we  don't  mean  just  the  scientific  hard- 


ware that  attracts  so  many  investors  these  days 
—important  as  these  creations  are.  We  mean,  as 
economist  Fourastie  meant,  the  power  to  cre- 
ate plans  and  policies  and  procedures  to  meet 
new  situations  in  a  changing  world. 

Not  every  corporation  that  has  Computer  or 
Electronics  or  Nuclear  in  its  name  has,  necessar- 
ily, the  "power  to  create."  A  great  deal  more  of 
that  power  may  sometimes  be  found  in  some 
old  standbys  with  words  like  General  and  U.S. 
and  International  in  their  titles. 

The  power  to  create  is  not  a  monopoly  of  the 
young  or  the  old.  It  is  a  spirit  that  moves  through 
a  company  and  keeps  the  company  moving, 
sometimes  restlessly,  sometimes  searchingly, 
but  almost  always— forward. 

We  like  to  think  that,  at  Harris,  Upham,  we 
are  especially  attuned  to  it,  and  to  finding  it  in 
other  companies,  because  we  place  great  store 
by  it  in  our  own  company. 

After  74  years,  we  still  find  ourselves,  today 
more  than  ever,  engaged  in  creating  something 
newer,  something  better,  out  of  ourselves  and 
our  own  resources. 


Harris,Upham&C- 

INCORPORATED 

Members  New  York  Stock  Exchange.  Est.  1895 
MainOffice:  1 20  Broadway,  New  York.  N.  Y.  10005 
65  Offices  Nationwide     ^^^k    AlsoGcneva,  Switzerland 
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The  Economy 


No  More 
Roller-Coaster? 


Business  spending  on  plant  and 
equipment  lias  been,  traditionally 
at  least,  one  of  the  real  roller- 
coaster  elements  in  the  economy. 
A  little  turndown  in  business  could 
cause  a  big  downturn  in  capital 
spending.  For  in  committing 
money  that  may  take  20  years  to 
come  back  fully,  the  emotional 
elements  of  hope  and  fear  inevi- 
tably enter  in. 

Ot  late,  capital  spending  lias 
been  up,  up.  up.  Most  people  ex- 
pect some  kind  ot  a  slowdown  in 
business  next  year.  But.  far  from 
panicking,  businessmen  apparently 
plan  spending  7V  to  SV  more  on 
plant  and  equipment  next  year — 
and  this  year's  spending  was  over 
J.  higher  than  that  ot  the  year 
below.  Surveys  estimate  that  busi- 
ness will  spend  $69  billion  next 
year  tor  plant  and  equipment. 

Has  the  new  era  arrived?  Has 
a  major  element  ol  instability  de- 
parted Irom  the  economy?  For  not 
only  do  capital  goods  account  lor 
a  hum'  I"''  ol  the  '4ioss  national 
product,  they  also  exert  a  highly 
leveraged  effect  on  all  the  rest. 

V  comforting  thought.  Hut  is  it 
true?  A  good  man)  smart  econo- 
mists think  it   is.  "I  don't  think  the 


old  determinants  of  capital  invest- 
ment are  being  undermined,"  says 
Arnold  Shindler,  economist  and 
vice  president  at  Lionel  D.  Edie 
Co.,  Inc.,  investment  counselors, 
'  but  they  are  being  overpowered 
by  something  more  important  in 
the  immediate  future — that  is,  the 
scarcity  of  labor.  If  we  have  a 
rapid  increase  in  demand,  we 
can't  get  it  from  labor.  We  have 
to  get  it  from  new  expenditures  on 
machinery.  The  over-all  trend  is 
to  get  people  away  from  manu- 
facturing. That  will  continue  to 
prevail,  and  it  is  not  inconceivable 
to  have  very  few  people — just  like 
farming  today — ultimately  in  man- 
ufacturing." 

Utilities  are  a  good  example. 
Between  1950  and  1900  generat- 
ing capacity-  of  the  electric  utili- 
ties doubled,  but  the  number  of 
persons  employed  remained  sub- 
stantially the  same,  under  a  half- 
million.  With  more  capacity  going 
into  costly  nuclear  generation,  the 
utilities  are  providing  a  rising  share 
of  all   capital  investment. 

Irwin  Friend,  professor  of  fi- 
nance with  the  University  of  Penn- 
sylvania's Wharton  School,  says, 
"When  you  have  excess  capacity 
for  an  already  existing  product, 
there  is  not  too  much  incentive  to 
produce  new  capacity,  but  there 
arc1  two  conditions  under  which 
you  might  very  well  want  to.  One 


is  to  reduce  costs  for  producing 
the  same  product.  The  other  is  to 
produce  different  products  to  com- 
pete better  in  your  market.  So  you 
can  argue  that  there  are  cost- 
reduction  types  of  capital  outlays 
and  new-product  types  of  outlays 
that  might  be  becoming  more  im- 
portant." 

Does  all  this  sound  like  the  old, 
discredited  "permanent-prosperity" 
kind  of  reasoning?  It  sounds  a  lit- 
tle bit  that  way  to  Albert  T.  Som- 
mers,  vice  president  and  director 
of  economic  research  for  the  Na- 
tional Industrial  Conference  Board. 
Summers  wains  that  there  are 
dangers  in  overconfident  capital 
spending:  "That  means  it  is  plac- 
ing its  bets  on  today's  technology. 
You  have  to  buy  a  piece  of  capital 
goods  that  may  be  technologically 
obsolete  in   a   few  years." 

Sommer's  warning  brings  to 
mind  the  steel  industry,  which 
spent  billions  for  new  plant  and 
equipment  in  the  past  decade, 
much  of  which  has  become  obso- 
lete long  before  it  could  be  amor- 
tized; and  the  airlines  industry, 
which  seems  currently  to  be  ex- 
panding itself  into  dangerous  over- 
capacity. 

Under  the  circumstances  it 
might  be  well  for  all  of  us  to  re- 
member that  no  trend  persists  for- 
ever, even  though  economists  some- 
times talk  as  though  it  could.  ■ 
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Higher  Earnings 

R  SAVINGS 

You  earn 

5.13% 

at  our  cur- 
rent rate  of 

5.00% 

if  account 
held  1  year. 

.25% 

bonus 
available 

Assets  over  $700,000,000 
SAFETY— More  than  $250,000,000  in 
accounts  over  $10,000  each. 
AVAILABILITY- High  14%  liquidity 
ratio  assures  prompt  avail-     xg?^ 
ability  of  your  funds. 
SAVE  BY  AIR  MAIL-We 
process  promptly  and  pay 
air  mail  postage  both  ways. 

*Funds  received  by  the  10th  of  any 
month  earn  from  1st;  thereafter  from 
date  of  receipt.  Earnings  compounded 
daily  and  paid  to  date  of  withdrawal. 


COAST  FEDERAL  SAVINGS 


To:  George  Ross  7-120A-8 

S.<Las.tu?.?e.ral  Savir,Ks  *  lMn  «"". 
9th  &  Hill,  Los  Angeles,  California  90014 

D  Please  open  a  savings  account.  Enclosed  is 
my  check  in  the  amount  of  $ 

□  Individual  Account  D  Joint  Account 

□  Here's  my  passbook.  Transfer  my  account. 

D  Please  send  full  information  on  bonus  accts. 

Name(s) 


I    

I    Address. 


Zip 


— ■■■p. 


T.ROWE  PRICE 
GROWTH  STOCK 
FUND,  INC. 

I.  1950 

A  NO-LOAD  FUND 

Investing  in  stocks 

carefully  selected  for  long  term 

growth  possibilities 

Individuals  &  institutions 
are  invited  to  request  free  prospectus 

HO  SALES  CHARGE 

Self-Employed 

Retirement  Plan 

(Keogh  Act) 

Available 


T.  Rowe  Price  Growth  Stock  Fund   Inc. 

One  Charles  Center.  Dept.  B 

Baltimore,  Md.  21201  Phone  (301)  539-1992 


MARKET  COMMENT 

By  L.  0.  Hooper 


A  Downturn  Ahead 


It  is  my  opinion  that  we  are  in  the 
latter  stages  of  an  intermediate  up- 
trend in  stock  prices  that  started  in 
August,  and  that  the  market  will  pro- 
vide a  better  buying  opportunity 
some  time  between  early  February 
and  late  May  than  at  present.  I  am 
not  looking  for  a  real  bear  market;  but 
I  do  anticipate,  some  time  during  the 
second  quarter  of  1969,  an  inter- 
mediate interruptio  1  in  the  uptrend. 

This  reasoning  is  based  on  several 
factors:  1)  the  probability  that  the 
federal  deficit  will  be  materially 
smaller  in  the  first  half  of  1969  than 
it  has  recently  been,  which  means 
that  less  new  money  will  be  pumped 
into  the  economy;  2)  the  inevitable 
dampening  in  both  economic  trends 
and  investment  psychology  when  the 
full  impact  of  higher  taxes  incident 
to  the  surtax  is  felt;  3)  the  likelihood 
that  the  economic  impact  of  the  initial 
policies  of  the  Nixon  Administration 
will  be  deflationary  rather  than  in- 
flationary. 

At  this  time  of  year,  in  December 
and  early  January,  the  stock  market 
is  normally  exhilarated  by  the  infusion 
of  a  substantial  amount  of  cash.  Con- 
sequently, except  in  abnormal  years, 
the  trend  is  likely  to  be  toward  higher 
prices.  Right  now  the  mutual  funds 
appear  to  have  a  more  than  normal 
amount  of  cash  on  hand  pressing  tor 
employment;  the  pension  funds,  or  at 
least  some  of  them,  collect  annual 
installments  of  new  money,  and  there 
is  a  seasonal  inflow  of  dividend  and 
interest  receipts  tor  reinvestment  by 
both  individuals  and  fiduciaries. 

Wait  for  Better  Buys 

If  my  diagnosis  is  correct,  between 
now  and  some  lime  in  January  (no 
one  can  spot  the  exact  date)  the  inter- 
mediate rise  which  started  from  the 
July-August  lows  will  top  out,  paving 
the  way  for  one  of  those  periods 
demand  will  be  less  impressive 
and  investors  will  feel  less  confident. 
1  do  not  anticipate  the  end  of  the  bull 
market  because  the  long-range  equa- 
tion between  the  supply  of  shares  and 
the  demand  for  them  is  still  favor- 
able to  higher  prices,  and  any  passing 
trend  toward  deflation  is  sure  to  be 
abortive  in  a  welfare  state  where  pub- 
Mr.  Hooper  is  associated  with  the  New  York  Stock 
Fichtnet  tirm  ot  W.  E.    Hurton  &  Co. 


lie  sentiment  will  revolt  against  an 
increase  in  unemployment  and  a  sag 
in  the  economic  growth  rate.  While 
the  institutions  may  seem  to  hesitate 
for  a  time,  they  will  inevitably  con- 
tinue to  take  equities  off  the  hands 
of  the  public  as  they  have  been  doing 
for  the  past  decade.  They  are  col- 
lecting huge  amounts  of  new  money 
from  the  public  and  the  bulk  of  this 
money  will  go  into  stocks  rather  than 
bonds — even  if  the  flow  is  temporarily 
irregular. 

What  I  am  trying  to  anticipate  is 
not  a  situation  where  investors  should 
disgorge  stocks  and  pay  unnecessary 
and  impoverishing  capital-gains  taxes 
in  fear  of  deflation,  but  rather  a  period 
when  better  opportunities  will  be 
available  to  accumulate  additional 
equities.  Don't  get  carried  away  with 
the  idea  that  this  rise  is  going  on 
without  incidental  interruption.  And, 
if  you  buy  now,  be  very  sure  that  you 
are  obtaining  a  very  outstanding 
value.  Accumulate  a  little  cash,  in  the 
form  of  U.S.  Treasury  91-day  bills, 
by  restraining  buying  enthusiasm  and 
even  by  selling  some  of  the  issues  that 
you  think  may  be  priced  at  more  than 
they  are  worth.  Some  of  the  present 
vogues  will  probably  fade;  and  in  the 
new  advance,  probably  later  in  1969, 
new  vogues  will  flourish.  There  easily 
may  be  a  new  ball  game  by  the 
middle  of  the  new  year. 

This  column  is  never  written  from 
the  standpoint  of  a  trader  who  bins 
and  sells  frequently  and  dilutes  his 
performance  by  paying  unnecessary 
commissions  and  taxes  as  well  as  by 
making  all  the  mistakes  incident  to 
nervousness  and  impatience.  It  is 
tailored  to  the  long-term  investor, 
who  is  not  in  a  hurry  and  who  usually 
enhances  his  wealth  quite  consistently 
without  sharing  too  much  of  it  with 
Uncle  Sam.  Sometimes  I  say  that  I 
could  not  help  a  trader  if  I  would, 
and  that  I  would  not  help  a  trader  if 
I  could.  When  some  of  my  ideas  pro- 
duce quick  profits,  it  is  just  happen- 
stance— and  usually  quick  profits 
should  not  be  cashed  in  anyway. 

Even  in  the  worst  markets,  there 
are  always  some  things  that  can  be 
bought  for  investment.  Right  now  I 
think  that  Canadian  Internationa 
Power  (around  25  on  the  Amex)  is 
undervalued,    especially    for    people 
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who  want  a  good  return  and  probably 
some  incidental  appreciation.  This  is 
a  Latin  American  electric  utility 
operating  about  58%  in  Venezuela  (a 
hard  currency  country),  23%  in  El 
Salvador.  119  in  Bolivia  and  &%  in 
Barbados.  The  present  annual  divi- 
dend rate  is  SI. 60  (payable  in  U.S. 
funds  but  subject  to  the  Canadian 
withholding  tax),  which  provides  a 
return  in  excess  of  0%.  Earnings  this 
■ear  are  estimated  at  S4  a  share,  so 
the  stock  is  selling  at  about  6Js  times 
Earnings  against  IT  or  18  limes  tor 
most  domestic  utilities.  Both  gross 
and  net  per  share  have  increased  in 
eacli  one  of  the  past  five  v  cars  (in- 
phltling  1968).  Capitalization  is  only 
about  20';  of  long-term  debt,  making 
lor  a  t hick  equity.  United  Corp.  owns 
about  513  of  the  common  stock. 
About  29'/  of  gross  is  broughl  do.vn 
as  net  lor  the  common,  which  is  very 
high  lor  .in)    utilitv . 

News   &   Views 

A  better  product  mix  coupled  with 
the  phasing  out  ol  some  less  favorable 
kovemment  contracts  should  enable 
B(  ndix  I  t"s  to  earn  more  in  fiscal 
1969  than  in  fiscal  1968  when  earn- 
ings were  around  s  3.25  a  share.  The 
quality.  .[in]  potential  ol  Itendix 
stock  does  noi  seen  Full)  appreciated 
In  the  investment  cominunit)  .... 
Halliburton's  (95)  third-quarter  earn- 
1 1 1 l: •>  showed  a  gain  over  the  same 
quarter  a  year  ago  for  the  22nd  con- 
secutive quarter  li  is  estimated  that 
30',  ol  the  company's  consolidated 
revenues  this  year  will  be  derived 
from  its  worldwide  marine  services, 
brgel)  offshore  drilling  .  .  .  .Zayre'a 
55  sales  in  the  first  39  weeks  ol  this 
fiscal  yeai  were  17.63  ahead  ol  a  year 
RgO;  given  good  weather  this  month, 
profits  for  the  \ear  mav  be  about 
S4.25  to  $4.30  a  share.  Zayre  now  has 
127  stores  is    109  a  year  ago. 

It  looks  like  earnings  on  the  Dow 
Jones  industrials  ibis  year  will  be  at 
le.ust  S53  a  share,  and  probabl)  a 
little  more.  This  compares  with 
153.87  last  year,  and  is  substantially 
inoie  than  the  writer  estimated  at  the 

beginning    ol     1968 \    friend 

makes  the  comment  (hat  the  invest- 
ment banking  induslr)  will  eventually 
make  more  money  taking  these  con- 
glomerates apart  than  it  is  now 
making  putting  them  together.  Prob- 
ably he  is  only  half  serious.  But,  after 
all,  in  past  years  there  has  been  more 
merit  in  the  saying  that  the  parts  are 
worth  more  than  the  whole  than  in 
the  current  idea  that  two  and  two 
combine  to  make  eight.  Another  wag 
has  suggested  that  some  cigarette 
maker  should  absorb  the  Cancer 
Society.  Crazy,  but  just  as  sensible  as 
some  of  the  things  we  hear  now.  ■ 


Do  You  Qualify 

For  Our  Special  Kind 

of  Professional 

Investment 
Management? 


TAKE  THIS  BRIEF  TEST  AND  SEE. 

IT  COULD  ENHANCE  YOUR 

ENTIRE  FINANCIAL  FUTURE. 


1.  You  are  vitally  interested  in  accumu- 
lating wealth  for  retirement,  travel, 
children's  education,  your  own  per- 
sonal objectives  or  simply  to  combat 
inflation. 


Yes  □ 


No  □ 


2.  By  necessity,  most  of  your  waking 
hours  are  involved  in  thinking  about 
your  occupation,  business  or  profes- 
sion, leaving  relatively  little  time  for 
investment  planning. 


Yes  □ 


No  □ 


3.  You  recognize  that  full-time  profes- 
sionals backed  by  complete  research 
facilities,  "3rd  generation"  computers 
and  decades  of  intensive  market  ex- 
perience, arc  probably  better  equipped 
to  help  fulfill  your  investment  goals, 
than  you  are,  "going  it  alone." 


Yes  □ 


No  □ 


4.  You  agree  with  an  investment  philoso- 
phy which  seeks  to  concentrate  funds 
in  companies  that  are  growing  faster 
than  our  economy. 


Yes  D 


No  □ 


5.  You  appreciate  that  there  are  risks 
and  no  guarantees  in  investing  in  com- 
mon stocks,  yet  realize  it  is  one  of  the 
few  remaining  ways  you  may  accumu- 
late wealth  under  today's  conditions. 


Yes  □ 


No  D 


6.  You  would  be  interested  in  a  manage- 
ment program  for  your  account  of 
$5,000  or  more  at  a  surprisingly  mod- 
est fee,  especially  since  you  may  have 
been  under  the  impression  that  invest- 
ment management  was  reserved  only 
for  the  very  wealthy. 


Yes  □ 


No  □ 


7.  As  a  good  business  manager  you  have 
the  temperament  that  will  allow  you 
to  delegate  responsibility  for  making 
investment  decisions  on  your  behalf  to 
experienced  investment  managers. 


Yes  □ 


No  □ 


8.  You  would  like  more  specific  informa- 
tion about  Spear  &  Staff's  Decision 
Management  Plan  such  as:  How  your 
account  would  be  managed;  how  trans- 
actions are  carried  out;  how  quickly 
you  can  get  extra  funds  from  your  ac- 
count; what  kind  of  records  you  will 
receive;  how  dividends  are  handled; 
how  you  can  arrange  for  regular  with- 
drawals; how  you  add  to  your  ac- 
count; where  your  stock  certificates 
are  kept;  management  fees  and  other 
details. 


Yes  □ 


No  D 


If  you  answered  "YES"  to  most  of  these 
statements,  your  next  logical  step  is  to 
send  for  our  32-page,  fact-filled  booklet, 
"Declare  Your  Own  Dividends."  Use  the 
coupon  below  to  receive  it  at  no  cost 
or  obligation. 


rZZ2  SPEAR  &  STAFF,  INC.  DeptMF-Doi 

■■"■™  I    Investment  Management  Div. 
kanaka     Babson  Park,  Mass.  02157 

Please  send  your  booklet  "Declare  Your  Own  Dividends" 
without  cost  or  obligation. 

Name 


(please  print) 


Address. 
City 


-State. 


chddcc      ncrcnocD    i      iQt.fi 


81 


A  SPECIAL 
INVESTMENT 

MANAGEMENT 
SERVICE 

Creative,  vital  management,  ori- 
ented to  asset  growth  for  a  lim- 
ited number  of  individuals,  trusts, 
estates,  pension  funds  and  other 
holders  of  substantial  portfolios. 

Loeb,  Rhoades  stresses 
performance  by  marshaling  its 
full  investment  resources  for  the 
use  of  the  portfolio  manager, 
a  highly  motivated  professional 
who  translates  the  firm's  capa- 
bilities into  a  dynamic  program 
directed  toward  the  clients' 
objectives.  Charges  are  on  an 
agreed  fee  basis. 

You  are  invited  to  write 
fora  complete  description  of  our 
Investment  Management  Service. 
Address  Department  IM-F. 


LOEB,  RHOADES  #  CO. 

Members  New  York  Stock  Exchange 
and  other  leading  Stock  Exchanges 

42  WALL  STREET,  N.Y.  10005 


STOCK  ANALYSIS 

By  Heinz  H.  Biel 


Year-End  Prospects 


Within  a  few  days  we  should  have 
the  complete  lineup  of  the  new  gov- 
ernment team.  Presumably,  the  Nixon 
Administration  will  be  more  vigorous 
and  more  dynamic  than  General 
Eisenhower's  but  somewhat  less  so 
than  Kennedy's.  A  final  evaluation, 
however,  must  await  the  nominations 
for  such  key  positions  in  the  Cabinet 
as  the  Secretaries  of  Defense,  State 
and  the  Treasury,  as  well  as  the  ap- 
pointees to  the  Council  of  Economic 
Advisers,  the  Federal  Reserve  Board 
(particularly  if  Mr.  Martin  should 
retire)  and  various  important  gov- 
ernment agencies.  The  financial  com- 
munity will  also  cast  anxious  glances 
at  the  Department  of  Justice,  the 
Securities  &  Exchange  Commission 
and  the  Federal  Trade  Commission. 

The  President-elect's  aims  in  the 
field  of  economics  are  well  known: 
price  stability,  a  better  balance  of 
international  payments,  full  employ- 
ment, a  balanced  budget,  etc.  But 
achieving  these  objectives  is  more 
easily  said  than  done,  and  it  will  be 
most  interesting  to  observe  which 
school  of  economics  is  going  to  domi- 
nate the  new  Administration's  poli- 
cies. It  is  a  widely  held  belief,  for 
instance,  that  easy  money  necessarily 
means  lower  interest  rates,  and  vice 
versa,  and  it  is  feared  that  a  more 
determined  anti-inflation  policy  would 
mean  continued  high,  if  not  higher, 
interest  rates.  Personally,  I  do  not 
share  this  theory.  So  long  as  inflation 
is  progressing  at  an  annual  pace  of 
4%  or  more,  as  has  been  the  case  this 
year,  the  desire  to  borrow  will  in- 
crease while  the  inclination  to  lend 
decreases,  and  interest  rates  will  re- 
flect these  conditions  rather  than 
merely  the  supply  of  money. 

This  matter  is  of  more  than  just 
theoretical  interest.  It  has  an  im- 
portant bearing  on  investments.  At 
present  even  a  7%  coupon  tails  to 
attract  investors  to  the  bond  market. 
Alter  all,  how  much  does  one  keep  of 
the  7%  after  taxes  and  allowing  for 
inflation?  The  same  consideration, 
albeit  to  a  lesser  extent,  has  put  a 
damper  on  investing  in  stocks  of  cor- 
porations that  grow  at  a  relatively 
slow  pace,  such  as  the  electric  utility 
industry.  Therefore,  if  we  should  see 


Mr.    Bill    is    a    partner    in    tht    Naw    York    Stock 
Enchanga  firm   of   Emanual,   Daatjan  I  Co. 


indications  that  the  Nixon  Adminis- 
tration is  placing  greater  emphasis  on 
monetary  means  of  inflation  control 
instead  of  using  guide  lines,  persua- 
sion and  threats — as  was  done  by 
Kennedy  as  well  as  Johnson — then  we 
may  witness  renewed  interest  in  utili- 
ties and  similarly  situated  stocks.  In 
fact,  even  bonds  may  offer  an  oppor- 
tunity for  capital  gains  (particularly 
those  selling  at  deep  discounts  from  par, 
especially  among  the  tax-exempts). 

Transportation  Stocks 

Anyone  who  has  had  to  use  a  train 
lately  knows  that  long-distance  rail- 
road travel  in  this  country  is  dead 
beyond  revival.  No  one  could  he 
happier  about  this  development  than 
the  railroads  themselves,  which  had 
been  losing  their  shirts  in  the  pas- 
senger business  and  have  been  doing 
their  darnedest  to  accelerate  its  demise 
by  making  travel  an  ordeal  rather 
than  a  pleasure.  Forget  about  nostal- 
gia and  take  a  fresh  look  at  railroads 
as  an  investment. 

Some  railroads  have  submerged  in 
holding  companies  (Northwest  In- 
dustries, Illinois  Centra]  Industries, 
Katy  Industries,  Bangor  Punta  Cor- 
poration, etc.)  while  others  are  ag- 
gressively diversifying  (Penn  Central) 
or  planning  to  do  so  (Santa  Fe  In- 
dustries). But  there  are  still  some 
"pure"  railroads  left  that  are  gain- 
ing in  attraction  as  they  gradually  kill 
off  their  passenger  business.  A  prime 
example  is  the  Southern  Pacific  (43)] 
At  just  over  ten  times  record  earnings 
of  $4.17  a  share  for  the  past  12 
months,  this  stock  has  appeal  as  a 
semispeculative  investment. 

In  contrast  to  some  of  my  col- 
leagues, I  think  it  is  premature  to  buy 
the  airlines,  at  least  for  the  individual 
investor  who  does  not  want  to  accu- 
mulate a  huge  position.  While  both 
the  passenger  and  freight  businesses 
continue  to  grow  at  an  impresshc 
rate,  the  number  of  available  seals 
and  space  have  increased  even  faster. 
The  result  is  a  decline  in  the  load 
factor,  and  this  in  conjunction  with 
steadily  rising  costs  is  having  a  bad 
effect  on  profits.  While  fare  increases 
may  be  forthcoming  next  year,  the 
problems  of  airport  congestion  and 
the  introduction  of  the  Boeing  747 
jet  still  remain  to  be  solved.  ■ 
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L  DOW  THEORY  FORECASTS' 

Buy  -  Sell  -  Hold   Advice  on 

70  LOW  PRICED  STOCKS 


In  our  opinion,  many  of  the  low  priced  stocks 
isted  below,  selling  from  $5,  $10  to  $35  can  make 
ligher  percentage  gains  on  the  next  rally,  while 
jthers  appear  to  us  as  unfavorable  buys  at  this  time. 
Don't  ever  be  misled,  no  one  can  predict  for  certain 
vhich  stocks  will  outperform  others.  We  sincerely 

aelieve,  however,  that  our  specific  action  advice 

3UY-SELL-HOLD  recommendations  —  on  these  70 
uOW  PRICED  STOCKS  can  guide  you  with  respect 
o  speculative  stocks. 


.  J.  Industries 

Business  Funds 

ero-Flow  Dyni. 

Callahan  Mining 

Ipha  Port.  Cem't. 

Campbell  Chiboug. 

m.  Mick.  1  Fdry. 

Cinteen  Corp. 

■.  Petrof ina 

Case  (J.  1.) 

a.  Photocopy 

CF  I 1  Steel 

ib.  Seiting 

Chock  Full  O'Nuts 

Ills  Chemical 

City  Stores 

Has  Corp. 

Coffee-Mat 

urora  Plastics 

Consd.  Freight 

iker  Oil  Tools 

Cowles  Comm 

emjuet  Cons. 

Curtis  Pub. 

lyvoors 

Oiy  Mines 

ibbie  Brpoks 

Dymo  Industries 

owntir  Instru. 

Equity  Oil 

ririlian  Lt.  1  Po. 

Fed.  Resources 

r»wn  Co. 

First  West.  Fin. 

runswick 

Foremost-McKesson 

Genenl  Tire 
Giint  Yellow.  M. 
Greyhound 
ideal  Bisic  Ind. 
Intl.  Rectifier 
interstate  United 
Kaiser  Industries 
Lone  Stir  Cement 
Loral  Corp. 
Lowenstein  (M.) 
Mirquette  Cem't. 
Martin  Marietta 
McCrory 
Michigan  Sugir 
Nationwide  Corp. 
New  Idrii  Mining 
Picific  Tin 


Penn  Fruit 
Polychrome 
Ronson 

Shatterproof  Glass 
Simon  &  Schuster 
SMO  Industries 
Soss 

Std.  Kollsman 
Sun  Chemicil 
Sunshine  Mining 
Terminal-Hudson 
Thiokol  Chemicil 
UMC  Industries 
United  Aircft.  Prod. 
Vendo 

Webb  (Del  E.) 
Wolverine  Wld.  W. 


6  At  Regular  Subscription  Rates — Only  $1 

•  In  addition  to  receiving  our  recommendations  on  these  70  issues. 
pu'U  also  receive  the  Dow  Theory  Forecasts  for  the  next  4  weeks, 
lis  is  a  S6  value,  based  on  regular  subscription  rates,  but  for 
*is  trial  all  we  ask  is  SI  —  which  will  be  promptly  refunded  if 
;ou  are  not  satisfied. 

6  STOCKS  TO   SPLIT   BEFORE   FEBRUARY    1 
Our  Buy-Sell-Hold  Advice  on  22  Volatile  Issues 

Finally,  if  you  take   advantage   of   this  offer,  we   will   send  you 

lists  which   have   been   previously   supplied  to  our   reguldr  sub- 

:ribers  as  part  of  the  weekly  Forecasts:   (1)  our  list  containing  6 


companies  that  have  publicly  announced  that  they  plan  stock  splits, 
subject  to  stockholder  approval  if  necessary,  by  exchanging  more 
than  one  share  of  new  stock  for  one  of  the  old  before  Feb.  1,  and 
(2)  our  buy-sell-hold  advice  on  "22  Volatile  Issues"  such  as  SCM. 
KLM,  Litton,  Zenith,  Control  Data,  Texas  Gulf,  Polaroid,  etc.  Fill 
out  and  return  the  attached  card  today.  No  salesman  will  call. 
(New  subscribers  only.) 


MAIL  POSTPAID  REPLY  CARD  TODAY   you  get  all  this 

Included  in  the  weekly  Forecasts,  which  you  will  receive  for  the  next  four  weeks  you  will  get  all  this  invest- 
ment guidance  (not  every  one  is  covered  each  week). 

7.  OVER-THE-COUNTER  LIST  —  many  lesser-known 
stocks  sold  "over-the-counter"  sometimes  present 
opportunities   to  the   investor. 

8.  OUR  BUY-SELL-HOLD  ADVICE  ON  700  STOCKS. 

9.  GROUP  STUDIES  —  shows  comparative  price 
performances  of  78  industries  and  over  600  stocks. 

10.  INDUSTRY  SURVEYS  —  certain  industries  that 
appear  to  have  appreciation  potential,  in  our 
opinion. 

1 1 .  OVERSEAS  REPORT  —  monthly  reports  direct 
from  London. 

12.  TRADERS  PAGE  —  a  special  page  of  recom- 
mendations for  subscribers  who  like  to  trade.  This 
advice  is  in  no  way  based  upon  the  Dow  Theory. 
SPECIAL  BULLETINS  -—  mailed  between  regular 
publication  dates  when  we  believe  extraordinary 
market  conditions  warrant  it.  This  does  not  happen 
often,  but  this  special  service  exists  for  the  guid- 
ance of  our  subscribers. 


1 .  THE  STOCK  SERVICES  DIGEST  —  a  weekly  con- 
sensus of  what  25  other  well-known  Investment 
Services  are  recommending. 

2.  WEEKLY  STOCK  MARKET  COMMENTARY  —  and 
what  action  we  recommend  that  you  take  each 
week  with  regard  to  the  market. 

3.  MODEL  STOCK  PORTFOLIOS  —  four  specially 
suggested  portfolios  based  on  total  investments  of 
SI, 000;  $5,000;  S10.000  and  525,000.  Carefully 
kept  up-to-date. 

4.  MASTER  LIST  OF  INVESTMENT  AND  SPECULA- 
TIVE STOCKS  —  lists  for  both  the  conservative 
and  more  speculative  investor. 


LOW  PRICED  LIST. 

GROWTH  STOCK  RECOMMENDATIONS— a  study 
of  stocks  that  show  above  average  "growth" 
possibilities,  in  our  opinion. 
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Telegrawth 

BABSON'S 

NEW  TELEGRAPHIC 

AGGRESSIVE  GROWTH 

PORTFOLIO  SERVICE 


TELEGROWTH  is  the  result  of  requests 
from  regular  Babson  clients  and  other  in- 
vestors who  have  expressed  a  desire  to 
speculate  "on  the  side"  with  a  portion  of 
their  funds  without  materially  disturbing 
their  basic,  long-range  investment  plans. 
As  its  name  implies,  TELEGROWTH  is  de- 
signed to  be  a  very  closely  supervised 
high-performance,  high-risk,  growth  port- 
folio service  with  buy  and  sell  advice 
flashed  to  clients  by  telegram. 
Briefly,  here  is  how  TELEGROWTH  works: 

1  Babson's  specially  appointed  Aggres- 
sive Investment  Committee  has  set  up  a 
master  model  TELEGROWTH  portfolio 
service  with  only  one  investment  objec- 
tive in  mind  —  substantial  capital  growth 
in  the  shortest  possible  time.  Securities 
selected  for  your  TELEGROWTH  portfolio, 
although  likely  to  be  speculative  in  nature, 
will  be  carefully  researched  and  actively 
supervised  in  an  all-out  effort  to  obtain 
maximum  performance. 

2  If  you  decide  to  subscribe  to  TELE- 
GROWTH, we  will  mail  you  YOUR 
MASTER  MODEL  TELEGROWTH  PORT- 
FOLIO as  it  stands  on  that  day,  along 
with  complete  instructions.  You  will  then 
build  your  own  TELEGROWTH  portfolio 
by  buying,  through  your  broker,  each  of 
the  recommended  TELEGROWTH  stocks 
in  proportion  to  the  total  capital  you  are 
willing  to  commit  to  such  a  venture. 

3  In  striving  for  maximum  performance, 
Babson's  Aggressive  Investment  Commit- 
tee will  keep  your  master  model  TELE- 
GROWTH portfolio  under  continuous, 
close  supervision.  They  will  notify  all 
TELEGROWTH  clients  of  recommended 
new  purchases  and  sales  by  telegram. 

The  annual  fee  for  TELEGROWTH  is  $240. 

It  should  be  clearly  understood  that  we 
recommend  TELEGROWTH  only  to  inves- 
tors whose  personal  circumstances  and 
investment  outlook  permit  them  to  allo- 
cate a  portion  of  their  funds  to  a  frankly 
speculative,  but  diligently  supervised  ven- 
ture. If  you  are  among  this  group,  how- 
ever, we  feel  confident  that  you  would  do 
well  to  add  TELEGROWTH  as  a  specula- 
live  supplement  to  your  present  long- 
range  investment  program.  For  complete 
information  on  TELEGROWTH,  simply  mail 
this  coupon. 


Please  send  me  complete  details  on  TELE- 
GROWTH, Babson's  new  Telegraphic  Growth 
Portfolio  Service.  Dept.  F-268 

Name 


Street  &  No. 


Clty- 


-State Zlp- 


TECHNICIAN'S  PERSPECTIVE 

By  John  W.  Schulz 


The  1961-1968  Parallel 


BABSON'S  REPORTS 

Incorpoi'iitocl 

WELLESLEY  HILLS.  MASS.  02181 
FOUNDED  IN  1904  BY  ROGER  W    BABSON 


Wall-Street  oldtimers  like  to  say 
that  a  bull  market,  to  remain  healthy, 
has  to  climb  up  a  "wall  of  worry." 
To  the  extent  that  this  notion  has 
merit  (and  much  can  be  said  for  it), 
the  bull  market  that  began  on  Oct. 
10,  1966  should  still  be  in  pretty  good 
shape.  Certainly  it  has  had  its  full 
quota  of  worries  to  climb  over;  in- 
deed I  cannot  recall  in  30-odd  years 
one  other  bull  market  that  unfolded 
to  the  tune  of  as  many  bear-market 
warnings  as  I  have  heard  and  read 
since  late  1966. 

Doubtless  the  time  will  come  when 
these  dire  predictions  are  borne  out; 
unquestionably,  too,  the  older  the  bull 
market,  the  more  attention  they  de- 
serve. But  by  past  standards,  a  bull 
market  is  not  necessarily  over  the  hill 
at  age  two,  so  bear-market  forecasts 
can  still  be  suspected  of  being  sub- 
stantially premature.  What's  more, 
the  premises  for  some  of  those  re- 
cently in  circulation  look,  upon  closer 
inspection,  none  too  solid. 

One,  for  example,  hinges  on  the 
fact  that  the  post- 1966  bull  market 
has  led  to  excessive  speculation  in 
certain  areas,  especially  in  new  stock 
issues,  which  have  been  shooting  up 
like  weeds  on  the  over-the-counter 
market  this  year.  Traditionally,  such 
bubbles  on  one  market  sector  are  re- 
garded as  capable  of  undermining  the 
stock  market's  over-all  technical  posi- 
tion so  severely  that  a  general  price 
collapse,  sooner  or  later,  becomes  in- 
evitable. Many  analysts  have  attrib- 
uted the  1962  bear  market  to  the 
high  speculative  fever  that  gripped 
the  public  in  1961,  more  so  since  the 
1962  business  background  did  not 
seem  to  justify  any  substantial  decline 
in  stock  prices. 

Understandably,  therefore,  this 
year's  new-issue  craze  and  the  related 
goings-on  in  unseasoned  stock  issues 
have  led  some  observers  to  the  con- 
clusion that  something  akin  to  the 
1962  collapse  must  soon  be  expected, 
even  if  the  economy  avoids  a  reces- 
sion in  1969.  They  were  apparently 
confirmed  in  this  view  by  the  strong 
revival  of  demand  since  last  August 
for  investment-quality  blue  chip 
stocks,  a  phenomenon  that  in  the  past 
has  tended  to  be  characteristic  of  late 

Mr.  Schulz  is  a  partner  in  the  New  York  Stock  Ei 
change  firm  of  Wolfe  t  Co. 


bull-market  phases,  with  the  second 
half  of  1961  a  particularly  prominent 
case  in  point. 

But,  though  plausible,  the  1961- 
1968  parallel  is  more  apparent  than 
real.  True,  new  stock  issues  in  the 
first  half  of  1968  ran  at  a  record 
annual  rate  of  some  $5.3  billion,  com- 
pared with  $4.5  billion  for  all  of 
1961.  But  here  the  resemblance  ends. 
This  year,  for  one  reason  or  another, 
retirements  of  corporate  stock  are 
likely  to  exceed  new  issues.  Conse- 
quently, it  has  been  estimated,  1968 
will  see  a  net  reduction  of  about  $1 
billion  in  the  volume  of  outstanding 
stock  available  for  trading,  as  against 
a  net  increase  of  $2.7  billion  in  1961. 
So  it  seems  reasonable  to  argue  that 
the  1968  new-issue  boom  cannot  have 
created  the  kind  of  critically  over- 
bought general  technical  condition 
that  presumably  broke  the  1961 
bull  market's  back  and  that  no  such 
condition  now  needs  to  be  liquidated 
by  a  general  collapse  in  stock  prices 
across  the  board. 

Still  Sound 

Nor  is  this  year's  supposedly  worri- 
some advance  in  the  blue-chip  stocks 
closely  comparable  with  its  counter- 
part of  seven  years  ago.  The  Dow- 
Jones  industrials  started  their  1961 
climb  from  an  already  very  liberal 
multiple  of  over  19  times  then  cur- 
rent earnings.  At  the  December  1961 
bull-market  peak  of  735,  their  earn- 
ings multiple  was  no  less  than  23, 
about  as  high  as  it  had  been  in  over 
20  years  (and  unmatched  since). 
Clearly,  toward  the  end  of  1961,  in- 
vestors were  catching  the  speculators' 
fever,  and  as  a  result  the  whole  mar- 
ket became  vulnerable  to  liquidation 
on  a  bear-market  scale.  Today  no 
similarly  extravagant  valuations  need 
to  be  squeezed  out  of  the  conven- 
tional blue-chip  sector  or  out  of  a 
long  list  of  better-quality  stocks.  At 
about  960  the  Dow's  multiple  relative 
to  1968  earnings  is  probably  nearer 
16  than  17,  which  would  compare 
favorably  even  with  the  18-plus  mul- 
tiple at  the  1966  bull-market  high 
(995).  Under  these  circumstances, 
*there  should  still  be  more  scope  for 
the  Dow  to  rise  than  to  fall,  especially 
if  (as  I  suspect)  earnings  can  ring  up 
further  gains  in  1969.  ■ 
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Why  does  VALUE  LINE 

stand  out  among 

investment  advisory 

services? 


Because  The  Value  Line  Investment 
Survey  is  the  only  investment  advisory 
service  that  systematically  and  objective- 
ly rates  each  of  1400  widely-held  com- 
mon stocks  weekly,  relative  to  all  the 
others,  into  one  of  five  groups  on  four 
counts: 

1 .  The  stock's  probable  market  per- 
formance in  the  next  1 2  months 

2.  Its  appreciation  potential  3  to  5 
years  hence 

3.  Its  income  (yield)  in  the  next  12 
months 

4.  Its  quality  (i.e.,  its  dependability 
over  the  very  long  term-beyond  5 
years) 

Each  stock  is  rated  from  I  (Highest) 
to  V  (Lowest)  for  12-month  perform- 
ance, 3-5  year  potential  and  yield.  Each 
stock  is  graded  from  A  plus  to  C  minus 
for  quality.  The  1400  stocks  include 
nearly  every  common  stock  traded  on  the 
New  York  Stock  Exchange  plus  about 
300  on  the  American  Exchange  and  the 
Over-the-Counter  markets.  Ratings  of 
probable  future  price  performance  are 
based  almost  entirely  on  fundamentals- 
relative  price/ earnings  ratios  and  relative 
growth  rates.  These  ratings  are  not  in- 
fallible. But  they  have  been  right  in  such 
a  high  percentage  of  cases-for  reasons 
that  are  logical— that  you  owe  it  to  your- 
self to  check  systematically  the  stocks 
you  hold  and,  of  course,  the  stocks  you 
are  thinking  of  buying  or  selling,  against 
Value  Line's  objective  evaluations. 

Value  Line  also  stands  out  because 
Value  Line  makes  it  possible  for  you  to 
determine  objectively  how  suitable  a 
particular  stock  is  for  you  in  terms  of 
your  personal  investment  goals.  Value 
Line  uses  a  unique  method  of  assigning 
an  index  number  to  each  of  its  four  rat- 
ings. By  weighting  the  four  index  num- 
bers to  accord  with  your  own  goals,  you 
can  gauge  how  suitable  any  one  of  the 
1400  stocks  is  for  you  now.  Each  stock 
will  come  out  with  a  personal  suitability 
score  for  you  ranging  from  1 00  (the  high- 
est possible)  down  to  20  (the  lowest  pos- 
sible). 

The  suitability  determination  is  a  per- 
sonal evaluation.  A  stock  that  may  be 
good  for  you  may  not  be  good  for  an- 
other investor  whose  goals  are  different 
from  yours.  If  you  place  appreciation 
as  your  first  objective  and  another  in- 
vestor looks  primarily  for  current  in- 
come, chances  are  the  same  stock  will 
not  suit  both  of  you  equally  well.  You 


want  the  ones  that  are  right  for  you. 

In  addition  to  weekly  ratings  on  1400 
stocks  covering  66  industries,  Value  Line 
publishes  a  full-page  report  on  each  stock 
every  three  months-at  the  rate  of  about 
100  a  week  or  more.  Supplementary  re- 
ports are  issued  between  quarterly  reports 
if  evidence  requires.  Here  again,  Value 
Line  stands  out . . .  you  are  never  left  "up 
in  the  air"  as  to  Value  Line's  current  ap- 
praisal of  a  particular  stock— either  in 
relation  to  all  other  stocks  covered  in 
the  Survey  or  in  relation  to  your  personal 
requirements.  Nowhere  else,  we  believe, 
can  you  obtain  as  much  vital  information 
on  one  page  as  you  will  find  in  a  Value 
Line  report.  Besides  the  four  ratings,  re- 
cent price,  estimated  yield,  and  current 
price/ earnings  ratio,  every  report  in- 
cludes the  following  data  for  each  of  the 
company's  last  1 5  years  (if  available): 

•  Sales 

•  Profit  Margin 

•  Working  Capital 

•  Bond  &  Preferred  Capital 

•  Net  Plant  Account 

•  Depreciation  Rate 

•  %  Earned  on  Total  Capital 

•  %  Earned  on  Common  Equity 

•  Book  Value  per  share 

•  Capital  Growth  Ratio 

•  Sales  per  share 

•  Cash  earnings  per  share 

•  Capital  Spending  per  share 

•  Reported  Earnings  per  share 

•  Dividends  Declared  per  share 

•  Dividend  Payout  Ratio 

•  Average  Annual  PE  Ratio 

•  Average  Annual  Dividend  Yield 

•  5  year  Growth  Rate 


Some  industries  such  as  bank,  saving 
and  loan  and  insurance  have  a  different 
set  of  vital  statistics,  but  their  series  also 
total  19  different  columns-just  as  the 
list  here— for  the  company's  last  15  years. 
Each  report  also  includes  a  chart  of  the 
stock's  monthly  price  range  since  1952. 
Each  report  is  highlighted  by  a  concise 
500-word  analysis  of  the  company's  busi- 
ness and  the  latest  developments. 

Value  Line  stands  out  too  because  it 
is  so  often  first  in  predicting  probable 
future  events  of  significance  to  investors. 

To  check  this  for  yourself,  note  the  earn- 
ings estimates  for  a  particular  company 
as  attributed  to  "Wall  Street  sources"  in, 
say,  The  New  York  Times  or  The  Wall 
Street  Journal.  More  often  than  not  you 
will  find  Value  Line  made  an  estimate 
months  earlier  that  just  happened  to  be 
close  to  the  estimate  of  those  "sources." 

If  you  wish  to  see  for  yourself  why 
Value  Line  stands  out  among  investment 
advisory  services,  just  fill  in  the  coupon 
below.  If,  for  any  reason,  Value  Line 
should  fail  to  meet  your  expectations, 
return  the  material  within  30  days  and 
your  money  will  be  refunded  in  full  and 
at  once.  You  may  receive  Value  Line  for 
the  term  you  check— one  year  for  $167, 
three  months  for  $44,  or  four  weeks  for 
$5.  Each  weekly  edition  consists  of  full- 
page  reports  on  about  100  stocks  and 
analyses  of  their  industry  groups  . . .  plus 
the  24-page  Weekly  Summary  of  Advices 
&  Index  containing  the  up-to-date  rat- 
ings on  all  1400  stocks  .  .  .  plus  the  8- 
page  Selection  &  Opinion  editorial  sec- 
tion .  .  .  plus  the  monthly  Special  Report 
on  insider  transactions  and  the  quarterly 
Special  Report  on  mutual  fund  transac- 
tions issued  during  the  term  of  your  sub- 
scription. 

BONUS.  With  the  annual  or  three- 
month  subscription,  Value  Line  will  ship 
to  you  immediately  the  2-volume  In- 
vestors Reference  Library,  which  will 
give  you  the  latest  full-page  reports  on  all 
1400  stocks  published  prior  to  your  sub- 
scription. 

In  fairness  to  regular  subscribers,  who  pay  $167 
a  year  for  The  Value  Line  Investment  Survey, 
we  cannot  make  the  $5  introductory  subscrip- 
tion available  to  those  who  have  already  had 
such  a  4-wk.  subscription  within  the  past  6  mos. 


□  3-MONTH  TRIAL-$  44 
(1 


□  ONE  YEAR- $167 
(52  EDITIONS)  I 1  (13  EDITIONS) 

Send  me  the  complete  service  for  the  term  checked  plus 
—as  a  bonus— the  2-volume  Investors  Reference  Library 
consisting  of  Value  Line  sections  published  during  the 
13  weeks  preceding  start  of  this  subscription. 
□  Payment  enclosed  D  Bill  me 


□  FOUR-WEEK  TRIAL-$5 
(4  EDITIONS) 
Send  me  a  4-week  introduc- 
tory subscription  to  the  full 
service   for   $5.    I   enclose 
payment. 


If  dissatisfied  for  any  reason,  I  have  up  to  30  days  to  return  the  material 
for  a  full  refund  under  your  money-back  guarantee. 

Name  (please  print) 

Address  

City 


AA16-23 


.State. 


Zip 


(Subscription  fees  are  deductible  lor  income  tax  purposes.  N.Y.C.  residents, 
please  add  5%  sales  tax;  other  N.Y.  State  residents,  add  applicable  sales  tax.) 

The  Value  Line  Investment  Survey 
Published  by  Arnold  Bernhard  &  Co.,  Inc. 
5  East  44th  Street  •  New  York,  N.Y.  10017 
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IK 

CAN  YOU  LEARN  TO 

STAND  ASIDE 
FROM  THE  MARKET? 


A  well-ordered  plan  of  Investment  will  often 
help  you  to  avoid  involvement  in  the  market 
at  the  wrong  time. 

Such  a  plan  is  carefully  described  in  "A 
Positive    Investment   Program   For  Today". 

SPECIAL  OFFER:  Receive  our  Positive  Invest- 
ment Program  —  plus  a  5-week  trial  subscrip- 
tion to  Investors  Research  Reports.  These 
reports  analyze  price  trends  of  over  600  lead- 
ing stocks  and  provide  other  information 
which  you  may  find  invaluable.  All  you  send 
us  is  $1  — but  act  now ! 


riNVESTORrRESEARCrCOMPANY 


m 


i 
i 

I  Name 

I  Address. 

I 

I  City 


Dept.    F-16,   924   Laguna   Street 
Santa   Barbara,   California  93102 

For  $1  please  air  mail  my  trial 
subscription  plus  your  Positive 
Investment  Program. 


■  State- 


.  Zip- 


HoW  to  gain  the 

advantages  of 

investment 

management  for  a 

$5,000  to  $50,000 
portfolio 


Tf  you  have  saved  or  acquired  $5,000  to 
$50,000.  you  naturally  want  to  make  your 
capital  grow.  But  you  may  actually  be  losing 
ground  due  to  inflation  and  taxes. 

To  help  solve  this  problem,  clients  in  55 
countries  have  placed  their  accounts  under 
The  Danforth  Associates  Investment  Man- 
agement Plan,  a  unique  program  originally 
developed  by  a  Boston  family  to  manage 
its  own  common  stock  investments. 

As  in  any  investment  program,  losses  do 
and  will  occur.  However,  the  plan  thus  far 
h:is  I  pecially  efficient  in  providing 

continuing  capital  growtli  supervision  for 
individual  portfolios  starting  with  from 
$5,000  to  $50,000  in  cash  or  securities. 

For  a  complimentary  copy  of  a  42-page 
report   describi  in  ancj  ;ts 

complete  1 0-year  "perfoimance  record," 
simply  write  Dept,  D-9. 

THE  DANFORTH  .  >SOCIATES 
Wellesley  hills,  Mass.,  u.s.a.  02x81 

Investment  Management    .    Incorporated  1936 
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THE  MARKET  OUTLOOK 

By  Sidney  B.  Lurie 


Random  Observations 


Cynics  sometimes  claim  that  we  who 
attempt  to  advise  others  always  say 
"buy,"  seldom  say  "sell."  Yet  all  stocks 
do  not  mean  the  same  thing  to  all 
security  buyers.  Objectives  and  re- 
quirements differ.  Furthermore,  there 
are  times  when  over-all  considerations 
can  be  less  important  than  the  pros- 
pect of  a  change  in  issue  emphasis 
within  the  market  as  a  whole.  This, 
obviously,  has  been  the  case  in  the 
past  four  or  five  months. 

Subject  to  these  qualifications,  I've 
reviewed  the  issues  mentioned  in  my 
columns  the  past  six  months.  Group 
suggestions,  such  as  my  spring  rec- 
ommendations on  the  "money  stocks," 
have  worked  out  quite  well.  So,  too, 
have  substantially  all  of  the  individ- 
ual issue  recommendations.  Yet  there 
are  some  that  I  think  are  becoming 
a  little  "rich,"  whereas  others  still 
appear  attractive.  The  reason  I  make 
this  point  is  to  emphasize  the  fact  that 
the  old  issues  of  Forbes  you'll  find 
in  your  doctor's  waiting  room  aren't 
necessarily  the  gospel  of  today.  It  is 
true,  however,  that  any  time  can  be 
a  good  time  to  buy  a  good  stock.  This 
has  been  and  probably  will  remain  a 
two-way  market:  Relatively  strong 
stocks  can  be  firm  during  a  period  of 
over-all  consolidation  even  though 
relatively  weak  stocks  become  weaker. 

Strong   Prospects 

I  believe  this  is  the  time  to  con- 
sider the  aerospace  industry.  Peace 
probably  would  spell  increased  space 
spending  as  well  as  higher  spending 
for  the  next  generation  of  tactical  air- 
craft. Today's  market  unpopularity 
gives  full  recognition  to  current  un- 
certainties, which  have  passed  the 
point  of  major  impact,  but  none  to 
tomorrow's  potential.  This,  in  my 
opinion,  is  particularly  the  case  with 
Grumman  Aircraft  Engineering.  It's 
not  just  that  I  believe  this  year's  earn- 
ings may  better  last  year's  $3.04-per- 
share  profit.  Nor  is  it  that  I  feel 
the  company  possesses  a  somewhat 
unique  degree  of  internal  earnings 
leverage  in  two  of  its  major  programs, 
one  ol  which  could  mean  a  significant 
earnings  "swing"  between  1967  and 
1970.  Rather,  1  believe  the  company's 
ii    programs  and  prospects  are 

Mr.    Lurie    Is    a    partner   in    the    New    York    Stock 
I    Eichange  firm  of   Josephthal  ft  Co. 


much  stronger  than  is  generally  ap- 
preciated, and  that  a  new  upward 
earnings  trend  is  starting  and  will 
continue  into  the  Seventies. 

Now  that  the  election  is  past  his- 
tory, I'd  like  to  offer  a  few  sobering 
thoughts:  1)  Market  history  indicates 
that  a  period  of  price  irregularity  will 
follow  a  loss  of  power  by  the  incum- 
bent party,  for  new  policies  have  to 
be  established.  2)  The  very  closeness 
of  the  popular  vote  indicates  that  Mr. 
Nixon  did  not  receive  a  special  man- 
date for  change.  3)  The  different 
philosophies  of  the  two  parties — one 
in  effect  promising  a  return  to  the 
old  order,  the  other  a  continuation  of 
new  adventures — point  to  a  period  of 
uncertainty  until  a  new  sense  of  di- 
rection has  been  established.  In  short, 
many  questions  will  be  asked  in  the 
period  that  lies  ahead. 

But  meanwhile  the  market  has  the 
support  of  a  number  of  more  reassur- 
ing considerations.  One,  for  example, 
is  the  fact  that  peace  in  Vietnam  can 
and  will  become  a  reality  at  some 
point  despite  the  diplomatic  stumb- 
ling blocks.  And  the  transition  from 
today's  stimulated  economy  should  be 
easily  accomplished.  Military  spend- 
ing is  unlikely  to  be  sharply  reduced, 
and  peace  ultimately  would  lessen 
our  balance-of-payments  problems 
and  encourage  wider  international  co- 
operation in  support  of  the  gold  stan- 
dard. Furthermore,  peace  would  ease 
at  least  one  area  of  domestic  tensions 
and  strengthen  the  currently  improv- 
ing credit  background. 

The  market  can  also  find  re- 
assurance in  the  business  and  earnings 
outlook  as  it  exists  today.  True,  the 
federal  budget  is  moving  from  a 
deficit  position  (which  is  stimulating) 
tc  a  surplus  position  (which  is  a 
restraining  influence).  As  yet,  how- 
ever, there  is  no  sign  of  any  slacken- 
ing; the  early  warning  signals  point 
to  continued  forward  momentum.  Ir 
fact,  with  the  residential  building  in- 
dustry living  up  to  my  expectation.' 
of  becoming  a  major  propelling  force, 
the  standard  forecast  of  a  slow  firsl 
half  in  1969  and  a  quickening  second 
hall  could  be  in  error.  Nearly  80S 
of  the  close  to  400  major  companies 
participating  in  a  Federal  Reserve 
Bank  of  Philadelphia  survey  expei 
higher  earnings  this  year.  ■ 
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OVERSEAS  COMMENTARY 

By  George  J.  Henry 

Reflections  From  Abroad 


What  hits  one  most  in  the  eye.  as 
far  as  France  is  concerned,  is  the 
relative  expensiveness  of  everything. 
1  am  not  referring  to  the  high-class, 
luxury  articles,  such  as  model  dresses; 
I  am  referring  to  the  goods  of  every- 
day use  that  one  sees  in  the  popular 
consumer  stores  such  as  Printemps 
and  Librairie  Hachette.  Prices  have 
spiraled  since  the  troubles  of  last 
Spring,  and  there  appears  to  be  no 
end.  as  yet,  to  the  upward  trend.  No 
amount  of  hard  currency  and  gold 
leserves  can.  in  such  circumstances, 
avert  devaluation,  in  spite  of  de 
Gaulle's  latest  pronouncements.  The 
main  use  of  the  huge  reserves  in  this 
situation  is  that  no  hasty  devaluation 
will  take  place.  Rather,  a  certain 
stabilization  can  be  looked  for  before 
the  final  but  inevitable  step  is  taken. 
It  is  therefore  useless  to  try  and 
appraise  French  securities.  A  profit 
pinch  can  be  expected,  even  in  ex- 
panding  industries  where  the  sales 
oluine  is  unlikely  to  suffer.  On  the 
purely  political  side  it  is  interesting 
to  note  that  among  the  people  I  met, 
ot  one  supported  or  even  expressed 
friendly  sentiments  toward  Charles 
de  Gaulle.  Admittedly,  my  contacts 
annot  be  described  as  being  a  cross- 
section  or  in  an)  way  a  fair  sample 
f  the  population.  Still,  most  of  my 
friends  were  unanimous  in  believing 
hat  the  overwhelming  support  Gen- 
ral  de  Gaulle  received  in  the  last 
election  was  almost  entirely  due  to 
lis  raising  the  specter  of  Communism. 
Across  the  Channel,  England  gives 
ne  a  sensation  of  booming  pros- 
perity. Nightclubs  and  expensive 
estaurants  are  full;  department  stores 
>f  all  descriptions,  especially  the  pop- 
priced  ones  such  as  Marks  & 
Spencer,  are  swarming  with  enthu- 
iastic  customers.  It  makes  one  won- 
ler  to  what  extent  the  economic 
niracle  expected  from  devaluation  is, 
n  fact,  working,  when  every  appear- 
inee  would  lead  one  to  believe  that 
ternal  demand  is  at  a  tremendously 
ligh  level.  This  observation  would 
;eem  to  be  bolstered  by  more  reliable 
dence  than  visual  impressions.  Yet, 
o  some  extent,  devaluation  is  work- 
g.  A  great  deal  is  hoped  for  from 
ationalization  of  production  methods 
lind  better  utilization  of  manpower, 
d  managerial  ability.  Consequently 


we   can   expect   that   the  mergers   of 
the  past  year  or  so  will  continue. 

The  vast  majority  of  English  ob- 
servers do  not  place  much  emphasis 
on  the  discoveries  of  natural  gas  that 
have  been  made  in  recent  years.  In 
spite  of  the  fact  that  this  gas  should 
begin  to  be  utilized  in  the  near  fu- 
ture, the  experts  do  not  seem  to  place 
any  major  emphasis  on  it  in  over- 
coming the  problems  of  the  United 
Kingdom.  I  think  they  are  mistaken. 
If  crude  oil  were  discovered  in  abun- 
dance off  the  shores  of  Great  Britain, 
these  commentators  would  immedi- 
ately agree  that  it  would  go  a  long 
way  toward  solving  the  economic 
ills  of  the  United  Kingdom.  Admit- 
tedly, natural  gas  is  not  quite  as 
valuable  from  the  point  of  view  of 
Britain  as  crude  oil  would  be,  but  it 
is  valuable  enough,  and  in  time 
should  go  a  long  way  toward  helping 
various  segments  of  British  industry. 
An  obvious  beneficiary  would  of 
course  be  the  petrochemical  industry, 
but  practically  all  segments  of  indus- 
try would  profit  in  time  from  the 
availability  of  an  economic  and  abun- 
dant source  of  fuel,  one  which  would 
lio  a  long  way  in  displacing  coal. 

Behind  the  Iron  Curtain 

I  would  like  to  give  a  few  observa- 
tions on  my  visit  to  Hungary,  which, 
though  of  no  immediate  importance 
as  far  as  evaluating  stock  exchange 
trends  is  concerned,  may  be  of  some 
general  interest.  I  was  most  impressed 
by  the  complete  freedom  with  which 
absolute  strangers,  such  as  taxi  drivers 
and  shopkeepers,  discussed  political 
and  economic  matters.  They  did  not 
seem  to  be  in  any  way  afraid  of 
criticizing  either  the  Hungarian  or 
the  Soviet  governments.  Of  course, 
the  fact  that  I  do  speak  Hungarian 
made  it  comparatively  easy  for  me 
to  communicate  with  them,  but,  not 
having  been  to  Hungary  since  1935, 
my  Hungarian  is  sufficiently  rusty 
that  everybody  I  talked  to  immedi- 
ately realized  I  was  an  overseas 
visitor.  Much  has  changed  since 
1956.  At  that  time,  I  understand,  it 
would  have  been  very  dangerous  to 
utter  any  critical  remarks. 

The  standard  of  living,  when  com- 
pared to  the  Western  world,  is  of 
course  very  much   lower.   But  while 


there  may  not  be  the  great  abundance 
of  our  highly  mechanized  civilization 
in  the  West,  I  was  impressed  by  the 
fact  that  the  poverty  that  existed  be- 
fore the  war  among  the  laboring 
classes  and  the  peasants  is  no  longer 
evident.  People  may  be  dressed  in  a 
drab  fashion,  when  compared  with 
the  West,  but  they  are  dressed  and 
shod  adequately,  and  the  patched 
clothes  of  prewar  years  are  no  longer 
evident  anywhere.  The  price  of  food 
and  other  items  is  unbelievably  low, 
compared  with  U.S.  prices,  but  this 
comparison  becomes  invalid  when  one 
remembers  that  the  income  of  a  young 
doctor  or  lawyer  is  equivalent  to 
roughly  $100  a  month. 

Budapest  has  always  been  famous 
for  its  superb  cooking,  and  this  hasn't 
changed.  What  is  interesting  is  that, 
in  a  socialist  society,  restaurants  are 
classified  as  being  first,  second  and 
third  class,  and  certain  deluxe  restau- 
rants and  hotels  are  termed  "above 
class."  The  quality  of  food  does  not 
vary  much  with  the  class  of  restau- 
rant. The  small  differential  in  price 
is  accounted  for  by  the  decor  and 
service.  From  the  point  of  view  of 
U.S.  tourists,  it  is  undoubtedly  a  great 
attraction  that  a  full  meal,  in  one  of 
the  best  restaurants,  is  unlikely  to 
exceed  $2  per  person.  What  is  fas- 
cinating is  the  liberal  attitude  of  the 
people,  their  support  for  the  policies 
of  Dubcek  of  Czechoslovakia,  and 
their  abhorrence  of  their  own  govern- 
ment's action  in  participating  in  the 
invasion  of  Czechoslovakia.  Hungary, 
while  not  as  liberal  as  Czechoslovakia, 
has  liberalized  a  great  deal  since  the 
bloody  revolution  of  1956.  It  is  diffi- 
cult to  see  how  this  tendency  toward 
greater  liberalization  can  be  stopped 
in  the  long  run. 

I  have  at  times  in  the  past  referred 
to  a  general  unwillingness  to  hold 
cash.  This  tendency,  if  anything,  is 
more  marked  in  Europe  than  in  the 
U.S.  With  economic  uncertainties  in 
England,  France  and  other  countries 
aggravated  by  political  instability  in 
certain  cases,  demand  for  equities  is 
good.  Demand  for  U.S.  equities  is 
especially  good  since  people  are  im- 
pressed by  the  political  stability  of 
the  Western  Hemisphere  as  opposed 
to  Europe.  This  accounts  for  the  very 
helpful  improvement  in  our  balance 
of  payments  caused  by  the  influx  of 
portfolio  investments  from  abroad.  It 
is  true  that  the  Western  Hemisphere, 
with  a  general  spirit  of  border  friend- 
liness, is  politically  stable  when  view- 
ed from  overseas.  But  this  is  a  poor 
commentary  on  the  state  of  the  world 
in  general  when  one  considers  the 
strife  and  turmoil  in  the  internal 
problems  that  must  soon  be  solved 
bv   a   new    Administration.  ■ 
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"HOW  CAN  I  TELL 
WHEN  TO  SELL" 

You've  latched  on  to  a  stock  that's  on  the 
rise,  but  .  .  .  how  now?  Should  you  sell  and 
settle  for  a  profit  ...  or  hold  and  hope  for 
more?  Not  an  easy  decision  to  make,  but 
one  nevertheless  faced  by  most  investors 
much  of  the  time. 

We  have  the  same  timing  problem.  How- 
ever, we  believe  there  are  two  factors  in 
our  favor  ...  (1)  a  specially  designed  "3d 
generation",  real-time,  on-line  computer  that 
provides  us  with  timely  investment  informa- 
tion in  seconds  .  .  .  information  that  used 
to  take  hours  and  days  to  dredge  up  and 

(2)  a  systematic  computer-based  technique 
that  clearly  signals  when  to  sell  (and  when 
to  buy)  "by  the  numbers." 

We  call  our  method  COM-STAT  (COMputer 
Stock  Timing  and  Analysis  Technique).  Since 
its  inception  in  1963,  after  years  of  intensive 
testing,  COM-STAT  has  provided  a  method 
on  which  to  base  intelligent,  unemotional 
investment  decisions.  Specifically  COM-STAT 
seeks  to  help  you  .  . . 

.  .  .  increase  your  profit  potential  by  buying  and 
selling  the  "right"  stock  at  the  "right"  time 
.  .  .  achieve  a  sensible  balance  between  max- 
imum possible  return  and  minimum  possible 
risk 

.  .  .  reduce  the  amount  of  time  and  study  to 
make  investment  decisions 
...  be  confident  that  the  recommendations  you 
get  are  based  on  a  thorough  study  of  researched 
information,  careful  analysis,  and  the  direct  out- 
put of  probably  the  world's  most  advanced  com- 
puter facilities  for  an  investment  service. 

SEND  FOR  COM-STAT's  $10  INTRODUCTORY 
TRIAL  PACKAGE  ...  and  see  at  first  hand 
how  this  remarkably  effective  service  can 
help  your  investment  program.  You  will 
receive:  (1)  The  latest  computer  ratings  on 
450  stocks  selected  from  a  field  of  over 
4,000  issues.  (2)  Ratings  comparing  BOTH 
the  fundamental  and  technical  factors  in 
each  of  these  stocks  in  the  current  market. 

(3)  Full  details  on  test  results  made  by  ap- 
plying COM-STAT  Stock  Ratings  to  THREE 
automatic  buy-sell  plans.  (4)  COM-STAT's 
measurement  of  today's  stock  market  with 
advice  for  the  period  ahead  .  .  .  including 
its  Forecasting  Lines,  closely  watched  to 
help  determine  coming  market  trends.  (5) 
The  latest  COM-STAT  Stock  Comments,  with 
growth-channel  projections  on  carefully  se- 
lected top-rated  issues  (6)  Specific  instruc- 
tions on  how  to  apply  COM-STAT  to  growth, 
income  or  speculative  portfolios. 
COM-STAT  could  change  your  entire  ap- 
proach to  the  market.  Your  package  is  wait- 
ing ..  .  fill  out  the  coupon  below  and  we'll 
send  it  to  you  air  mail . .  . 


COM-STAT 


Yes,  here 


a  division  of 

Spear  &  Staff,  Inc. 

Dept.  CFD-01 

Babson  Park,  Mass.  02157 

is  my  $10  (refunded  in  full  if  I  am 
not  completely  satisfied,  and  fully  credited  if  I 
decide  to  become  a  member).  Send  me  your  56 
page  Introductory  Trial  Package  containing  COM- 
STAT's  latest  findings  and  advices  on  stocks  in 
the  current  market 

Check  here  to  receive  all  of  the  above  as  a 
bonus  with  a  90-day  Guest  Membership  at  $95 
(or  $90  if  payment  is  enclosed)  ...  a  $125 
value. 


Name. 


Address_ 
City 


.State. 


.Zip. 


(For  new  readers  only  —  not  assignable  without 
your  consent) 

Check  here  if  you  are  an  investor  with  more 
than  $15,000  in  the  market  and  would  like  to 
be  informed  about  Spear  &  Staff's  Investment 
Management  Progrom    No  obligation. 


THE  FUNDS 


Back-Office  Bomb 

A  sheik  sits  in  the  jail  of  an  Arabian 
king  who  years  ago  might  have  cut 
his  hands  off.  An  old  lady  in  a 
retirement  home  counts  the  hours  be- 
fore she  will  be  thrown  out  for  being 
two  months  behind  on  her  room  bill. 
What  have  they  in  common?  Mutual 
fund  bookkeeping. 

The  unfortunate  sheik  made  his 
living  as  a  mutual  fund  dealer.  One 
of  his  customers,  the  Arabian  king, 
presented  his  shares  for  redemption 
and  did  not  get  his  money.  The  old 
lady  was  a  mutual  fund  shareholder 
with  a  monthly  withdrawal  account. 
She  had  not  received  her  checks  from 
the  fund  for  two  months. 

Both  stories  are  true,  and  both  have 
happy  endings.  A  flurry  of  cables  to 
and  from  State  Street  Bank  &  Trust 
Co.  of  Boston  saved  the  sheik.  And  a 
last-minute  call  from  a  mutual  fund 
sent  a  nearby  dealer  to  the  old  lady's 
rescue.  Both  were  victims  of  a  disease 
that  is  spreading  from  one  successful 
mutual  fund  to  another.  It  is  called 
back-office  foul-up. 

Many  mutual  fund  men  claim  their 
back-office  problems  are  more  com- 
plicated than  those  of  brokerage 
houses  that  have  been  given  a  string 
of  Wednesdays  off  to  untangle  their 
logjams  of  paperwork.  Unlike  an 
ordinary  stock  transaction,  the  sale  or 
redemption  of  a  mutual  fund  share, 
they  claim,  must  go  through  a  num- 
ber of  steps  that  can  easily  go  awry. 
For  instance,  as  an  originator  of  new 
shares,  a  mutual  fund  must  add  an 
investor's  cash  to  the  fund's  assets 
before  it  can  issue  a  certificate  repre- 
senting the  correct  number  of  shares. 
A  broker,  by  contrast,  can  pay  for  a 
stock  and  put  it  in  the  firm's  street 
name  before  receiving  a  customer's 
money.  Fund  men  also  claim  that  the 
various  plans  by  which  mutual  funds 
are  sold,  like  voluntary  and  with- 
drawal plans,  can  provide  enough 
complications  to  tax  even  the  best 
computerized  operation. 

Growth   Pains 

A  list  of  funds  that  have  suffered 
from  back-office  foul-up  reads  like 
a  success  list  of  the  industry.  The 
reason  is  that  the  growth  that  funds 
seek  can  be  lethal  to  the  bank  that, 
as  transfer  agent  and  custodian  of  the 
fund's  certificates,  keeps  track  of 
shareholder  accounts  and  the  fund's 
cash  balance  and  portfolio. 

How  pervasive  is  the  problem  is 
suggested  by  the  number  of  funds 
that  have  recently  left  one  custodian 
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bank  for  another — for  example,  the 
Bank  of  America-Enterprise  Fund 
fracture.  "Our  assets  grew  from  $29 
million  in  December  1966  to  S247 
million  in  December  1967."  says 
Robert  E.  Webb.  Enterprise's  director 
of  bank  services.  "Bank  of  America 
was  really  unable  to  cope  with  this 
rapid  growth."  Webb  blames  person- 
nel problems  and  heavy  volume  For 
B  of  As  failure  to  credit  shareholder 
accoui  ts  with  proper  dividend  dis- 
tributions. Enterprise  is  now  with  Bos- 
ton's State  Street  Bank,  which  handles 
transfers  and  custodian  duties  for  47 
mutual  funds  with  $11  billion  in  as- 
sets— over  21?  of  the  industry  total. 
Webb  considers  State  Street  one  of 
the  better  custodians  in  the  country 
today,  but  only  because  it  has  had 
its  brush  with  catastrophe  before.  A 
few  years  ago,"  says  Webb,  "State 
Street  was  in  the  same  kind  of  trouble 
with  the  Fidelity  group  of  funds  as 
Bank  of  America  is  with  us." 

The    Exception    and   the    Rule 

The  dissatisfaction  with  mutual 
fund  transfer  business  is  not  limited 
to  the  funds  that  are  rapidly  growing. 
Chemical  Bank  New  York  Trust  Co., 
for  example,  is  re-evaluating  its  rela- 
tionship with  Gerr)  Tsai's  Manhattan 
Fund,  which  is  undergoing  a  loss  ol 
assets  because  of  redemptions  in  ex- 
cess nt  sales  "The  mutual  funds  are 
not  worth  the  trouble,  sa\  s  the  onlj 
Chemical  Bank  man  talking. 

It  is  true  that  shareholder  account- 
ing is  done  almost  at  cost  by  the 
banks  and  is  sometimes  unprofitable. 
Mutual  fund  computer  operations  can 
cost  millions  of  dollars.  Effective  off- 
the-shelf  programs  can  cost  $300,000 
to    $700,000.    Even    then,    however, 

there  is  no  guarantee  that  the  pro- 
gram is  bug-free — or  that  it  will  not 
break  down  for  a  variety  ol   reasons. 

Justin  S.  Dunn,  president  of  E.W. 
\\e  ix-  Co..  manager  of  the  Axe  group 
of  hmds.  recalls  this  year's  experience 
with  Corporation  Trust  Co.  of  New 
York.  "They  had  been  using  another 
computer  and  then  switched  to  an 
IBM  360.  The  combination  of  per- 
sonnel problems  and  programming 
problems  resulted  in  a  complete 
breakdown."  Axe  now  uses  First  Na- 
tional City  Bank.  New  York. 

But  while  some  banks  are  giv- 
ing up,  other  banks  are  plunging 
ahead.  Says  Herbert  Emilson,  vice 
president  at  State  Street,  "We  are 
almost  three-fourths  through  a  $1.5- 
million  computer  operation  which  will 
handle  mutual  fund  shareholder  ac- 
counts starting  in  late  1969." 

Why  do  banks  bother  with  a  busi- 
ness that  is  foreign  to  traditional  com- 
mercial banking,  that  is  fraught  with 
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International  Paper  Company 

and  its  subsidiary 
have  acquired  the  assets  and  business  of 

Davol  Inc. 


The  undersigned  initiated  and  acted  as  financial  advisors 
to  International  Paper  Company  in  this  transaction. 


Burnham  and  Company 
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253rd  COMMON  DIVIDEND 

A  regular  dividend  of  Forty- 
seven  and  One-half  Cents 
(47  '/2(0  per  share  has  been 
declared  upon  the  Common 
Stock  of  The  American 
Tobacco  Company,  payable 
in  cash  on  December  2, 1968, 
to  stockholders  of  record 
at  the  close  of  business 
November  8,  1968.  Checks 
will  be  mailed. 

C.  A.  Mehos,  Treasurer 
October  29,  1968 
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AND  SUBSIDIARIES 


NO  SALES  CHARGE 

NO  REDEMPTION  CHARGE 

100  /o  of  your  money  is 
invested  for  you  in  the 
broad  field  of  ENERGY 

•  nuclear  power  •  electronics 

•  data  processing  •  oil  •  aerospace 

•  communications,  etc. 
Only  $100  initial  investment. 


SELF-EMPLOYED  RETIREMENT  PLANS 
ENERGY  FUNO  is  a  qualified 
investment  under  Keogh  Act. 


EMPLOYEE  PROFIT  SHARING 
PENSION  PLANS 

available  with  Energy  Fund. 
To  buy  10  shares  or  more 
call  collect  (212)  344-5300 
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% JOHNSTON 

MUTUAL  FUND 

for  investors  seeking  possible  growth 
of  capital  and  income 

A  NO-LOAD  FUND 

No  Redemption  Charge 
Systematic  Investment  Plan 

NO  SALES  CHARGE 

Self-Employed  Retirement  Plan 
Available  (Keogh  Act) 

Mail  Today  For  Free  Prospectus 


The  Johnston  Mutual  Fund  Inc. 

230  Park  Ave.,  N.Y.C.  10017    Dept.  C 

Phone:  (212)  679-2700 

NAME 

ADDRESS 


administrative  and  operational  head' 
aches,  and  that  involves  them  in  a 
tidal  wave  of  paper  forms  and  po- 
tential foul-ups?  The  answer  is  cash. 
Mutual  funds  are  never  fully  invested 
in  stocks,  they  always  have  cash! 
From  that  source  State  Street  Bank, 
for  example,  gets  over  20%  of  its  total 
demand  deposits,  against  which  it 
can  make  interest-earning  loans. 

On  the  other  hand,  the  transfer 
jole  carries  with  it  a  multitude  of 
bookkeeping  operations  that  include 
keeping  shareholder  addresses,  credit- 
ing reinvestment  of  dividends  and 
engaging  in  constant  discussion 
with  the  fund's  dealers  in  exchanging 
fund  certificates  for  money.  Moreover, 
the  bank  that  fails  to  keep  the  fund's 
records  straight  gets  a  black  eye  and 
no  sympathy  from  fund  men.  "Our 
loss  of  business,"  says  Axe's  Dunn, 
"has  been  in  millions  of  dollars  we 
would  have  had  but  don't  because 
of  Corporation  Trust's  problem." 

Pressure  from   Above 

If  the  mutual  fund  industry  were 
not  already  sufficiently  concerned 
with  the  problem,  the  Securities  & 
Exchange  Commission  stands  ready 
to  make  it  so.  Says  David  Butowsky, 
the  new  SEC  attorney  responsible  for 
the  supervision  of  back-office  prob- 
lems: "There  is  no  question  that  the 
industry  is  currently  deluged  with 
back-office  problems,  many  of  which 
manifest  themselves  in  violations  of 
the  Investment  Company  Act — for 
instance,  the  redemption  requirement 
of  seven  days  for  mutual  fund  shares. 
Many  people  buy  funds  only  because 
of  it,  to  have  money  available  quickly. 
Yet  we  get  letters  from  people 
saying  they  had  to  borrow  money  from 
banks  to  meet  their  obligations  be- 
cause the  funds  were  slow. 

"And  it's  not  only  redemptions. 
More  and  more  we  are  finding  that 
back-office  problems  are  impeding 
funds  so  that  they  are  unable  to  com- 
pute their  per-share  net  asset  values 
accurately.  There  have  been  errors  as 
great  as  17  and  26  cents  a  share. 

"There  is  a  built-in  conflict  here. 
The  fund  managers  want  new  money 
for  performance,  and  it's  in  their  in- 
terests to  keep  selling  shares.  Per- 
sonally, I  think  they  should  stop  sell- 
ing shares  when  they  get  in  trouble." 

Butowsky  has  not  yet  seen  the  need 
to  recommend  so  drastic  a  step  to 
the  Commission.  But  his  willingness 
to  consider  it  suggests  how  serious 
the  situation  already  is.  Two  mutual 
funds — Mates  and  Pennsylvania  Mu- 
tual— have  already  seen  fit  to  stop 
selling  temporarily.  Meanwhile,  in  an- 
other room  of  the  SEC  there  are  more 
new  fund  applications  pending  thar 
ever    before.  ■ 
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Six  good  reasons  why  only  s5  now 

could  make  1 969  your  best  investment  year 


Yes,  just  55  is  all  it  costs  to  take  your  first  step  to  invest- 
ment success  in  1969  .  .  .  just  $5  to  join  the  more  than 
74.000  astute  investors  who  turn  to  FINANCIAL  WORLD 
each  week  for  that  steady  flow  of  investment  help  to  give 
them  the  extra  margin  of  profit  with  minimum  risk  that 
they  demand  for  their  investments. 


You  receive  all  this : 


1.  TWELVE  WEEKLY  ISSUES-FULL  OF  MARKET  NEWS:  Every  week 

for  the  next  twelve  weeks  you  will  receive  a  copy  of  Financial 
World.  You'll  find  this  professional,  prestigious  magazine  filled 
with  articles  of  interest  and  value  .  .  .  spot  trends  of  current  issues 
and  securities,  interviews,  profiles,  industry  and  company  surveys, 
a  wealth  of  investment  news  and  ideas,  plus  timely  studies  and 
reports  on  current  investment  opportunities.  Mutual  Funds,  etc. 
The  sort  of  dollars-and-sense  information  well  worth  the  alert 
investor's  thoughtful  attention. 

2.  THREE  MONTHLY  SUPPLEMENTS,  "INDEPENDENT  APPRAISALS": 

Every  month  for  the  three  months  of  your  special  subscription 
you'll  get  a  detailed,  updated  digest  of  current  stock  information — 
prices,  earnings,  dividends,  etc. — and  also  our  independent  ratings  on 
as  many  as  1,900  listed  stocks.  We  think  you'll  find  it  profitable  to 
be  as  well-informed  and  up-to-the-minute  as  we  can  make  you. 

3.  PERSONAL  ADVICE  BY  MAIL:  As  a  subscriber,  you're  entitled  to 
ask  us  for  buy/hold/sell  advice  on  any  one  listed  security  that 
interests  you  at  the  particular  time.  Write  us  for  specific  advice 
at  any  time  during  your  subscription — as  often  as  once  a  week, 
if  you  like. 

4.  VALUABLE  BONUS  BOOK:  You'll  also  get— as  a  special  gift— a 
copy  of  our  exclusive  72-page  handbook,  Your  Step-by-Step  Guide 
to  Investment  Success.  The  34  chapters  in  this  book  help  clear  away 
the  mystery  and  the  myths  from  investing — explain  portfolio- 
planning,  dollar  averaging,  how  to  read  a  balance  sheet,  depreci- 
ation, leverage,  investment  timing,  and  many  other  aspects  of 
knowledgeable  investing  you  should  understand. 

5.  SPECIAL  STUDIES:  You  will  also  receive  by  return  mail  these 
Special  Studies  of  current  investment  opportunities:  "Stocks  to 
Earn  More  in  '69,"  and  "O-T-C  Stocks  Attractive  Now."  These 
are  typical  of  the  informed  and  prudent  investment-and-stocks 
analyses  you'll  find  in  every  issue  of  Financial  World. 

6.  MONEY-BACK  GUARANTEE:  That's  right!  Of  course  we  can't 
guarantee  you  profits  on  your  investments,  but  we  can  promise 
you'll  get  your  subscription  cost  returned  in  full  at  any  time 
during  the  first  30  days,  if  any  part  of  our  service  fails  to  satisfy 
you.  We're  convinced  you'll  find  a  subscription  to  Financial  World 
a  wise  investment,  indeed.  Try  one,  and  prove  these  six  good 
reasons  to  yourself — just  mail  the  coupon  today. 

ADDITIONAL  SAVINGS:  We'll  send  you  all  of  the  above  services— and 
include  at  no  additional  cost — the  annual  edition  of  our  352-page 
Stock  Factograph  Manual  (regular  price:  $5.00),  which  gives 
65,000  pertinent  facts  on  more  than  2,250  different  stocks — if  you 
wish  to  accept  a  6  months'  subscription  for  $13.50,  or  a  full  year's 
subscription  at  only  $24.  Check  the  appropriate  box  in  the  coupon 
below.  The  money-back  guarantee  covers  all  of  these  offers. 


A  unique  combination  of 
a  financial /investment  magazine 
with  added  investment  aids  developed  over 
66  years  of  successful  service  to  investors. 


FORECAST  FOR  1969 

Don't  miss  the  Special  January  15, 1969  "Annual  Re- 
view and  Forecast"  issue  of  FINANCIAL  WORLD 
featuring:  Investment  Programs  for  1969;  Which 
Growth  Stocks  Now?;  The  Technical  View;  Mutual 
Funds    plus    other   valuable    investment    features. 

This  Special  issue  will  be  included 
in  your  subscription  if  you  act  now. 


□  I  enclose  $5 — returnable  on  money-back  guarantee.  Send  me  12  weeks 
of  Financial  World  plus  special  reports,  3  monthly  supplements  of 
"Independent  Appraisals"  with  Advice-by-Mail  privileges  and  the  valuable 
BONUS    Book. 

□  I  enclose  $13.50 — returnable  on  money-back  guarantee.  Send  me  C 
months  (26  issues)  of  Financial  World,  and  all  of  the  above  benefits  and 
privileges   plus    the    Stock   Factograph    Manual. 

D  I  enclose  $21 — returnable  on  money-back  guarantee.  Send  me  a  full 
year  (52  issues)  of  Financial  World,  and  all  of  the  benefits  and  privileges 
including   the    Stock    Factograph    Manual. 


FINANCIAL  WORLD 

Dept.  FB-121 

17  Battery  Place,  New  York,  N.Y.  10004 


City. 


5(afe Zip. 

fhia  subscription  is  not  assignable. 
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ASSETS    OVER    $410    MILLION 


GIVE   YOUR 
SAVINGS... 


Double  Safety 

A  Accounts  insured  to  $15,000 
by  the  Federal  Savings  and 
Loan  Insurance  Corporation. 

Q  One  of  the  highest  reserve 
ratios  in  the  nation. 

Plus  highest  dividends  com- 
pounded daily  from  date  in 
—  to  date  out. 


5% 

per  annum 
current  rate 


V 


Equal  to  5.13%  per 
annum  when  principal 
and  dividends  remain 
one  year 

Bonus  Accounts  earn  an  added   /}  /q 
per  year  when  held  36  months 

One  of  America's  Largest 
, . .  and  Strongest 

EST.  1M7 

DELITY 

^e«k^  SAVINGS 

AND  LOAN  ASSOCIATION 

Box  1631-22  •  Glendale,  Calif.  91209 


^ 


fleam  tend 
dttails  on: 


□  Saving!  Account! 
G  Check-a-Monlh  Plan 


.NAME- 


.ADDRESS- 
ICITY 


STATE- 
PLEASE    PRINT 


-ZIP- 
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GEORGE  T.  ALTMAN 

A  unique  financial  prophet  of 
the  60's  creates  a  "quiet  revo- 
lution" with   his  new  book  .  .  . 


You've  read  his  articles  in  The  Nation  and 
Science  Magazine  ..  .you've  felt  his  impact 
on  the  market.  Now,  he  answers  the  most 
important  financial  question  of  our  times: 
"Can  a  free  economy  survive  peace?" 

This  is  George  Altman's  new  thought-pro- 
voking analysis  of  our  economy's  bo> 
bust  history,  its  government-spending  ori- 
entation. To  protect  your  investments... 
read  it,  think  about  it,  worry  about  it  and 
understand  it...  now.      $1.25  in  soft  cover 

At  your  neighborhood  bookstore  or  write: 

GREENLEAF  CLASSICS  INC. 

3511  Camino  Del  Rio  South 
San  DieRo,  Calif.  92120 


READERS  SAY 


(Continued   from    page    16) 
A  Place  in  the  Picture 

Sir:  In  your  Oct.  15  editorial  comment 
on    our    STOL    program    (p.    21),    there 
were  several  points  of  misunderstanding. 
We  are  demonstrating  a  concept  for  in- 
tercity   service,    not    for    service    within 
cities.  The  STOL  aircraft  will  use  their 
own  air  corridor  and  operate  from  their 
own    landing    strips,    relieving    air    and 
ground  congestion  between  major  cities. 
— Jonathan  Rinehart 
Staff  Vice  President, 
Public  Relations 
Eastern  Air  Lines  Inc. 
New  York,  N.Y. 

Sir:  Your  editorial  "STOL  Folderol"  is 
extremely  timely.  The  "folderol  of  STOL" 
has  been,  in  my  opinion,  in  the  oppor- 
tunists' grasp  of  the  PR  opportunities  in 
this  growing  transportation  crisis.  I  feel 
the  STOL  does  have  a  serious  place  in 
the  transportation  picture.  However,  to 
be  of  serious  importance,  "minimum 
field"  aircraft  must  have  vertical  lift  ca- 
pability in  order  to  get  close  enough  to 
minimize  the  time  of  the  ground  portion 
of  the  journey.  Only  Rotary  Wing 
V/STOL  aircraft  can  do  that.  We  are 
very  deeply  involved  in  the  development 
of  a  unique  business-executive  aircraft  to 
solve  that  portion  of  the  problem. 

— F.N.  Piasecki 

President, 

Piasecki  Aircraft  Corp. 

Philadelphia,  Pa. 

Fuzzy  Image 

Sir:  I  agree  that  the  traditional  con- 
duct of  the  professional  analyst  and  cor- 
porate management  is  as  appropriate  to- 
day as  it  has  been  at  any  time  in  the 
past  (Forbes,  Oct.  15,  p.  91).  One  dis- 
turbing element,  however,  is  the  fuzzy 
public  image  of  the  financial  analyst.  He 
is  either  misunderstood  or  not  known 
at  all.  Thus,  I  appreciate  your  comments, 
for  they  help  to  convey  to  the  public  the 
significant  role  the  financial  analyst  plays 
in  the  entire  investment  process. 

— George  S.  Rissell 

President, 

The  Financial  Analysts  Federation 

Roston,  Mass. 

A  Thales  Booster 

Sir:  "Keep  your  eyes  on  the  stars  but 
watch  out  for  holes"  is  good  advice 
(Forbes,  Oct.  1,  p.  9).  However,  gaz- 
ing at  the  stars  is  what  made  Thales 
wealthy  and  the  legend  that  "failure  to 
keep  his  eyes  on  the  ground  killed  him" 
was  no  doubt  fabricated  by  his  detractors 
of  that  day.  When  Greece  came  to  name 
its  Seven  Wise  Men,  it  placed  Thales 
first.  When  they  asked  him  countless 
questions  to  obtain  his  unmatched  gems 
of  wisdom,  "What  was  very  easy?"  is 
unforgotten  because  of  his  answer  which 
was  simply  "To  give  advice." 

— Thales  Kaster 
Chicago,  111. 


DIVIDEND 
NOTICE 


> 


PENNZOIL 


*OTOR  OH 


The  following  dividends  have 
been  declared: 

200  per  share  on  the  Common 
Stock  of  the  Company  payable 
December  15,  1968  to  stockhold- 
ers of  record  at  the  close  of  busi- 
ness on  November  29,  1968. 


< 


33V30  per  share  on  the  $1.33% 
Cumulative  Preference  Common 
Stock  of  the  Company  payable  on 
January  1,  1969  to  stockholders 
of  record  at  the  close  of  business 
on  November  29,  1968. 


39-7/120  per  share  on  the  $1.58y3 
Cumulative  Preference  Common 
Stock  of  the  Company  payable 
on  January  1,  1969  to  stockhold- 
ers of  record  at  the  close  of  busi- 
ness on  November  29,  1968. 
R.  B.  Berryman 
Secretary 
November  13,  1968 


PENNZOIL  UNITED 


900  Southwest  Tower 
Houston,  Texas  77002 
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CONVERTIBLES 

577  convertible  bonds  and 
327  convertible  preferred  stocks 

now  currently  trading  can  be  ignored  by  an  inves- 
tor only  to  his  own  detriment.  In  many  cases  an 
intelligently  selected  Convertible  can  sharply  limit 
risk  on  the  downside,  while  providing  just  as 
much  appreciation  as  the  common  on  the  upside, 
as  well  as  providing  a  much  higher  return  than 
the  common  stock,  and  costing  far  less  in  broker- 
age commission  to  buy. 

Read:  "Investing  &  Speculating  with 
CONVERTIBLES"  by  a  remarkably  well- 
qualified  author.  Sidney  Fried,  to  get  the 
whole  story  of  the  Convertible,  and  out- 
line a  method  by  which  you  can  profit 
from  the  904  Convertibles  currently  trad- 
ing. Costing  only  $3,  the  book  is  accom- 
panied by  a  thorough  statistical  description 
of  the  904  Convertibles,  plus  a  breakdown 
of  the  Convertibles  by  Industry  Group. 

If  you  do  not  agree  with  us,  after  read- 
ing the  book,  that  it  has  opened  a  whole 
new  world  of  opportunity  for  you  in  to- 
day's stock  market,  we  will  immediately 
return  your  $3,  upon  your  instructions  to 
do   so. 

To  receive  "Investing  &  Speculating 
with  CONVERTIBLES"  by  Sidney  Fried, 
send  $3  today  with  your  name  and  address, 
and  this  advertisement,  to  "Convertibles", 
Dept.  FC-34,  R.H.M.  Associates,  220  Fifth 
Avenue.  New  York,  New  York  10001. 


FREE  CATALOG  OF  EXOTIC  NUTS 
from  around  the  world 

Give  excitingly  different  holiday  gifts 
of  exotic  nuts.  Distinctly  and  beauti- 
fully packaged.  A  rare  gourmet  taste 
treat.  Satisfaction  guaranteed.  Send 
for  catalog. 

The  Peterson  Nut  Co. 
917  Carnegie  Avenue  •  Cleveland,  Ohio  44115 
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CONSECUTIVE 

QUARTERLY  DIVIDEND 


The  Board  of  Directors  on  November 
4,  1968  declared  a  quarterly  dividend 
of  37' 7  cents   per  share   payable  De-  i 

cember    2,    1968    to    stockholders    of         * 
record  November  15,   1968. 

HIRAM   S.   LIGGETT.   Jr.  jfflj 

Trfa-ur.r 


flMMMMMMMHMMMMMMMMMMHi 

DIVIDEND  NOTICE 

More  than  770,000  owners  of 
Standard  Oil  Company  (New 
Jersey)  will  share  in  the  earn- 
ings of  the  Company  by  a  divi- 
dend of  $1.05  per  share  declared 
October  31,  1968  and  payable 
December  10,  1968  to  sharehold- 
ers of  record  November  14,  1968. 

1968  is  the  86th  consecutive 
year  in  which  cash  dividends 
have  been  paid. 

Standard  Oil  Company 

(Neii:  Jersey ) 


^P  '■>:■:■  .•'..-: 


£sso. 


Ih-  I!. miiI  ill  Directors  nl  a  meeting 
In-Ill  todaj  declared  a  cash  dividend 
"f  1  ">  cents  pet  -ban-  mi  it-  out- 
standing Common  Stock,  payable 
Jjnuarv  1  I.  l%9,  i..  stockholder? 
,,f  record  December  2.5.  1968. 
-     II     \l\l  VMED 

/'m>.     <£     Trins. 


Novembei    II.    I<>r)8. 

COLUMBIA 

PICTURES 

CORPORATION 


AFFLUENTS 

Adults  who  are  home  owners 
with  household  incomes  of 
$15,000  &  over 


Forbes 

Fortune 
Business  Week 


38.0% 

37.6% 
27.2% 


Forbes  has  the  highest  con- 
centration of  these  better  paid 
home  owners  found  in  the 
1968  Simmons  Study  of  the 
audiences  of  57  publications. 


Forbes 
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THOUGHTS . . . 


ON  THE 
BUSINESS  OF  LIFE 


Prefer  loss  before  unjust  gain;  for 
that  brings  grief  but  once;  this  for- 

— Chilo. 


ever. 


No  man  ever  undertakes  an  art  or 
a  science  merely  to  acquire  knowledge 
of  it.  In  all  human  affairs  there  is  al- 
ways an  end  in  view— of  pleasure  or 
honor  or  advantage.  — Polybius. 


The  morals  of  men  are  more  gov- 
erned by  their  pursuits  than  by  their 
opinions.  A  type  of  virtue  is  first 
formed  by  circumstances,  and  men 
afterwards  make  it  the  model  upon 
which  their  theories  are  framed. 

— W.  E.  H.  Lecky. 


When  conscience  discovers  nothing 
wrong,  what  is  there  to  be  uneasy 
about,  what  is  there  to  fear? 

— Confucius. 


Honor   and   profit   lie   not   in   one 
sack.  — George  Herbert. 


Pictures  of  winter  scenery  are  nearly 
as  common  as  moonlights,  and  are 
usually  executed  by  the  same  order 
of  artists,  thr.t  is  to  say,  the  most  in- 
capable. — John  Ruskin. 


Success  is  better  when  it's  harder  to 
achieve.  — Aristotle. 


B.  C.  FORBES 

The  most  successful  business 
enterprises  today  are  the  ones 
that  strive  first,  last,  and  all  the 
time  to  give  their  customers  full 
value  for  their  money,  to  give 
satisfaction,  to  please  patrons. 
To  succeed  permanently,  a  firm 
or  corporation  must  ask  itself 
squarely:  "What  is  there  in  it  for 
those  who  deal  with  us?" 


A    thing    is    worth    whatever    the 
buyer  will  pay  for  it. 

— Publilius  Syrus. 


Desire  nothing  for  yourself  which 
you  do  not  desire  for  others. 

— Baruch  Spinoza. 


Conscience    is,    in    most    men,    an 

anticipation  of  the  opinion  of  others. 

— Henry  Taylor. 


Honor    is,    on    its    objective    side, 

other  people's   opinion  of  what   we 

are  worth;  on  its  subjective  side  it  is 

the  respect  we  pay  to  this  opinion. 

— Arthur  Schopenhauer. 


Our  own  heart,  and  not  other  men's 
opinion,  forms  our  true  honor. 

— Samuel  Taylor  Coleridge. 


A  clean  and  sensitive  conscience,  a 
steadfast  and  scrupulous  integrity  in 
small  things  as  well  as  great,  is  the 
most  valuable  of  all  possessions,  to  a 
nation  as  to  an  individual. 

— Henry  Van  Dyke. 


A  moral  being  is  one  who  is 
capable  of  reflecting  on  his  past 
actions  and  their  motives — of  approv- 
ing of  some  and  disapproving  of 
others.  — Charles  Darwin. 


Human  nature  is  so  constituted  that 
all  see  and  judge  better  in  the  affairs 
of  other  men  than  in  their  own. 

— Terence. 


How  we  live  is  so  far  removed 
from  how  we  ought  to  live,  that  he 
who  abandons  what  is  done  for  what 
ought  to  be  done,  will  rather  learn  to 
bring  about  his  own  ruin  than  his 
preservation. 

— Niccolo  Machiavelli. 


If   you    would   succeed,    you    must 
not  be  too  good. — Italian  Proverb. 


There  is  no  such  thing  as  "soft  sell" 
and  "hard  sell."  There  is  only  "smart 
sell"  and  "stupid  sell." 

— Charles  Brower. 


No    just    man    ever    became    rich 
suddenly.  — Menander. 


Most  of  us  succeed  by  pleasing  our 
customers,  not  by  outguessing  them. 
— William  Feather. 


Trust  that  man  in  nothing  who  has 
not  conscience  in  everything. 

— Laurence  Sterne. 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book 
at  $5.95.  Send  check  and  order  to: 
Forbes  Inc.,  60  Fifth  Avenue,  New 
York,  N.Y.  10011.  (Sales  tax:  New 
York  City,  add  5%;  rest  of  New 
York  State,  2%  to  5%  as  required.) 


A  Text . . . 


Sent  in  by  A.  Elizabeth  Ham- 
mond. Lancaster.  Pa.  What's 
your  favorite  text?  The 
Forbes  Scrapbook  of  Thoughts 
on  the  Business  of  Life  is 
presented  to  senders  of  texts 
used. 


But  let  judgment  run  down  as  waters, 

and  righteousness  as  a  mighty  stream. 

— Amos  5:24 
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Give  her  UOP  Fragrances  for  Christmas. 

UOP? 


The  brand  you  buy  her  is  famous,  whether  it  be 

exotic  perfume,  hair  spray,  shampoo  or  the  like. 

the   fragrances   that   give   those   famous 

scent-appeal  may  have  come  from  UOP 

Here  skilled   perfumers   and  creative 

vork  to  make  products  more  appealing 

ople  more  appealing  to  each  other. 

major  behind-the-scenes  factor  in 

zes.  And  in  seasoning  foods,  de- 

ind  truck  seats,  inventing  petro- 


leum processes,  building  refineries,  solving  air 
and  water  pollution  problems  and  others. 

They're  all  UOP,  a  company  now  reaching  a 
half-billion  dollars  in  sales.  Yet  everything  we  make 
helps  someone  else's  products  look  better,  work 
better,  smell  better,  taste  better .  .  .  and  sell  better. 

For  more  information  about  UOP  itself .  .  .  or  for 
ideas  to  help  your  product  smell  better .  .  .  write 
Universal  Oil  Products  Company,  30  Algonquin 
Road,  Des  Plaines,  Illinois  60016. 


better  ideas  from 


1 


l.istics  .  Air  &  Water  Management  .  Petroleum  Processes  •  Transportation  Equipment  .  Metals  &  Alloys  •  Plant  Construction 


(Put  your  phone  number  on  every  piece  of  paper.) 


Every  year,  more  and  more  business  is  conducted 
by  Long  Distance.  Don't  make  your  customers  call 
"Information"  to  get  your  number.  Put  it  (area  code 
included)  everywhere  you  can.  On  letterheads,  bro- 
chures, purchase  orders,  and  in  your  advertising.  That 
way  when  they  want  you,  they  can  get  you.  Fast.  A 
phone  is  just  a  phone  until  you  learn  how  to  use  it. 


American  business  spends  26  billion  dollars  a  year  to  appease  the  gods. 


A  small  sacrifice  to  the  gods  is  one  thing.  But  $26  billion 
is  a  lot  of  money. 

And  if  that's  all  American  Business  is  doing  with  their 
insurance  money— just  making  a  sacrifice  to  some  un- 
known, unpredictable  god— it's  a  terrible  waste. 
Insurance  money  can  be  more  profitably  used  when  it's 
integrated  into  your  whole  financial  system.  Unfortu- 
nately in  most  American  Businesses  it  isn't.  Simply        J& 
because  they  don't  know  how.  ,_,. 


And  that's  where  we  come  in.  We  do. 

CNA  has  developed  a  group  of  insurance  systems  that  fit 
into  your  financial  system,  and  work  as  effectively  as  raw 
materials  and  labor. 

For  example:  We  have  a  system  called  IRIS.  It's  an  analyti- 
cal service,  based  on  your  company's  needs,  that  tells  you 
where  insurance  money  is  and  isn't  working.  And  how 
you  can  make  profitable  changes.  IRIS  can  lower  your 
whole  cost  of  doing  business  and  raise  your  chances 
for  getting  rich. 

We  also  have  a  system  that  can  keep  you  from  paying 

double  salaries.  It's  our  Salary  Continuance  Plan.  If  one 

of  your  employees  is  disabled  and  can't  work,  we 

..,,        help  pay  his  salary.  You  pay  his  replacement.  It's 

a  way  to  make  sure  corporate  earnings  are  used 

more  profitably. 

And  we  have  a  system  that  can  save  a  small 

fortune  in  insurance  money  your  executives  are 

charging  to  their  expense  accounts.  It's  called 

Group  Travel  Accident.  And  it  could  save  the 

small  fortune  that  would  make  a  big  one. 

:  Those  are  three  of  our  systems.  We  have 
lots.  All  of  them  designed  to  make  some- 
thing of  that  $26  billion  besides  superstition. 

Meanwhile  if  the  gods  strike,  you  still  have  the 
money  to  pay  them  with.  It's  just  made  you  a  lit- 
tle profit  in  the  meantime.  Contact  your  agent  or 
write  to  us. 

a  *mC/\/A/insurance  service 

DEPT  18WZ  •  310  S.MICHIGAN  AVE  •  CHICAGO.  ILL.  60604 

CONTINENTAL  CASUALTY  CO.  •  CONTINENTAL  ASSURANCE 

,  .*.  CO.'AMERICANCASUALTYCO.NATIONALFIREINSURANCE 

%  CO.  OF  HARTFORD  •  TRANSCONTINENTAL  INSURANCE  CO. 

TRANSPORTATION   INSURANCE  CO.    •   VALLEY  FORGE 

INSURANCE  CO.    •    VALLEY  FORGE  LIFE   INSURANCE   CO. 

'-•QNHFINRNCIRL  CORPORATION 
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The  Great 
Unknown. 

Keene  balances  a  steady  stream  of  advances  in  water 
pollution  against  a  hi-fi  set  that  no  one  really  listens  to. 


While  our  pollution  people  aim  to 

give  fish  a  new  lease  on  life,  we'll  do 

our  best  to  hook  a  little  fame. 


Here  comes  another  Chapter  of  the  Keene  Saga,  if  you 
know  what  we  mean.  —--^ 

One  of  our  latest  gems  is  a  device  that  monitors 

solids  levels  in  liquids.  It  works  24  hours  a  day," 

controlling  pumps,  flow,  everything.  And  initial    s  ? 

usage  by  the  sanitation  people  in  Chicago 

indicate  it's  a  real  breakthrough. 

Problem  is,  how  will  Keene  ever  get 
any  kind  of  fame  with  its  best  products  buried 
under  a  few  feet  of  questionable  water? 

Example  No.  2.  Another  Keene  division  makes  a  transistorized 
hi-fi  rig  that's  designed  purely  to  give  offices  a  nice  background 
murmur.  So  you  can  enter  a  doctor's  office  and  not  be  hit 

by  a  deadly  quiet.  Our  acoustics  people  tell  us  there's  enormous 
room  for  growth  in  this  field. 

But  it's  still  a  set  you  can't  play  The  Blue  Rutabaga  Quintet 
on.  No  one  will  say,  "Listen  to  how  great  that  Keene  thing  is." 
The  Unknown  Syndrome  raises  its  ugly  head  once  again. 

Please,  send  for  our  new  brochure 
that  tells  you  all  we  make  and  all 
about  it.  While  the  eyes  and  ears  of 
the  rest  of  the  world  may  not  be  upon  us,       corporation 
at  least  we  can  hope  that  yours  will  be.       299  park  Avenue,  New  von.,  n.y.  10017 


Did  you  hear  the  one 
about  Keene  and  what 
it's  doing  in  the  doctors 
offices?  No  one  else 
did  either. 


KEENE 


We've  just  begun  to  grow. 
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Side  Lines 


The  Money  Men 

With  the  Nov.  1  issue,  the  editors  of  Forbes  introduced  a  new  fea- 
ture, "The  Money  Men."  Although  the  column  was  six  months  in  the 
planning,  we  started  it  without  a  blare  of  trumpets  because,  in  a  sense, 
it  wasn't  anything  radically  new.  It  was  simply  an  extension  of  what 
Forbes  has  been  doing  for  51  years — talking  about  business  in  terms 
of  the  men  who  run  it  and  the  men  who  change  it. 

The  Money  Men  manage  and  advise  the  growing  pools  of  institu- 
tional capital:  mutual  funds,  pension  funds,  managed  investment  ac- 
counts. They  swing  perhaps  as  much  as  $250  billion  in  investable 
funds,  and  we  say  "swing"  deliberately.  Gone  is  the  day  when  they 
could  simply  buy  the  Dow-Jones  industrials  and  spend  the  afternoon 
on  the  golf  course.  They  move  in  and  out  of  stocks  in  a  way  a  previous 
generation  would  have  considered  scandalous.  They  buy  stocks  an 
earlier  generation  wouldn't  touch.  They  "perform" — or  else.  Thus,  in- 
creasingly these  men  determine  which  way  the  stock  market  is  going 


The  Money  Men 


Is  Even 
U.S.  Steel 


those  names  don't  ring  a  bell,  this 
further  information  will:  Singleton 
founded  and  heads  Teledyne,  Inc. 
pushing 


and  the  fate  of  major  U.S.  corporations.  Let  the  Money  Men  frown 
and  Xerox  decides  not  to  merge  with  C.I.T.  Financial.  Let  the  Money 
Men  smile  and  the  stock  of  some  company  climbs  to  the  point  where 
it  can  take  over  other  companies  whose  stocks  are  not  rising. 

Of  course  we've  always  covered  the  Money  Men.  We've  done  so 
for  more  than  15  years  in  our  mutual  fund  column,  the  first  in  any  gen- 
eral magazine.  And  in  our  periodic  reports  on  what's  going  on  in 
Wall  Street.  And  in  our  "Faces  Behind  the  Figures"  pieces.  So  why  the 
new  feature?  Simply  because  the  Money  Men  are  getting  more  impor- 
tant, more  sophisticated.  It's  become  increasingly  important  for  busi- 
nessmen to  know  who  the  Money  Men  are  and  what  they  think.  To  do 
justice  to  the  subject,  we  needed  regular  coverage,  more  space,  a 
special  format.  Last  spring  we  began  planning  and  experimenting 
with  the  column. 

Our  first  Money  Man  was  Arthur  Rock.  He  invests  in  men,  not  in 
stocks  or  in  statistics.  The  second  was  Philip  Fisher,  a  fundamentalist 
of  fundamentalists  who  buys  stocks  and  holds  them  for  30  years  and 
more;  he  is  eagerly  sought  after  by  young  companies  on  the  make 
who  would  dearly  love  to  have  his  vote  of  confidence. 

The  third  column  was  about  William  O'Neil,  who  isn't  as  interested 
in  fundamentals  and  in  people  as  he  is  in  computers.  He  has  spent 
millions  of  dollars  to  develop  computer  programs  he  hopes  will  enable 
him  to  beat  the  market. 

In  this  issue  (p.  66)  we  talk  with  John  Magee,  the  great  chartist, 
current  guardian  of  an  ancient  tradition,  respected  scholar  of  the 
market.  In  future  issues  we'll  expose  our  readers  to  other  Money  Men 
and  other  points  of  view  on  money  management.  The  column  is  and 
will  continue  to  be  interpretive;  not  simply  about  what  the  Money 
Men  think  but  also  what  we  think  about  the  Money  Men. 

Most  writing  about  money  management  fails  to  show  how  impor- 
tant individual  style  is,  fails  to  strip  away  the  jargon  and  the  mystery, 
fails  to  talk  about  investment  success  and  failure  in  terms  of  the  ideas 
and  experience  of  the  different  Money  Men. 

In  short,  we  saw  an  information  gap  and  moved  to  fill  it.  That's 
what  we've  always  tried  to  do.  It  helps  account  for  Forbes  being  the 
fastest-growing  business  magazine  in  the  U.S.  ■ 


Trends 

&  Tangents 


WASHINGTON 


Blowing  the  Whistle 

VVlicn  Hank  ol  America  decided 
to  follow  other  major  U.S.  hanks 
(like  New  York's  First  National 
City  and  Chemical  hanks  and  Los 
Angeles'  Union  Bank)  in  setting  up 
a  one-bank  holding  company,  the 
shock  waves  reached  all  the  way 
to  Washington.  There  legislation 
is  already  being  drafted  to  bring 
present  and  future  big,  one-bank 
holding  companies  under  the  same 
regulation  as  multiunit  bank  hold- 
ing companies.  One  sponsor  of 
such  a  law  is  the  Federal  Reserve 
Hoard,  where  Governor  J.  L.  Rob- 
ertson questions  "whether  it  is  in 
the  interest  of  the  people  to  have 
hanks  which  in  time  of  tight  money 
[such  as  now]  will  funnel  funds 
into  their  own  related  business  in- 
terests instead  of  into  the  general 
use  of  the  public." 

No  Fiat? 

In  January,  according  totradition, 
Securities  &  Exchange  Commission 
Chairman  Manuel  F.  (Manny)  Co- 
hen must  tender  his  resignation  as 
chairman.  The  word  has  it  that  he 
won't  want  to  hang  around  as  "just 
another  commissioner."  This  would 
leave  an  opening  that  the  Nixon  Ad- 
ministration would  love  to  jump 
into.  The  man  who  at  the  moment 
heads  the  Republicans'  list  to  re- 
place Cohen  is  Robert  H.  Volk, 
hand-picked  from  President-elect 
Nixon's  former  Los  Angeles  law  firm 
to  head  California's  Corporation 
Commission.  There  he  sponsored 
the  slate's  first  major  new  securities 
law  in  51  years.  Volk  claims  he  is 
against  allowing  an  administrator 
"to  bring  change  by  administrative 
ich  sounds  good  to  some 
ties  dealers  who  claim 
the  [annj    Cohen's  name 

stand 


took  at  the  Charts 

S. .m,  tin,  ei  looked 

in   the  hassle  , (for- 

mation in   the  phur 

case— the  charts  ,,ck- 

price    patterns    loi 

almost    identical   to 

poit    Sulphur  and   Pan        i<  rican 


Sulphur.  Chartists  are  wondering 
why  all  three  have  similar  trends 
when  Texas  Gulf's  stock  was  sup- 
posed to  be  reacting  to  the  com- 
pany's copper  find  in  Timmins, 
Ont.  The  best  bet  is  that  the  sul- 
phur industry  was  due  for  a  rise  on 
its  own  merits.  Also  chartists  wonder 
why  TGS  lawyers  didn't  pull  out 
the  charts  during  the  trials. 

Today,  Greenwich   Village 

Great  trends  in  selling  always 
breed  countertrends.  Supermar- 
kets, for  example,  encouraged  ban- 
tam or  convenience-food  stores. 
The  newest  countertrend  is  in  re- 
sponse to  suburban  shopping  cen- 
ters. Stanley  C.  Hollander,  profes- 
sor of  marketing  at  Michigan  State 
University,  calls  it  "Greenwich  Vil- 
lage," for  the  area  around  New 
York  City's  Washington  Square. 
Aside  from  its  hippies,  the  Village 
is  known  for  the  variety  and  im- 
agination of  its  shops.  "Green- 
wich Village  shopping  streets," 
says  Dr.  Hollander,  "are  usually  in 
renovated  old  buildings  in  down- 
town areas — such  as  Old  Town  in 
Chicago,  Larimer  Square  in  Den- 
ver, Market  Square  in  Houston.  The 
small  shops  usually  sell  luxury  or 
antique  items,  and  usually  there 
are  some  restaurants.  Where  peo- 
ple go  to  suburban  shopping  cen- 
ters to  buy  and  leave,  they  go  to 
Greenwich  Village  shops  to  have 
fun  and  to  buy." 

Competition  for  Capital 

In  the  year  ahead,  competition, 
more  than  ever  before,  is  going  to 
be  based  on  the  availability  of 
money,  says  Dr.  Pierre  A.  Rinfret, 
president  of  Rinfret-Boston  Asso- 
ciates and  one  of  President-elect 
Nixon's  financial  advisers  during 
the  campaign.  "Corporations  more 
and  more,"  says  Dr.  Rinfret,  "are 
competing,  not  on  a  product  basis, 
but  rather  on  a  financial  basis. 
Corporations  want  money.  They 
need  money.  They  want  financial 
borrowing  ability  and  availability 
of  funds  for  competitive  purposes." 
In  a  speech  to  the  apparel  indus- 
try, Rinfret  added:  "Money  is  a 
competitive  capability.  If  you  don't 
believe  me,  go  look  around  at  why 
people  arc  acquiring  some  kind  of 
big  fat  pools  of  cash  that  they  can 
use  for  competitive  purposes." 

The  Good  with  the  Bad 

The  railroads  in  their  heyday 
used  their  leverage  to  develop  fac- 
tory sites,  resort  hotels  and  hous- 
ing along  their  rights-of-way.  Now 
a    specially     commissioned    report 


has  recommended  that  quasi-fed- 
eral metropolitan  area  transit  au- 
thorities try  the  same  thing.  They 
would  be  responsible  for  helping 
local  mass-transit  systems,  and  the 
report  urges  that  they  acquire  land 
in  addition  to  what  is  needed  for 
actual*  transit.  That  way  the  au- 
thorities would  get  some  real-estate 
money  back  as  they  push  the 
Spokes  of  rapid  transit  systems  out 
into   the  suburbs. 

Reserve  Acquisition 

Up  until  now  the  trend  has 
been  for  originators  and  distribu- 
tors of  television  programs  to  buy 
distribution  systems,  such  as  man- 
ufacturers of  community  antenna 
television  (CATV)  cable  and  elec- 
tronic equipment.  One  manufac- 
turer, however,  has  reversed  the 
idea.  Vikoa,  Inc.,  which  also  owns 
and  operates  five  CATV  systems, 
has  bought  Krantz  Films,  Inc.,  a 
producer  and  distributor  of  TV 
shows  (sports  and  women's  in- 
terest) and  animated  cartoons. 
Theodore  Baum,  Vikoa  president, 
says  the  acquisition  is  the  begin- 
ning of  an  effort  to  develop  new 
syndicated  programming  for  CATV 
systems  and  TV  stations. 

(Continued  on  page  80) 
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CHANGE  OF  ADDRESS 

If  you  plan  to  move,  let  us  know 
a  month  before  so  we  can  change 
your  address  and  keep  FORBES 
coming  to  you.  Attach  a  recent 
mailing  label  and  fill  out  your  new 
address  in  the  space  provided 
below. 


ATTACH  PRESENT 

MAILING  LABEL 

HERE 


New  Address: 


Name 


Address 


City 


State 


Zip 


Mail  to: 

Subscription  Service  Manager 

FORBES 

60  Fifth  Avenue 

New  York,  New  York  10011 


l_. 


FORBES,  DECEMBER  15,  1968 


VISUAL 
COMMUNICATIONS 


A  machine  that 
gets  over  a  million 
letters  a  week. 

The  new  postal  address  j 
readerfromPhilco-Ford.lt  j 
offers  accurate  mail  pro-  1 
cessing  at  over  100  times  | 
the  speed  previously  attain-  I 
able  by  hand.  Today,  the  1 
reader  is  being  field-tested 
by  the  Post  Office  in  eight 
major  cities. 

Ford  Motor  Company    | 
does  more  than  make  cars.  jj 
We  have  better  ideas   in    j 
countless  areas  of  high 
growth  and  profit  potential.  I 
Ford  is  where  what's  hap-    j 
pening  .  .  .  happens.  For 
additional    information    1 
write  Room  735,  Ford  Motor   j 
Company,  American  Road,  Jj 
Dearborn,  Michigan  48121.  j 


INDUSTRIAL 
(RATINGS 


Our  staggered-door  car  gets  loaded 
very  easily. 


We  designed  it  that  way.  With  staggered  doors, 
sliding  bulkheads, and  side  fillers. 
This  means  the  entire  car  —  including  the  doorway  area  — 
can  be  lift-truck  loaded.  With  every  pallet  load  snug  and  secure. 
Result:  reduced  handling  costs,  far  less  chance  of  damage.  One  more 
thing.  Practically  all  the  storage  space  is  used  to  store.  So  you  get 
more  in  and  qualify  for  the  best  possible  rates. 

Our  staggered  doors  are  just  great  for  Old  Foamy.  Or  any  other 
product  that  can  be  palletized.  Call  our  local  salesman  or  write: 
Vice  President,  Merchandise  Freight  Group,  One  Charles  Center, 
Baltimore,  Maryland  21201. 


THE  C&O/B&O  railroads 


Cleveland  44101    •    Baltimore  21201 


Varo:  Part  of  the  home  appliance  picture. 


Have    you   looked   in   the 

kitchen  lately? 

You'll  find  electric  skillets, 

n    openers,   electric 

kniv  pepper  mills,  elec- 

you-name-it. 

For  the  most  part,  'ho  new  electrical  gadgets 

really  come  in  h:indy.    lake  a  blender,  for 

ince. 

You  can  prepare  an  entire  dinner  with  a 

blendet  aloi      (  ocktails  before  dinner.  Amain 

course  at  loaf -even  a  souffle 

—salad  g,   soup,   and   ice 

cream 

What   ma  .,,  versatile?  The 

variable  ,,  |cl  vou 


match  blending  speed  and 
recipe  instructions  exactly. 
Varo   also    makes    speed 
controls   for  home   floor  and 
personal  care  products  like  vac- 
uum   cleaners,   floor   polishers,   and 
hairdriers. 

Our  ability  to  turn  ideas  into  product  fea- 
tures that  serve  huge  industries  like  home 
appliances  is  only  one  of  many  reasons  behind 
our  sustained  growth. 

For  a  detailed  picture  of  where  the  company 
has  gone  and  what  it  has  done  since  its  incep- 
tion in  1946,  write  for  our  annual  report. 
Address  your  request  to  Public  Relations, 
Department  F-6. 


© 


VARO 


READERS  SAY 


Varo,  Inc.  Executive  Office  l  v  I  rust  Bldg  .  P.O.  Box  411,  Garland,  Texas  75040 
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Are  Unions  Reactionary? 

Sir:  Mr.  Servan-Schreiber  (Forbes. 
Nov.  15)  seems  like  a  shrewd  observer, 
but  I  wonder  where  he  got  the  idea 
that  union  power  is  necessarily  more 
progressive,  intelligent,  more  honest  or 
more  generous  than  other  kinds?  Work- 
ers tend  to  be  conservative  when  it  conies 
.to  changes  in  their  job  or  ways  of  do- 
ing things.  Aren't  U.S.  companies  ex- 
porting manufacturing  knowhow  to  Eu- 
rope and  other  places  because  powerful 
unions  have  priced  many  out  of  world 
markets?  It  is  interesting  to  note  that 
some  who  are  conscious  of  the  economic 
distortions  caused  by  government  price 
fixing  and  rent  control  are  oblivious  of 
the  distortions  caused  by  union  wage 
fixing. 

— Les.  Bruhnke 
Milwaukee,  Wise. 

Steel  &  Research 

Sir:  That  is  a  very  interesting  article 
on  Research  and  Development  in  your 
issue  of  Nov.  15.  Unfortunately,  you 
kiss  off  the  steel  industry  in  three  para- 
graphs— which,  in  the  case  of  highly 
technologically  oriented  companies  like 
Allegheny  Ludlum,  is  patently  unfair. 
While  it  is  true  that  Bethlehem  Steel's 
Homer  Laboratory  is  a  relative  new- 
comer, others  in  steel,  particularly  in 
specialty  steels,  have  operated  research 
centers  of  high  calibre  for  many  years. 
If  that  were  not  true  in  the  case  of 
Allegheny  Ludlum,  the  company  prob- 
ably would  not  exist  today — for  its  spe- 
cialty steels  are  direct  results  of  research. 
Other  companies  in  steel  also  have  oper- 
ated research  laboratories  for  a  long, 
long  time.  Notably  U.S.  Steel  with  its 
great  laboratories  in  the  Pittsburgh  area; 
J&L  with  the  Graham  Lab;  Armco,  Re- 
public and  others.  In  addition,  steel  com- 
panies have  supported  research  activity 
in  private  institutions  like  Battelle  and 
Mellon,  and  in  large  universities  through- 
out the  nation. 

— John  D.  Paulus 

Director  of  Public  Relations, 

Allegheny  Ludlum  Steel  Corp. 

Pittsburgh,  Pa. 

Sir:  I  particularly  noted  the  comments 
on  the  steel  industry.  While  you  men- 
tioned Bethlehem's  "handsome"  hill-top 
laboratory  housing  800  people,  you  failed 
to  mention  that  U.S.  Steel  has  about 
1.700  people  in  research,  about  two- 
thirds  of  whom  commute  to  a  hill-top 
laboratory  in  Monroeville.  Pa. 

— John  Francis  McDermott  IV 
Monroeville,  Pa. 

Sir:  My  life  was  spent  in  industrial 
research  laboratories,  including  the  two 
considered  the  best.  With  one  exception, 
none  were  well  managed  at  that  time. 
The  exception  was  the  G.E.  Research 
Laboratorv  in  Schenectady  under  Dr. 
W.  R.  Whitney. 

— William  J.  Hitchcock 
Orleans,  Mass. 
(Continued  on  page  80) 
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When  a 

company's  growing 
in  every  phase 
of  the  oil  business, 
it  must 

mean  something. 
Here's  what 
it  means  at 
Marathon  Oil 


MARATHON  OIL  COMPANY 


It  means  that  our  planning  —  and 
our  venturing  —  are  helping  us 
to  move  ahead  in  good  balance. 
Oil  is  a  complex  business.  The 
more  you  produce,  the  more  re- 
fineries and  pipelines  you  need. 
Our  North  American  production 
is  at  an  all-time  high,  sparked  by 
major  discoveries  in  Alaska.  But 
we've  also  got  a  major  expansion 
program  going  at  our  three  U.S. 
refineries.  Pipeline  efficiency  is 
being  upgraded  constantly.  And 
hundreds  of  retail  outlets  are 
being  built  or  remodeled  in  our 
Great  Lakes  marketing  area 
every  year.  We  call  it  moving 
ahead  on  all  fronts.  The  right 
way  for  a  company  to  grow. 
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Keystone 

is  big  in  education  with  its  own  3  R's 


Roofs, 

Rulers, 

Ring  Binders 


A  good  12%  of  Keystone  sales  come 
from  the  $42  billion  education  mar- 
ket. We  serve  it  well  with  a  broad 
range  of  building  products,  school 
supplies  and  equipment. 

Keydeck  subpurlins  (roof  supports) 
and  reinforcement,  for  example,  help 
create  new  clear-span  assembly  halls. 
Masonry  walls  are  more  durable, 
more  decorative  because  of  Key  wall's 
famed  "Inner  Strength".  And  with- 
in the  schools,  themselves,  you'll  find 
more  evidence  of  Keystone  product 
diversity  in  furniture  parts,  ring 
binders,  and  springs  for  ballpoint 
pens.  (We  even  make  the  guards  in 
football  helmets.) 


The  new  high  school  at  Ralston,  Nebrask 
is  distinguished  by  its  unique  domed 
buildings  with  clear-span  areas  inside. 
Keystone  subpurlins  and  reinforcement  t 
this  fire-resistant  roof  system  possible. 


All  this  and  more  from  25  Ke 
plants  in  14  states.  A  fast-g. 
manufacturing  complex  sell 
fast-growing  markets.  Like 
tion. 

For  more  about  what  Keys 
up  to,  ask  for  our  annual 
Write  Keystone  Consolidal 
dustries,  Inc.,  Peoria,  Illinois 


You'll  find  Keystone  special  steels 
in  rulers,  in  ring  binders,  even  in 
springs  for  ballpoint  pens.  You 
name  the  application,  Keystone 
research,  metallurgy,  production 
and  fabrication  specialists  can  tailor 
the  best  steel  for  the  job. 


Keystone  Consolidated  Industries,  Inc. 


|^|  I  NATIONAL  LOCK 


CHICAGO 

Steel  &  Wire 


BRODERICK   «.    BASCOM   ROPE   CO. 


WIRE  STEELGWIRE 


'With  all  thy  getting  get  understanding' 


Fact  and  Comment 


CHARLIE  REALLY  WAS  GRAND 


For  lo  these  past  many  years  I  haven't  had  a  kind  word 
to  say  nor  a  kind  thought  to  think  about  Le  Grand  Charles. 
By  no  concept  of  America's  national  interest  or  any  con- 
cept of  international  interest  did  he  deserve  either. 

But  this  time,  ungrudgingly,  I  hand  him  the  Forbes 
Palm — which  I'm  sure  will  make  his  day. 

I  was  in  Bonn  some  four  weeks  ago  during  those  frenetic 
ministerial  conferences.  Having  listened  to  them  and  to 
fellow  all-knowing  journalists,  and  having  had  ear  and 
elbow  bent  for  nearly  48  sleepless  hours,  I  jetted  away 
along  with  all  the  other  financial  wizards  sure  that  the 
crisis  had  been  solved,  that  the  franc  was  to  be  devalued 
by    102. 

So  sure  I,  this  hand  writ  a  cable  to  New  York  for  this 
editorial  entitled,  "Pathetic"  and  it  went  as  follows: 

"The  fable  says  it's  disillusioning  to  see  the  king  suitless. 
The  saddest  sight  I've  seen  was  the  printed  vVail  of 
Charles  de  Gaulle  when  informed  that  the  inexorability 
of  economics  demanded  devaluation  of  the  franc,  de- 
manded that  the  May  Follies  must  now  be  paid  for.  De 
Gaulle  was  reported  to  have  retorted: 

.  Monsieur,  in  recommending  devaluing  the  franc 


you  are  thinking  only  of  economic  consequences. 
I  must  think  of  political  and  social  consequences.'  " 

Wrote  your  Forbes  Seeing  Eye:  "The  poor  man  has 
met  his  match.  As  must  all  other  mortals,  he  too  is  learn- 
ing the  piper  must  be  paid." 

And  then  de  Gaulle  did  it  again. 

In  defiance  of  'most  every  recommendation  and  con- 
clusion and  prognostication  of  inevitability,  he  once  again 
one-upped  the  nay-sayers  and  decided  his  new  franc  was 
a  bastion  no  speculating  bastards  were  going  to  batter 
without  battle. 

Sure,  he  and  France  are  going  to  pay  the  piper.  It's  a 
bitter  pill  for  him  to  cut  the  frappe  from  his  atomic  tour 
de  force,  and  the  Concorde,  too,  gets  cut  along  with  many 
things  dear  to  de  Gaulle. 

But  he  is  going  to  defend  the  franc. 

And,  you  know,  the  rest  of  the  Free  World  will  be 
better  off  because  of  it. 

If  I  were  one  of  those  many  Frenchmen  manipulating 
their  own  currency,  I'd  be  scurrying  about  for  a  hole  to 
hide  in  because  their  hides  are  high  on  the  de  Gaullean 
four-letter  word  list. 


CIVILIZED   STRIKING 


Also,  just  prior  to  the  Monetary  Summit  in  Deutschland, 
I  spent  a  day  traveling  and  seeing  business  people  the 
day  Italy  was  having  its  general  strike. 

At  gas  stations,  though  closed,  gas  was  pumped  gra- 
ciously if  your  plea  was  reasonable;  striking  waiters  and 
striking  cooks  struck  up  an  omelette  if  you  explained  you 
were  hungry  and  had  no  home  to  go  to;  at  Modena 
mechanics  serviced  the  car  when  the  boss  explained  the 
visitor  had  more  miles  to  travel;  and  the  closed  bank 
opened  to  reveal  tellers  willing  to  tell  how  many  lire  they 
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would  give  you  for  traveler's  checks  when  you  explained 
there  was  supper  and  bed  to  be  bought. 

Sure  the  strike  was  general,  but  not  fanatical,  militant, 
totally  irrational  or  unreasonable. 

In  fact,  the  greatest  inconvenience,  to  a  traveler  at 
least,  was  a  halt  when  coming  off  the  toll  road  at  an  un- 
manned toll  booth  and  looking  around  for  some- 
one to  take  the  money  due.  Within  a  couple  of  minutes 
a  cheerful  policeman  cycled  up  and  waved  us  on,  saying: 
Non  pagate  oggi;  lo  sciopero,  sapete. 
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GREAT  STORE 


People  visiting  principal  cities  usually  hit  the  high 
spots  as  time  permits — from  Empire  State  Buildings  to 
zoos,  monuments  to  museums,  shows  to  cabarets,  and,  of 
course,  famed  department  stores. 

The  greatest  treats,  however,  are  oft  overlooked.  In 
New  York  City,  for  instance,  no  one  can  say  he  knows 
New  York  or  is  familiar  with  its  finest  places  if  he  has  not 
visited  Scribner's  Bookstore  at  597  Fiftli  Avenue.  To  set 


foot  in  the  door  is  to  sense  what  people  mean  when  they 
refer  to  the  wofld  of  books.  You  see  it,  breathe  it,  sense 
it  immediately.  The  sales  people  know  their  books — 
where  the  thousands  of  different  ones  are  and  what's  in 
many  of  them.  One  looks  up  at  the  great  high  space  and 
wouldn't  be  at  all  surprised  to  see  a  Dickens  or  a  Dante 
or  a  Dumas  leaning  against  the  iron  rail  that  runs  round 
the  three-sided  balcony.  There  are  people,  but  no  bustle. 
The  cash  registers  are  busy  but  not  noisy.  The  lights 
provide  just  that,  without  glare  grabbing  at  one's  eyeballs. 

The  store  reflects  the  respect  that  the  123-year  old  firm 
has  for  books  as  books  and  authors  as  authors.  On  an 
avenue  world-famed  for  the  lavishness  and  smartness  of 
its  great  stores,  none  so  completely  reflects  the  traditions 
and  character  of  its  owners  as  this  one. 

The  next  time  you  are  in  New  York  City  don't  fail  to 
visit  Scribner's. 

And,  of  course,  buy  a  book  or  two  or  three.  Christmas 
is  coming  and  the  gift  of  a  book  is  flattering.  It  implies 
that  both  you  and  the  recipient  know  what  to  do  with  one. 


SELLING 


For  most  of  us  in  business,  customers  are  still  of  some 
importance. 

Attracting  them  is  a  business  in  itself,  of  which  adver- 
tising is  a  major  segment.  Last  year  $18  billion  was 
spent  in  the  pursuit  of  customers. 

These  two  recent  advertisements  struck  me  as  outstand- 
ing. That  one  of  the  "Titanic,"  few  could  pass  by.  The 
illustration  makes  the  point  in  dramatic  fashion. 


The  air-freight  message  is  also  on  target.  In  this  day 
of  instantaneous  communications,  things  are  in  one  day 
and  out  the  next.  Having  them  where  and  when  wanted 
before  demand  has  gone  the  way  of  wind  and  whim  is 
one  important  aspect  of  profitable  merchandising  and 
manufacturing.  Air  freight  is  a  useful  part  of  accomplish- 
ing that  objective,  and  this  Eastern  Air  Lines  advertise- 
ment makes  its  point  simply  and  effectively. 


By  the  time  they're  in, 
they're  out. 


Fodi  ipreod  oround  the  country  theie  doyi 
(odor  ihon  meoilei  In  grade  tchoo'  fodi 
omong  oil  090  group). 

Rely  on  lurloce  irorupo  riot  ion,  ond  you 


t   »Our 


i  ih«  d*- 


oboui  the  III 


The  Atlantic  Companies 


mond  (o>  the  Ic 

you  gal  il  In  llOcl 

Eottorn  Air  freight  con  leep  0  do'lor  III  0 
Ihot  from  poumg  you  by  We  con 'I  deliver 
lodoy'i  fad  lodoy  6ui  we  uivally  con 
tomorrow, 

For  e>ompiv,  O  New  Jeney  plant  mod  at 
II.  We'll  tend  0  trucL  Put  it  oboord  one  of 
Our  freighter)  ony  weeVdoy  night  And  hove 
on  tole  in  ilorei  onywhere  from 
Chorione  10  M<omi  to  Son  Antonio 
Je  Ihe  bloom  l|  itill  on  the  boom 
e've  got  more  |et  freighter!  con- 
ling  New  Yorl  ond  Southern  mar- 
Wi'hononyOirlme  And  in  more  ond 
of  thete  morleli,  focJlitiet  tuch  ot  our 
noted  lermirtol  m  AHanro  Where  Freight 
be  off  o  plone  ond  on  o  truck  to  0  More 
o  lime  ot  oil   (earn  oil  about  Eoilern't 
10  mole  shipping  by  Oil  ■ 
eo>y  money   Coll  656  7020  In  New 
YonV  Or  621  8858  in  Newori. 
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SEXY  HIGHER  EDUCATION 


OFF-BROADWAY  THEATER 


The  growing  trend  ol  all-women  and  all-men  colleges 
toward  coeducation  and  cohabitation  produces  some  in- 
teresting dilemn  1  suppose  if  the  plighted-then- 
blighted  troth  ol  1  ind  Vassar  had  been  consummated, 
the  resulting  institution  would  have  been  called  Yale? 
Or,  mavbe  Veil?  Or,  Yasser? 


Usually  offal. 

(As  bad  as  that;  sometimes  verse.) 


-1"  •  1  colm  S.  Forbes, 
Editor-in-Chief 


The  vanishing  American. 


o 


Here  today,  gone  tomorrow. 

That's  probably  been  George's 
o  for  as  long  as  you've  known  him. 

But  we  at  GATX  have  an  idea 
'ou.  (You  know  us — the  Tank  Car 
Die.  We've  saved  American 
ness  millions  over  the  last  seventy 
s  in  railroad  car  and  storage 
anal  leasing.) 

We  think  you  should  keep  George 


where  he'll  be  able  to  do  the  most  good. 

In  your  own  business. 

That's  right  where  you'll  have  him 
if  you  lease  your  equipment  from  us. 

As  a  matter  of  fact,  our  new 
subsidiary  GATX/Boothe  is  ready  to 
lease  you  major  pieces  of  industrial 
and  transportation  equipment. 

For  example,  we  recently  leased 
two  Douglas  stretch  DC  8's  and  a  string 
of  freight  cars,  and  are  currently 
arranging  leases  on  six  Boeing  737 
jet  transports. 


So  why  don't  you  take  the  advice 
of  General  American  Transportation 
Corporation.  Whatever  it  is  you  need, 
lease  it  from  us. 

That  way,  you'll  be  able  to  keep 
George  at  home. 

GATX 


N    X 


V 
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ighfrthousand  students 
etting  down  to  businei 


Moi\  at  any  other  time  in 

history,  yoi  ng  people  recognize  that 
success  in  tod;  irld  can  be  gained 

through  an  educ  ttion  in  the  technically 
oriented  business  sch  »ols  that  are  be- 
coming a  major  fa  ^r  on  today's  colle- 
giatescene.Thesescln  io\\  prominent 
in  all  parts  of  the  cou.  ry,  have  one 
prime  goal:  career  prepa. ..(.ion. 


Lear  Siegler  Education  Company, 
a  division  of  Lear  Siegler,   Inc.,  has  23 
such  schools — a  nationwide  educational 
system  with  some  8,000  students.  We 
teach  computer  programming  ( including 
special  classes  for  the 
deaf  and  blind) ,  data 
processing,    business 
administration,  ac- 


counting, secretarial  science,  p< 

training,  construction  engineerinj 

ing,  and  other  career  subjects 

fast-growing  market  in  which  \ 

impressive  credentials.  We  re 

Lear  Siegler,  Inc. — the  half-billio 

companythat 

Lear  Siegler,  Inc.  ing  more  ev< 

Corporate  Offices,       we  grow 


Santa  Monica,  Calif. 


Forbes 


Castle's  Dream 


A  glamour  company  in  the  cement  business?  Cleverly  and  deliber- 
ately, that's  exactly  what  33-year-old  Jerry  Castle  is  out  to  create. 


To  a  smart  financial  man  a  company 
can  be  so  bad  that  it's  good.  So  bad, 
that  is,  that  even  a  slight  improve- 
ment could  yield  tremendous  returns. 
This  is  precisely  what  attracted  Je- 
rome Castle,  a  33-year-old  stock  an- 
alyst, and  a  group  of  his  followers  to 
Pcnn-Dixie  Cement  Corp.  last  year. 
Penn-Dixie  was  flat  on  its  back  and 
showed  few  signs  of  ever  getting  ver- 
tical again.  The  Castle  group  took 
control  in  the  spring  of  1967  after 
a   proxy   fight. 

Alter  a  year  and  a  half  as  chairman 
and  president,  Castle  now  is  saying: 
"We're  out  to  equal  Xerox  and  Pola- 
roid, not  Lone  Star  Cement." 

A  slender,  introspective  man,  Castle 
clearly  enjoys  running  liis  own  busi- 
ness more  than  lie  does  picking 
stocks.  He  still  has  a  long  way  to 
go,  but  he  has  covered  an  impressive 
amount  of  ground  already.  Since  he 
and  his  friends  started  buying  in 
early  1966,  the  price  of  Penn-Dixie 
stock  has  tripled;  where  it  for- 
merly sold  at  a  big  discount  from 
book  value,  it  now  sells  at  a  good 
premium. 

The  cement  industry  certainly 
looked  dowdy  enough  ever  since  the 
ambitious  overexpansion  of  the  Fifties 
saddled  it  with  huge  excess  capacity 
and  a  seemingly  incurable  tendency 
toward  price-cutting.  Hopeless?  Not 
to  Castle.  But,  he  says,  "Any  cement 
company  that  remains  purely  a  ce- 
ment company  will  ultimately  go 
bankrupt,  just  as  any  railroad  that 
remained  only  a  railroad  went  bank- 
rupt. Those  that  realized  they  were 
in     transportation     have     prospered." 

Bull   Among    Bears 

There  are  some  pluses  for  the  in- 
dustry. Castle  feels  that  "the  macro- 
economics are  good — the  postwar 
baby  boom  has  got  to  come.  I'm  very 
bullish  on  the  long-term  outlook. 
And  best  of  all,  the  public  is  very 
bearish. 

"I  like  simple,  basic  raw  materials," 
he  goes  on,  "coal,  natural  gas,  steel, 
cement — these   are   the   backbone   of 


Castle  of  Penn-Dixie 


the  economy.  They  are  the  most  diffi- 
cult of  entry:  With  all  the  talk  about 
competition  in  cement,  only  three 
companies  have  gone  into  the  busi- 
ness in  the  past  ten  years.  It  takes 
about  $18  million  to  build  just  one 
small  plant,  and  then  you  have  a 
radius  of  maybe  200  miles  where  you 
can  ship  effectively.  The  more  diffi- 
cult to  get  into  a  business,  the  safer 
that  business  is.  Those  are  the  factors 
that  attracted  me  to  cement." 

Penn-Dixie  was  the  ninth-ranking 
U.S.  cement  producer  when  Castle 
first  zeroed  in  on  it  some  three  years 
ago.  One  of  the  industry's  weaker 
companies,  it  had  slipped  13%  in  sales 
during  the  preceding  eight  years  to 
$49  million;  its  earnings  were  down 
by  69%  to  $2  million;  and  it  had  cut 
its  dividend  four  times.  Says  Castle, 
"It  was  dead,  but  no  one  knew  it." 


Which  is  precisely  why  he  was 
interested:  "To  me  the  buy  signal  is 
always  a  reduction  or  omission  of  the 
dividend.  The  best  opportunity  was 
when  earnings  were  the  worst  they 
had  been  in  many  years.  What  at- 
tracted me,"  he  continues,  "was  almost 
no  debt,  a  large  current  position  and 
the  fact  that  in  the  worst  year  they 
ever  had  they  did  under  $50  million 
in  sales  but  made  $2  million  after 
taxes  and  had  a  cash  flow  of  $6  mil- 
lion. There  aren't  many  companies 
that  can  do  $50  million  and  generate 
$6  million  with  no  debt  leverage.  And 
this  is  not  [fashion  designer]  Given- 
chy;  it's  not  a  style  business.  This  is 
a  raw  material,  a  business  that  is  90% 
reorder  and  10%  promotional." 

Rebuilding  the  Vehicle 

In  this  day  of  smooth  and  relatively 
painless  tender  offers,  Castle  got  into 
Penn-Dixie  via  an  old-fashioned 
route:  a  proxy  fight  that  succeeded 
in  ousting  the  old  management  in  the 
spring  of  1967.°  At  31,  Castle  be- 
came chairman  and  chief  executive, 
the  youngest  ever  to  head  a  New 
York  Stock  Exchange-listed  company 
in  this  century.  Two  months  later  the 
company's  new  young  president, 
Robert  P.  LeVine,  died;  Castle  as- 
sumed his  title  also,  and  stepped  up 
the  program  of  remaking  Penn-Dixie. 

To  make  it  a  conglomerate?  Not 
at  all.  "I'm  opposed  to  conglomerates," 
says  Castle,  "because  history  is  not 
on  their  side.  The  big  successes  in 
mergers  have  been  Standard  Oil  of 
New  Jersey,  U.S.  Steel,  General  Mo- 
tors— companies  that  were  integrated 
but  not  conglomerates.  The  only  com- 
pany that  can't  miss  as  a  conglomer- 
ate is  one  where  the  pieces  were  all 
strong  before  they  merged.  I'm  espe- 
cially critical  of  the  fellow  doing 
$250  million  a  year  when  he  has  32 
companies    each    doing    $8    million." 

Instead,  Castle  set  out  to  integrate 
Penn-Dixie.    He    started    buying    up 

'Typically,  a  year  later  the  company 
voted  to  reimburse  the  challengers  for 
$93,000  worth  of  expenses  incurred  in  the 
fight. 


FORBES,  DECEMBER  15,  1968 


17 


suppliers,  customers  and  related  ma- 
teria cers. 

t  he  bought  Callanan  Road  Im- 
provement Co.,  a  $16-million  New 
York  State  road  contractor  and  pro- 
ducer of  aggregates  used  in  making 
concrete.  Then  he  bought  Hausman 
Corp.  of  Toledo,  Ohio,  a  $24-million 
maker  of  reinforcing  bars,  construc- 
tion forms,  wire  mesh  and  similar 
products  used  in  concrete.  He  also 
bought  road-paving  and  heavy  con- 
struction firms;  built  a  plant  to  make 
chemicals  used  in  concrete;  expanded 
Penn-Dixie's  capacity  in  precast  and 
prestressed  concrete  items;  and  bought 
Studebaker's  CTL  research  lab.  All 
of  them  meshed  perfectly,  even  CTL, 
about  which  Castle  says,  "Our  only 
interest  is  the  use  of  plastics  as  an 
alternative  to  concrete  and  steel." 

All  this  was  done  without  dilution. 
Castle  used  Penn-Dixie's  clean  balance 
sheet  to  borrow  money  to  pay  cash 
for  the  acquisition.  "We  won't  issue 
common  stock  at  this  point,"  says 
Castle.  "When  we  purchase  a  com- 
pany we  want  their  earnings  to  in- 
crease our  earnings  per  share.  When 
we've  been  forced  to  issue  common 
stock,  we've  gone  into  the  market  and 
purchased  it" — 25,000  shares  in  1967 
and  67,000  more  in  1968.  The 
money  to  buy  both  shares  and  corpo- 
rate acquisitions  came  partly  from 
Penn-Dixie's  cash  flow,  now  $10  mil- 
lion, and  partly  from  the  proceeds 
of  a  $30-million  convertible  debenture 
issue  late  last  year. 

Castle  hasn't  missed  a  trick  in 
stepping  up  cash  flow  and  reducing 
taxes.  The  depletion  allowances  gen- 
erated by  the  sale  of  production  pay- 
ments in  its  cement  operations  and 
investment  credits  generated  under 
leases  of  capital  equipment  (thus  far 
including  computers  and  railroad  cars 
and  locomotives)  by  Penn-Dixie  Leas- 
ing Corp.,  set  up  last  fall,  will  enable 
the  parent  company  to  pay  virtually 
no  income  tax,  Castle  says.  With  his 
low  taxes,  he  figures  Penn-Dixie 
should  earn  over  $4  million,  or  $1.50 
a  share,  in  1968  on  sales  of  over  $110 
million — assuming  that  nothing  spec- 
tacular happens  before  the  year's  end. 

Future,  Near  &  Distant 

Spectacular  things  are  happening, 
in  July  Penn-Dixie  increased 
its  holdings  to  40%  in  Continental 
Steel  Corp.  of  Kokomo,  Ind.,  a  major 
maker  of  concrete  reinforcement, 
fencing  and  other  wire-mill  items. 
"Continent,,]  60     million     a 

year,"  says  Cast!,  "Their  problems 
should  be  behind  them  in  1969. 
They've  converts!  from  five  old  fur- 
naces with  420,000  tons  :  capacity 
to    two    new    electric  with 


True  Test.  Jerome  Castle  feels 
that  the  true  test  of  manage- 
ment comes  when  business  is 
bad— "not  when  business  is  so 
good  even  the  liars  are  mak- 
ing money."  By  making  Penn- 
Dixie  less  dependent  on  con- 
struction, he  hopes  to  avoid  his 
own  test  of  good  management. 


600,000  tons.  They  own  half  ,  of 
Phoenix  Manufacturing,  a  steel  fin- 
isher that  does  over  $15  million;  and 
within  three  years  they  have  a  right  to 
buy  the  other  50%  from  Union  Tank. 

"Continental  was  the  one  steel  com- 
pany that  was  a  perfect  fit  for  Penn- 
Dixie;  our  fabricating  division  is  a 
major  customer  of  Phoenix.  If  you 
inckide  Continental  in  our  picture, 
in  two  years  we  will  have  gone  from 
$50  million  to  $200  million  without 
■  issuing  any  new  shares — but  more  im- 
portant, without  pasting  on  a  lot  of 
unrelated  small  companies  that  are 
not  merging  but  just  pooling  the  re- 
sults. Ours  is  not  flim-flam.  Ours  is 
real." 

And  after  Continental?  "Every- 
thing we  do  is  geared  toward  being 
a  raw-materials  company,"  he  says, 
"in  steel,  cement,  aggregates,  hope- 
fully chemicals.  But  we  don't  want 
to  be  only  in  building  materials,  be- 
cause I  don't  want  to  have  a  cyclical 
trend  in  our  earnings.  On  the  one 
hand  we  want  to  make  acquisitions 
that  are  compatible — with  similar 
technology  and  marketing;  on  the 
other  we  want  to  lessen  our  de- 
pendence on  construction.  The  oil 
companies  show  you  how  it's  done: 
First  they  go  into  petrochemicals,  and 
then  agricultural  chemicals,  a  com- 
pletely different  market  with  a  dif- 
ferent  cycle." 

Castle  would  consider  following 
his  raw-material  concept  quite  far 
afield.  "There  are  coal,  natural  gas, 
electric  power,"  he  says,  "businesses 
with  complacent  managers  who  have 
been  deadened  by  success.  If  you 
follow  the  concept  of  raw  materials 
back,  Penn-Dixie  Leasing  buys  its 
raw  material — money — from  com- 
mercial banks;  and  the  logical  move 
would  be  for  it  to  go  into  the  raw 
material  by  acquiring  a  bank  or  an 
insurance  company.  I  don't  know 
whether  money  is  really  a  raw  ma- 
terial, but  I  know  it  fits  into  our 
picture." 

For  himself,  says  Castle,  "All  I'm 
doing  is  dedicating  my  life  to  the 
same  40  rising  quarters  in  a  row  that 
[ITT  Chairman  Harold]  Geneen  made. 
The  only  problem  I  have  that  makes 
it  more  difficult  is  that  I  started  at  31 
and  Geneen  started  when  he  was  a 
little  older;  I  look  up  the  pike  and  see 
140  quarters." 

As  of  Sept.  30,  six  of  those  quarters 
had  passed  successfully.  Does  134 
more  sound  like  too  many?  Isn't  Xerox 
a  rather  tough  model  to  follow?  Says 
Castle:  "The  opportunity  was  there 
to  create  a  billion-dollar  company. 
If  you  shoot  for  stars,  you  get  chorus 
girls.  If  you  shoot  for  chorus  girls, 
you  get  nothing."  ■ 
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The  Price  of  a  White  Elephant 

It's  not  the  initial  cost;  it's  the  upkeep.  So  Vornado  learned  when  it  bought  Food  Giant. 


It  doesn't  make  any  difference  how 
litHe  you  pay:  When  you're  getting 
poor  management  and  a  reputation 
for  selling  second-rate  merchandise, 
you're  pa)  ing  too  much. 

This  should  be  obvious,  but  New 
Jersey-based  Vornado,  Inc.  had  to 
learn  it  the  hard  way.  In  1966  Vor- 
nado. a  chain  of  eastern  discount 
stores  using  the  "Two  Guys"  name, 
turned  down  an  opportunity  to  merge 
with  Allan's,  a  Midwest  discount 
chain,  because,  according  to  reports, 
Chairman  Frederick  Zissu  decided 
"their  price  was  outrageous.'*  Last 
year  Zissu  found  a  price  more  to  his 
liking — an  estimated  $50  million  in 
stock  for  Food  Giant  Markets,  Inc.,  a 
west  coast  supermarket  chain  that 
included  discount  stores. 

The  consequences  of  this  "bargain ": 
In  the  first  six  months  (through  July 
31)  of  its  current  fiscal  year,  Vor- 
nado earned  56  cents  a  share  i  i  83 
cents  in  the  same  period  a  year  earlier. 
The  acquisition  had  drained  off  27 
tents  a  share. 

Food  Giant  was  up  for  grabs  long 
before  Vornado  bought  it.  Montgom- 
ery Ward  looked  at  parts  of  the  com- 
pany but  turned  them  down.  So  did 
Jewel  ( "os.  The  reason  wasn't  bard  to 
find.  Even  a  glance  at  Food  Giant's 
annual  reports  showed  the  company 
was  in  bad  shape. 

Food  Giant  was  founded  in  the 
late  1950s  by  a  California  supernuu- 
keter,  Theodore  E.  Cuinmings,  and  a 
New  York  lawyer,  Harold  L.  Fierman. 
The}  put  together  a  $4.5-million 
tax-loss  carryforward  from  Magic 
Chef,  a  manufacturer  of  gas  ranges, 
in  which  Fierman  held  a  controlling 
interest,  and  an  estimated  Sll-mil- 
lion  in  loans  from  Prudential  and 
others  to  build  what  by  1964  was  a 
S307-million  west  coast  chain  of  68 
supermarkets,  11  hardware  stores  and 
1,1   discount  stores. 

That  year  Food  Giant  earned  $4.4 
million  after  taxes.  In  1965  earnings 
slipped  to  S4  million;  in  1966  to  $3.8 
million.  The  big  problem  was  Unimart, 
the  discount  store  operation.  It  had 
good  volume  but  poor  profits.  The 
quality  of  merchandise  was  spotty 
and  so  was  store  maintenance.  Costly 
mistakes  in  advertising  were  common. 
Morale  was  low.  Cummings  started 
looking  for  a  buyer — "a  well-oiled, 
well-groomed  operating  machine,  so 
that  I  could  get  out." 

Take   All   or   Nothing 

Vornado's  interest  was  Unimart. 
Zissu   wanted    to    make    his    regional 


Culinary  Experts?  Vornado 
bought  Food  Giant,  then 
added  a  great  many  ingredi- 
ents without  much  success. 
"But  the  cake  is  still  baking," 
claim  Chairman  Zissu  (left) 
and   President   Siegel   (right). 


discount  chain  nationwide.  Cummings 
insisted  that  Vornado  buy  the  whole 
package.  Zissu  agreed  to  the  arrange- 
ment because,  he  says,  "It  was  the 
only  agreement  we  could  reach  at  a 
satisfactory  price."  The  deal  was 
closed   in  September   1967. 

Zissu  thought  he  was  being  cau- 
tious. Vornado  could  have  opened  its 
own  stores  on  the  West  Coast,  but 
he  felt  that  since  Vornado's  man- 
agers didn't  know  the  market  there, 
it  would  take  a  long  time  to  get  estab- 
lished. Zissu  reasoned  that  by  acquir- 
ing an  established  chain,  even  one  with 
problems,  Vornado  would  be  ahead. 
"We  knew  Food  Giant  had  prob- 
lems,'' he  says,  "but  it  was  available." 

The  problems  were  far  worse  than 
he  imagined.  Within  a  month  he  was 
talking  about  inventory  markdowns. 
Unimart  had  a  huge  inventory  of 
articles  nobody  wanted  to  buy.  Mark- 
downs  at  Unimart  reportedly  cost 
Vornado  about  $2  million  by  mid- 
1968.  The  company  claims  the  extra- 
ordinary  markdowns   have  stopped. 

Although  Cummings  had  hardly 
been  doing  a  sensational  job,  the  su- 
permarkets had  held  up  fairly  well. 
Zissu  let  Cummings  continue  to  run 
them  while  he  and  Vornado  President 
Murray  Siegel  occupied  themselves 
with  Unimart.  Cummings  decided  to 
move  into  food  discounting.  His  ex- 
planation: "We  felt  that  if  we  dis- 
counted food  we  could  expand  faster 
in  new  areas." 

In  January  Food  Giant  instituted 
food  discounting  in  its  supermar- 
kets. Cummings  shortened  hours 
and   cut  out  stamps.   The   result:    "a 


slide  in  volume,"  says  Cummings. 
"Customers  were  unhappy  with  the 
loss  of  stamps."  Even  worse,  the  short- 
ened hours  took  Food  Giant's  super- 
markets out  of  the  reach  of  evening 
shoppers,  an  important  factor  in  Cali- 
fornia, and  cut  sharply  into  one  of 
its   most  profitable  items — liquor. 

The  company  violated  just  about 
every  rule  of  food  discounting.  News- 
paper advertising  was  cut.  Food  was 
discounted  across  the  board  without 
flagging  out  meat  and  produce,  which 
food  discount  stores  usually  keep  at 
normal  prices  to  retain  a  high-quality 
image.  Industry  experts  say  Cummings 
just  didn't  know  where  to  cut  prices 
and  still  make  a  profit.  Cummings 
admits:  "We  were  unable  to  control 
our  operation  costs.  They  substantially 
exceeded  our  original  projected  figure." 

At  the  end  of  fiscal  1968  Califor- 
nia accounted  for  close  to  half  of  Vor- 
nado's $724-million  sales  and  a  fourth 
of  its  $10.4-million  earnings.  By  this 
spring  it  already  had  become  a  drain 
on  per-share  earnings.  In  June 
Zissu  decided  to  reinstate  convention- 
al food  merchandising  at  Food  Giant. 
In  July  Cummings  left  and  Zissu 
sent  Donald  Gomes,  Vornado's  execu- 
tive vice  president,  to  the  West  Coast 
to  oversee  operations. 

Problem    of   Adjustment 

Competitors  insist  Vornado's  trou- 
bles aren't  over,  and  that  Unimart  is 
still  losing  market  share.  Vornado  is 
trying  to  superimpose  an  eastern  style 
operation  on  the  discount  chain. 
It  has  even  begun  using  the  "Two 
Guys"  name  in  California.  Zissu  ad- 
mits Vornado  is  having  difficulty  ad- 
justing to  the  western  market. 

The  supermarket  operation  faces 
similar  problems.  Says  one  industry 
source:  "They're  sending  out  flyers 
as  they  do  in  the  East,  but  in  Cali- 
fornia people  look  in  the  newspaper." 
Says  another:  "They're  getting  rid 
of  established  California  franchise 
brands  in  their  stores  and  substi- 
tuting their  own  private  labels  that 
are  unknown  to  shoppers  here.  Their 
customers  will  just  come  over  to  my 
stores  to  get  their  favorite  brands." 

Meanwhile,  despite  the  denials  of 
Vornado's  management,  the  supermar- 
kets have  been  put  up  for  sale. 
Vornado  will  probably  have  to  sell 
them  off  in  small  groups  because  of 
pressure  from  the  Federal  Trade  Com- 
mission. Industry  sources  report  that 
negotiations  are  under  way  to  sell  one 
store  to  Von's  and  five  to  Ralph's,  both 
California  food  chains.  ■ 
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No  Middle  Ground? 

If  auto  sales  slump,  little  American  Motors  might  perish. 
But  if  auto  sales  boom,  the  same  thing  could  happen. 


Everyone  knows  the  roller  coaster 
American  Motors  has  been  on  in  the 
last  several  years.  AMC's  dilemma  is 
this:  In  a  boom  it's  caught  in  the 
fierce  competition  of  the  Big  Three, 
hungry  for  a  bigger  piece  of  a  grow- 
ing market;  in  a  bust  AMC  would  be 
squeezed  even  worse  by  competitors 
as  they  try  to  dispose  of  overproduc- 
tion. Actually,  American  Motors  has 
done  best  when  total  auto  sales  have 
been  sluggish  over  a  period  of  years, 
such  as  1958-1962  {see  chart).  But 
Detroit's  market  researchers  currently 
anticipate  increasing  sales  in  the  next 
few  years,  not  a  leveling  off. 

Chairman  Roy  D.  Chapin's  solution 
is  twofold:  build  cars  different  from 
those  of  the  Big  Three  and  engender 
public  attention  and  sympathy.  Chap- 
in  believes  AMC  has  done  both.  The 
Rambler  is  the  only  U.S.  car  with  a 
base  price  below  $2,000,  the  Ambas- 
sador is  the  only  car  in  its  class  with 
air  conditioning  as  standard  equip- 
ment, and  the  sporty  Javelin  and 
AMX,  both  new  last  year,  are  priced 
below   their  main   competitors. 

"The  worse  thing  that  can  happen 
in  a  consumer  goods  business  is  for 
people  to  stop  paying  attention  to 
you,"  Chapin  says.  "And  this  was  the 
position  American  Motors  was  in.  But 
now,  our  television  campaign  has  de- 
veloped a  following.  Consumer  recall 
on  our  1968  advertising  was  double 


the  normal  recall  of  all  automotive 
advertising." 

Meanwhile,  Chapin,  who  once  was 
AMC's  treasurer,  has  done  a  remark- 
able job  of  shoring  up  AMC's  pre- 
carious financial  position.  Short-term 
debt,  once  $95  million,  is  down  to 
$10  million.  Working  capital  has 
been  increased  from  $35  million  to 
$100  million.  And  1968's  operating 
net  income  of  $4.8  million,  small  as 
it  is,  still  was  a  vast  gain  over  1967's 
automotive  loss  of  $66.8  million. 

At  least  $20  million  of  this  gain 
reflects  stringent  cost-cutting;  the 
balance  came  from  a  13%  increase  in 
sales.  Says  Chapin:  "This  cost-cutting 
initially  caused  great  anguish  on  the 
part  of  many  people.  There  were  dire 
predictions.  But  believe  me,  the  re- 
covery process  is  very  quick." 

Chapin  says  AMC's  product  line 
and  internal  organization  are  now  in 
good  shape,  so  he's  turning  his  efforts 
toward  strengthening  AMC's  weak 
network  of  2,300  dealers.  Though 
they  are  few  in  number  compared 
with  the  Big  Three — Chevrolet  has 
6,375  dealers — numbers  alone  are  not 
all-important.  Volkswagen  has  fewer 
than  1,100  dealers,  yet  sells  twice  as 
many  cars  as  does  AMC — nearly  five 
times  as  many  on  a  per-dealer  basis. 
The  key  to  Chapin's  plans  here  is  a 
dealer  financial-aid  program,  made 
possible  by  a  recent  $35-million  loan. 


American  Motors  was  saved  once 
by  a  small  car,  the  Rambler.  Now 
AMC  is  again  readying  a  small  car, 
a  so-called  subcompact  to  compete 
with  imports,  which  have  10%  of  the 
market.  But  GM  and  Ford  also  are 
tooling  up  for  subcompacts.  These, 
too,  are  aimed  at  foreign  cars,  but 
AMC  stands  in  the  line  of  fire. 

Subcompacts:  Boom  or  Bust? 

'  -  "I  am  confident  that  there  is  room 
for  all  of  us  in  the  market,"  Chapin 
bravely  says.  "Usually  when  a  num- 
ber of  people  turn  their  attention  to 
a  given  segment  of  the  market,  the 
market  grows."  True  enough,  but 
when  the  Big  Three's  first  compacts 
came  out  in  1959  and  1960,  they  not 
only  expanded  the  compact  market, 
they  deflated  the  import  boom,  helped 
put  Studebaker  out  of  the  auto  busi- 
ness and  sent  AMC  into  a  nose  dive. 
Yet  Chapin  must  compete  in  this  mar- 
ket, for  small  cars  are  AMC's  bread- 
and-butter.  And  though  AMC  can  af- 
ford to  tool  up  for  a  new  car,  it  can't 
absorb  a  flop  like  the  Edsel. 

It  may  be  that  Chapin  can  nurse 
AMC  back  to  health.  If  he  does,  it 
will  be  one  of  the  great  turnarounds 
in  U.S.  business — a  lone  David 
against  three  Goliaths.  But,  despite 
Chapin's  impressive  achievements  so 
far,  the  odds  are  against  him.  Econo- 
mies of  scale  favor  the  big  automaker, 
from  engineering  to  production  to  ad- 
vertising. It  is  likely  that  AMC  will 
just  keep  surviving  on  a  year-to-year 
basis,  trying  to  find  a  middle  ground 
that  isn't  there.  ■ 


Land,  Lots  of  Land 


If  Castle  &  Cooke,  Hawaii's  largest  landowner,  doesn't  soon  find 
some  more  profitable  uses  for  its  vast  ho/dings,  someone  else  may. 


Every  day  huge  "stretch"  DC-8s 
and  Boeing  707s  flown  by  United  Air 
Lines  and  Pan  American  World  Air- 
ways dump  thousands  of  tourists  into 
Hawaii.  To  accommodate  the  tourists, 
hundreds  of  millions  of  dollars  have 
been  spent  during  the  past  decade  to 
build  hotels,  motels,  golf  courses  and 
other  facilities — and  to  buy  the  land 
on  which  to  build  them.  Sprawling 
resort  areas  are  springing  up  all  over 
the  islands. 

On  the  surface,  all  tin-;  develop- 
ment would  semi  to  I'  by  a 
company  like  Honolulu-based  ( 
&  Cooke,  Inc.,  the  largest  of  the  one- 
time sugar  agi  nts  that  comprise 
Hawaii's  so-cai  ig  Five  com- 
panies. The  bulk  ol   its  $400  million 


in  annual  sales  comes  not  from  the 
tourist  trade,  but  from  food  products: 
Dole  pineapple,  C  and  H  sugar,  Bum- 
ble-Bee  canned  seafood  and  Cabana 
bananas. 

But  look  again.  Look  at  Castle  & 
Cooke's  balance  sheet,  under  the 
heading  "Land."  The  figure  listed  is 
$26  million.  Scratch  that  out  and 
pencil  in  something  around  $300  mil- 
lion. That  would  boost  assets  to 
around  $70  a  share,  and  C&C  com- 
mon sells  for  only  $35  a  share.  Most 
of  that  land,  some  154,000  acres  of  it, 
is  located  in  Hawaii,  with  other  par- 
cels in  Central  America,  the  Philip- 
pines and  California.  As  the  Hawai- 
ian tourist  boom  continues,  prices  of 
the    limited    amount    of    land    in    the 


islands  are  rising  sharply.  Land  is 
swiftly  replacing  sugar  and  pineapples 
as  Hawaii's  most  valuable  commod- 
ity, and  Castle  &  Cooke  owns  more 
of  it  than  anyone  else. 

Distinctions 

To  date  this  hasn't  done  Castle  & 
Cooke  much  good,  except  on  paper. 
Most  of  its  Hawaiian  acreage  is  de- 
voted to  growing  sugar  cane  and 
pineapples.  And  most  of  its  manage- 
ment's attention  has  necessarily  been 
concentrated  on  maintaining  the 
company's  market  shares  in  the  rough- 
and-tumble  food  business.  "The  food 
business  is  no  picnic,  even  when  you 
have  products  as  strong  as  ours," 
says  58-year-old  Malcolm  MacNaugh- 
ton,  the  Stanford-educated  company 
veteran  who  became  president  in 
1959.  "It  doesn't  leave  us  much  room 
to  think  about  land  development." 

In  pineapples,  where  its  Dole  Co. 
division  commands  around  40%  of  the 
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VICTIM  OF  PROSPERITY? 

1959 

1960            1961            1962 

1963            1964 

1965 

1966 

1967 

1968 

1968 

INDUSTRY  UNIT  SALES 

(9  mos.) 

(Oct.) 

6.041 

6.577 

5.855 

6.939 

7,557 

8,065 

9,314 

9,008 

8,267 

6,976 

885 

(IN  THOUSANDS) 

AMC  UNIT  SALES 

363 

422 

371 

423 

428 

379 

325 

266 

231 

195 

27 

(IN  THOUSANDS) 

AMC  MARKET  SHARE 

6.01% 

6.42% 

6  33% 

6.10% 

5.67% 

4.70% 

3.48% 

2.95% 

2.79% 

2.80% 

3.05% 

AMC  DOLLAR  VOLUME 

$870 

$1,058 

$876 

$1,056 

$1,132 

$1,010 

$991 

$870 

$778 

$761 

N/A 

AMC  PROFIT  MARGIN 

12.00% 

9.90% 

6.50% 

7.00% 

6.50% 

4.20% 

1.60% 

Deficit 

Deficit 

2.79% 

2.90%  E 

INDUSTRY  RATING- 

Fair 

Fair 

Poor 

Fair 

Good 

Very 

Excellent 

Very 

Good 

Very 

Excellent 

(SALES) 

Good 

Good 

Good 

AMC  RATING- 

Excellent 

Very 

Good 

Good 

Good 

Fair 

Poor 

Very 

Very 

Poor 

Poor 

(PROFIT  MARGIN) 

Good 

Poor 

Poor 

VERY  GOOD  

^^^^  ^^^^INDUSTRY  UNIT  SALES^^^^ 

:     GOOD   ^ ^^^^^^ 

^^^^                                          AMC  PROFIT  MARGIN 

Good  Times,  Bad  T 

imes.  American  Motors'  worst  years 

unit   sales    and  AMC   market   shares   are    for   calendar 

have    come    during 

the    auto    industry's    best:    1954-57 

years  and  include  imports.  AMC's  dollar-volume  figures 

and    1965-67.   And 

ts  best  years  during  the   industry's 

are  in  millions  for  its  fiscal  year,  which  ends  Sept. 30. 

worst:  1958-62.  This 

chart  compares  AMC's  profitability 

Figures  for   fiscal    1968   are   automotive   sales   only;    in 

with    how    good   unh 

sales    were   for   the    industry.    De- 

prior  years  they  include  the  Kelvinator  appliance  and 

troit's  definition  of 

good"  is  subjective:  An  8-million-car 

Redisco  finance  operations,  since  sold  to  White  Consoli- 

year is  "very  good" 

until  a  9.3-million  one  comes  along; 

dated  and  Chrysler,  respectively.  The  AMC  profit  margin 

then  auto  executive 

s,  wfio  always  have  had  rising  ex- 

is    operating    earnings— before    deduction    of    deprecia- 

pectations, say  8.2-million  is  only  "good."  The  industry 

tion,  interest  and  income  taxes— as  a  per  cent  of  sales. 

U.S.  market,  C&C  is  battling  increas- 
bgl)  stiff  competition  from  cheaper 
Pineapples  grown  in  Taiwan  and  Ma- 
laysia. Field  workers'  wages  there  run 
)nly  a  fraction  of  those  Dole  pays  in 
Hawaii.  In  sugar,  its  C  and  H  brand 
s  one  of  the  U.S.  market  leaders, 
especially  in  11  western  states.  But 
'astle  &  Cooke's  profits  are  being 
trained  by  the  expensive  settlement 
)f  a  recent  sugar  workers'  strike,  plus 
ough  market  opposition  from  beet 
ugar.  In  canned  seafood,  costly  new 
product  introductions  to  maintain  its 
narket  position  are  restricting  profit 
?ains.  Even  in  bananas,  where  its 
964  acquisition  of  New  Orleans' 
Standard  Fruit  &  Steamship  Co.  gave 
t  a  32%  U.S.  market  share,  C&C's  lot 
s  that  of  a  distant  second-place  con- 
ender.  A  revitalized  United  Fruit  Co. 
ommands  almost  twice  as  much  of 
he  market. 

So  Castle  &  Cooke's  diligent  con- 
entration   on   its   food   business   has 
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not  been  *  yielding  much  in  the  way 
of  profits.  Its  net  income  has  been 
bogged  down  for  four  years  at  the 
$10-million  to  $12-million  level,  de- 
spite a  gain  in  sales  from  $237  mil- 
lion to  around  $400  million  (for  the 
year  ending  Mar.  3,  1969).  At  that 
level  C&C  is  netting  only  about  7% 
on  its  shareholders'  equity.  If  the 
equity  is  adjusted  to  reflect  the  cur- 
rent market  value  of  its  land  holdings, 
the  return  shrinks  to  only  about  2% 
or  3%. 

Juicy  Target 

Given  these  facts,  any  marked  im- 
provement in  Castle  &  Cooke's  profit- 
ability would  seem  to  depend  on 
finding  other  uses  for  some  of  its 
land.  It  is  simply  too  valuable  to  be 
devoted  exclusively  to  agriculture. 
It  has  a  housing  development  well 
under  way  near  Honolulu  called 
Mililani  Town,  but  so  far  that  is  all. 

Time   may   be   running   out,   how- 


ever. No  company  these  days  can  sit 
on  top  of  $300  million  worth  of  land 
on  which  it  only  reaps  a  2%  or  3% 
return  without  attracting  attention. 
Under  these  conditions  Castle  & 
Cooke  is  a  prime  takeover  candidate. 
It  is  what  raiders  like  a  Jim  Ling  or 
a  Charlie  Bluhdorn  call  "an  under- 
utilization  of  assets."  MacNaughton 
claims  he  doesn't  lose  much  sleep 
over  the  prospect  of  a  takeover  bid. 
"Sure,  it  could  happen,"  he  concedes, 
"but  I  don't  think  its  likely.  After  all, 
we're  not  a  company  in  decline. 
We've  got  strong  products  and  we're 
very  much  on  the  move  in  all  our 
businesses." 

On  the  other  hand,  Castle  & 
Cooke's  strong  product  lines  actually 
make  it  even  more  attractive  to  a 
corporate  raider.  If  President  Mac- 
naughton  doesn't  soon  begin  to  use 
his  vast  Hawaiian  holdings  more 
profitably,  someone  else  may  step  in 
and  do  it  for  him.a 
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Anaconda's  500-  Year  Plan 


In  the  mining  business  you  have  to  think  long  term— very  long  term.  Today's 
stock  market  is  mostly  interested  in  what's  going  to  happen  next  quarter.  Which 
poses  problems  for  companies  like  Anaconda,  rich  and  well-run  though  they  may  be. 


Like  most  other  coppermen,  C.  Jay 
Parkinson,  the  bluff  and  expansive 
president  of  New  York's  giant  Ana- 
conda Co.,  takes  the  long  view  of  his 
company's  business.  "We  expect  the 
business  to  be  here  and  going  strong," 
he  says  briskly,  "a  hundred  and  even 
500  years  from  now.  It's  so  planned." 
Such  confidence  arises,  not  from 
complacency,  but  from  two  very  im- 
pressive facts:  Anaconda  is  not  only 
the  largest  mining  company  in  the 
world,  it  is  also  very  probably  the 
richest.  Not  even  South  Africa's  An- 
glo American  Corp.  or  Canada's  Inter- 


Bedrock.  Anaconda's  great- 
est strength  lies  in  its  mining 
and  geo/ogtc  skills,  which  are 
probably  unsurpassed  in  in- 
dustry. One  consequence  is 
the  massive  new  mine  now 
under  development  at  Twin 
Buttes   in   Pima   County,  Ariz. 


national  Nickel  could  match  the  $131 
million  Anaconda  earned  on  $1.2  bil- 
lion in  sales  in  1966,  its  last  strike- 
free  year.  To  find  its  peer  among 
natural-resource  companies,  you  have 
to  turn  to  the  oil  industry,  and  even 
here  Anaconda  tops  outfits  as  consid- 
erable as  Sinclair,  Getty  and  Atlantic 
Richfield. 

The  bedrock  of  Anaconda's  for- 
tunes, of  course,  is  copper  (27.5%  of 
sales).  Its  mines  in  Mexico,  Chile, 
the  U.S.  and  Canada  make  it  the 
largest  producer  in  the  world,  and  its 
lead  is  certain  to  widen  over  the  three 
years  ahead  as  Anaconda's  present 
capacity  expands  by  50%.  Yet  even 
this  50%  increase  will  not  put  any 
noticeable  strain  on  Anaconda's  nat- 
ural or  financial  resources.  As  against 
somewhat  less  than  15%  of  the  market, 
Anaconda  controls  between  35%  and 
40%  of  the  world's  copper  reserves. 
Its  presently  economic  reserves  alone 
are  worth  something  like  $22  billion, 
or  close  to  $1,000  a  share,  and  these 
reserves  are  less  than  30%  of  the  total. 

Anaconda,  of  course,  has  long  since 
advanced  beyond  its  original  role  as 
a  copper  miner.  Its  American  Brass 
and  Anaconda  Wire  &  Cable  sub- 
sidiaries (54.1%  of  sales)  comprise  the 
largest  copper  and  brass  fabricating 
operation  in  the  world.  Its  aluminum 
subsidiary  (9.9%  of  sales)  ranks  as 
the  U.S.'  sixth-largest  producer.  Ana- 
conda is  also  the  U.S.'  largest  proces- 
sor of  zinc,  its  third-largest  producer 
of  uranium  and  a  major  source  of 
molybdenum,  cadmium,  selenium  and 
tellurium — by-products  of  its  copper 
and  zinc  production. 

The  catalog  goes  on  and  on.  On  the 
side,  Anaconda  owns  some  660,000 
acres  of  Montana  timberland,  which 
support  a  small  but  prosperous  lum- 
ber business.  It  boasts  what  may  be 
the  U.S.'  largest  reserves  of  uranium 
and  beryllium.  Over  the  next  decade 
or  so  Anaconda  could  easily  emerge 
as  a  major  iron-ore  producer,  a  molyb- 
denum producer  (both  direct  and 
by-product)  second  only  to  American 
Metal  Climax  and,  conceivably,  a 
nickel  producer  second  only  to  In- 
ternational Nickel,  though  a  very  poor 
second  in  both  instances.  It  may  even 
find  itself  back  in  the  lead  and  zinc 
mining  business,  which  it  abandoned 
a  few  years  ago. 

At  the  moment,  Anaconda  is  en- 
gaged in  the  biggest  and  most  am- 


bitious capital  expansion  in  its  history 
—a  six-year,  $900-million  program 
that  involves  a  major  expansion  of 
both  its  aluminum  and  fabricating 
'  businesses  as  well  as  the  development 
of  three  major  new  copper  mines 
(Twin  Buttes  in  Arizona,  Exotica  in 
Chile  and,  politics  permitting,  Cerro 
Verde  in  Peru)  and  the  major  ex- 
pansion of  another  (Chuquicamata). 
In  the  circumstances,  Anaconda's  two 
top  executives — Chairman  Charles 
Brinckerhoff  and  President  Jay  Park- 
inson, who  will  succeed  Brinckerhoff 
next  month — have  plenty  of  reason 
to  feel  that  Anaconda's  prospects  have 
never  looked  brighter. 

A  Question  of  Value 

The  stock  market,  however,  has  re- 
mained singularly  unimpressed  by 
either  the  company  or  its  prospects. 
In  recent  years  when  Phelps  Dodge 
common  sold  as  high  as  16  times  earn- 
ings, Kennecott  as  high  as  23,  Ana- 
conda has  never  sold  any  higher  than 
13  and  sells  around  12  today.  This  in 
a  market  where  the  average  Dow- 
Jones  stock  sells  at  16  times  earnings 
and  may  go  for  18  and  even  higher. 
Even  worse  in  management's  view, 
while  Phelps  Dodge  and  Kennecott 
have  sold  at  50%  and  even  100%  above 
book  value  during  the  same  period, 
Anaconda  in  most  years  has  sold  at  a 
discount,  around  1%  only  a  few  months 
ago,  but  as  much  as  50%  as  recently 
as  1963. 

Anaconda  executives  are  inclined  to 
ascribe  the  company's  laggard  market 
performance  to  its  heavy  dependence 
on  Chile,  the  source  of  roughly  two- 
thirds  of  its  copper  production  and, 
over  the  past  decade,  of  something 
like  70%  of  its  net  income.  To  Norte- 
americanos,  bewildered  by  the  com- 
plexities of  Latin  American  politics, 
Chile  has  always  seemed  one  of  the 
most  unstable  countries  in  South 
America,  f.nd  this  apparent  instability 
has  been  reflected  in  Anaconda's  stock. 
In  actuality,  Chile  has  been  anything 
but  unstable,  and  over  the  years  Ana- 
conda's Chilean  earnings  have  in  fact 
been  the  most  stable  element  in  its  in- 
come account.  "Twenty,  twenty-five 
years  ago,"  Jay  Parkinson  says,  "peo- 
ple were  saying,  'It's  just  a  question 
of  how  long  you  can  hang  on  down 
there  in  Mexico  and  Chile.'  Well, 
twenty,  twenty-five  years  have  gone 
by,  and  we're  in  a  more  solid  position 
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now  than  we  were  then." 

Aside  from  Chile,  however,  there 
r  is  another  problem,  and  it  has  dis- 
turbed Wall  Street  no  small  amount. 
It  is  that,  even  with  solid  earnings 
from  Chile,  Anaconda's  profit  show- 
ing has  been,  at  best,  erratic.  In  1966 
Vnaconda  earned  a  respectable  13%  re- 
turn on  its  stockholders'  equity  vs. 
for  Kennecott,  16%  for  Phelps 
Dodge.  But  1966  was  the  exception. 
Copper  prices  were  at  record  levels, 
and  any  copper  company  would  have 
been  hard  put  not  to  do  well.  In  most 
other  years  out  of  the  past  ten,  Ana- 
conda has  lagged  badly.  Not  only  have 
its  earnings  been  more  vulnerable  to 
the  vagaries  of  the  copper  cycle,  its 
average  return  has  been  the  lowest 
of  any  major  company  in  the  industry 
— a  mere  6.3X  08.  9.2%  for  Kennecott, 
10.8%  for  Phelps  Dodge. 

The  plain  fact  is  that,  its  Chilean 
problems  notwithstanding,  Anaconda 
has  been  painfully  unable  to  make 
anything  like  a  decent  return  on  its 
big  I'.S.  investment.  Roughly  60%, 
or  $931  million,  of  Anaconda's  assets 
are  concentrated  in  the  U.S.,  and  the 
U.S.  is  where  Anaconda  made  two- 
thirds  of  its  $765  million  in  capital 
outlays  between  1957  and  1967.  Yet, 
over  the  past  decade  Anaconda's  U.S. 

operations  have  yielded  less  than  30% 
OJ  its  total  net  income.  And  the  aver- 
ages have  obscured  the  gravity  of  the 
problem.  During  most  years  out  of  the 
past  ten,  Anaconda's  U.S.  copper  and 
aluminum  operations  probably  did 
little  better  than  break  even.  In  Chile, 
Anaconda's  problems  were  largely 
potential;  in  the  U.S.  they  were  here 
and  now. 

Until  a  lew  years  ago,  of  course, 
primary  copper  prices  were  relatively 
low,  and  neither  Anaconda  nor  any- 
body else  could  hope  to  make  the 
kind  ot  profits  from  their  higher-cost 
nines  that  Anaconda  was  mak- 
ing in  Chile.  Then,  too,  fabricated 
product  prices  were  off  even  further 
than  primary  prices,  and  Anaconda's 
fabricating  earnings  were  caught  in 
the  middle.  Things  got  so  bad  that 
despite  a  drop  in  uranium  production 
from  2,356  tons  in  1958  to  around 
700  tons  in  1963  and  thereafter— a 
result  of  the  Atomic  Energy  Commis- 
sion's stretch-outs — Anaconda's  ura- 
nium sales  remained  the  bedrock  of 
its  domestic  earnings  during  most  of 
the  early  Sixties. 

But  Anaconda's  problems  were 
more  basic  than  this.  Ever  since 
1957,  first  under  Clyde  Weed  and 
then  Charles  Brinckerhoff,  the  com- 
pany has  put  its  largest  efforts 
into  upgrading  the  profitability  of  its 
domestic  operations.  The  real  results 
are  yet  to  show,  but  over  the  next  few 
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Changeover. When  Charles  Brinckerhoff  (left)  becomes  head  of  Anaconda's 
powerful  executive  committee  next  month,  Jay  Parkinson  (center)  will  succeed 
him  as  chairman  and  chief  executive,  while  William  Quigley,  vice  presi- 
dent-finance, moves  up  as  vice  chairman.  The  three  reflect  the  studied 
diversity  of  Anaconda's  top  executive  talent:  Brinckerhoff  s  a  mining 
engineer  and  expert  on  Chile,  Parkinson  a  lawyer,  Quigley  an  accountant. 


years  they  almost  certainly  will.  Ana- 
conda has  already  begun  to  break 
free  from  the  conservatism  that  dec- 
ades of  one-man  rule  imposed  on  the 
company  and  has  emerged  as  by  far 
the  most  adventurous  and  imaginative 
of  the  industry's  Big  Three  producers. 
With  the  projects  the  company  already 
has  under  way  and  those  awaiting 
development  sometime  during  the 
Seventies,  Anaconda's  management 
has  been  slowly  laying  the  founda- 
tions for  a  different  and  vastly  more 
profitable  company. 

In  the  future,  Chile  will  almost  cer- 
tainly continue  to  raise  certain  ques- 
tions about  Anaconda's  prospects,  as 
Kuwait  does  about  Gulf  Oil's,  but 
Chile  will  no  longer  be  the  entire 
foundation  of  Anaconda's  prosperity. 

Mineral  Treasurehouse 

The  key  to  Anaconda's  U.S.  prob- 
lems is  called  Butte.  It  also  is  the 
name  of  Anaconda's  greatest  hope. 

Here  in  Montana  beats  the  heart 
of  Anaconda's  U.S.  operations — the 
great  mining,  smelting  and  refining 
complex  (see  box,  p.  31)  that  is  one 
of  the  largest  in  the  U.S.  Butte  had 
historically  been  a  high-grade  mining 
camp,  working  veins  of  5%  copper  ly- 
ing relatively  close  to  the  surface.  By 
the  end  of  World  War  II,  how- 
ever, Butte's  high-grade  copper  was 
running  low,  and  what  remained 
could  be  recovered  only  by  moving 
.  deeper  and  deeper  underground  at 
greater  and  greater  cost.  Butte's  prob- 
lem was  far  from  unique.  All  of  the 
U.S.'  high-grade  copper  reserves  were 
running  out,  and  the  industry  at  large 


turned  to  open-pit  mining  as  an  al- 
ternative— working  ores  yielding  1% 
copper  or  less,  and,  by  substituting 
machines  for  labor,  making  up  in  vol- 
ume what  it  could  no  longer  make 
in  grade. 

Anaconda's  initial  response,  how- 
ever, was  the  Greater  Butte  Project, 
a  $50-million  scheme  launched  in 
1947  for  mining  low-grade  under- 
ground reserves  by  the  block-caving 
method,  a  technique  that  promised  to 
afford  the  volume  economies  of  open- 
pit  mining  to  Anaconda's  underground 
operations.  By  the  late  Fifties,  how- 
ever, it  was  clear  that  the  Greater 
Butte  Project  was  a  failure.  At  Butte, 
it  cost  something  like  36  cents  to  pro- 
duce a  pound  of  copper,  nearly  twice 
what  it  did  at  Chuquicamata,  Ana- 
conda's great  Chilean  mining  com- 
plex, and  substantially  more  than  it 
cost  Anaconda's  domestic  open-pit 
mining  competitors. 

By  this  time  the  U.S.  copper  price 
had  fallen  into  the  low  30s  and 
below — and  stayed  there  until  1965 
— and  Butte's  losses  inevitably  began 
to  mount.  Anaconda  executives,  loyal 
to  a  fault,  don't  like  to  criticize  their 
predecessors.  But  even  they  concede 
that  the  Butte  project  was  a  costly 
bust.  "In  retrospect,  I'd  call  the 
Greater  Butte  Project  a  mistake,"  says 
Anaconda's  able  vice  president-fi- 
nance, William  E.  Quigley,  who  is 
slated  to  become  vice  chairman  next 
month.  "We  should  have  continued 
with  straight  vein  mining  and  then 
gone  to  the  open-pit." 

In  the  early  Sixties,  however,  Ana- 
conda began  the  long  and  expensive 
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inverting  Butte  to  open- 
g  and  in  the  process  aban- 
doned its  heavy  investment  in  the 
Greater  Butte  Project.  Doing  so  in- 
volved restructuring  most  of  Ana- 
conda's Butte  operation.  Instead  of 
shipping  Butte  ores  to  an  antiquated 
concentrator  25  miles  away,  Anacon- 
da built  a  new  concentrator  at  the 
edge  of  the  new  open  pit  to  upgrade 
0.7%  copper  to  perhaps  25%  or  30%, 
and  saved  $3.5  million  in  transporta- 
tion costs  alone.  But  the  price  was 
high.  In  a  decade,  Anaconda  spent 
more  than  $175  million  on  Butte  and 
its  ancillary  facilities. 

Bolstered  by  rising  prices,  Butte 
finally  moved  into  the  black,  and  in 
the  end,  management  insists,  the 
total  investment  will  pay  off.  "We 
look  for  something  incredibly  large," 
Chairman  Brinckerhoff  says,  and  talks 
about  increasing  the  capacity  of  the 
concentrator  from  40,000  tons  a  day 
to  60,000  and  even  70,000.  "We're 
doing  the  same  thing  in  Butte  that 
Kennecott  did  in  the  Utah  pit  [the 
U.S.'  lowest-cost  open-pit  mine],"  says 
Anaconda's  chief  geologist,  Vice  Presi- 
dent Vincent  Perry.  "So  our  costs  are 
moving  into  the  area  of  Kennecott 
or  Phelps  Dodge." 

Anaconda  executives  believe  that 
Butte's  full  potential  has  yet  to  be 
realized,  so  that  Anaconda's  facilities 
there  may  one  day  support  a  far  more 
extensive  operation  than  anything  en- 
visioned so  far.  Butte,  as  Anaconda 
executives  never  tire  of  repeating,  is 
the  great  mineral  treasurehouse  of  the 
North  American  continent.  "You  don't 
walk  away,"  says  Brinckerhoff,  "from 
the  greatest  mineralized  area  in  the 
country  and  say,  I  can't  do  anything 
with  it."  Adds  Perry,  "The  econom- 
ics, the  engineering,  the  technology 
of  how  it's  going  to  be  developed 
— they're  all  problems  we're  facing 
up  to  and  that  are  going  to  require 
all  our  best  efforts — to  get  the  mini- 
mum cost  and  the  maximum  produc- 
tion. This  is  one  of  our  great  jobs  for 
the  next  few  years." 

Anaconda's  management,   like 


the  prospectors  of  a  century  ago, 
fallen  victim  to  the  mystique  of  Butte? 
Anaconda's  competitors  sometimes 
wonder.  They  do  not  dispute  that 
Butte  was  once  what  Anaconda  still 
believes  it  to  be,  but  17  billion  pounds 
of  copper  have  already  been  taken 
out  of  the  area,  more  than  from  any 
other  mining  district  in  history,  and 
they  question  how  much  more  can  re- 
main. For  Anaconda,  however,  its  con- 
tinuing dedication  to  Butte  is  part  of 
its  general  approach  to  the  search  for 
new  mines.  "We  feel  that  new  mines 
may  yet  be  found  in  places  that  have 
produced  great  mines,"  Vincent  Perry 
says,  "and  that's  why  we've  concen- 
trated our  search  on  places  like  Butte, 
Arizona  and  the  Bingham  district  of 
Utah.  This  is  the  kind  of  thing  that 
will  yield  the  most  for  the  least  ex- 
penditure of  the  stockholders'  money." 

New  Mines,  Old  Districts 

As  Perry  points  out,  the  Anaconda 
strategy  works.  Take  Anaconda's  small 
but  highly  profitable  mine  at  Yering- 
ton,  Nev.  Most  geologists  thought  the 
Yerington  district  had  been  worked 
out  in  the  Twenties.  Anaconda  began 
investigating  the  district  in  1940, 
looking  not  for  the  traditional  out- 
croppings  of  high-grade  ores  but  for 
evidence  of  disseminated  mineraliza- 
tion— low-grade  ores  suitable  for 
open-pit  mining.  It  found  enough  ore 
to  justify  starting  to  put  Yerington 
into  production  during  the  Korean 
War.  Now,  as  the  result  of  its  continu- 
ing investigation  of  the  area,  it  is  find- 
ing evidence  of  far  greater  mineraliza- 
tion than  it  had  previously  anticipated. 
"There's  a  chance,"  Perry  says  care- 
fully, "that  Yerington  could  become 
a  much  larger  producer  than  it  has 
been  in  the  past."  Small  though  it  is, 
Yerington  is  one  of  the  U.S.'  lowest- 
cost  open-pit  mines. 

More  recently,  Anaconda's  explora- 
tion program  has  turned  up  the  El 
Salvador  and  Exotica  mines  in  Chile 
and  a  new  orebody  at  the  80-year-old 
Brittannia  Beach  mine  in  British  Co- 
lumbia. All  three  are  now  either  pro- 


ducing or  under  development.  It  also 
has  a  number  of  other  major  proper- 
ties still  on  the  shelf,  which  may  or 
may  not  prove  commercially  feasible. 
Among   them: 

•  Two  major  nickel  deposits,  one  . 
in  Australia,  which  Anaconda  will  de- 
velop in  partnership  with  Rio  Tinto- 
Zinc's  Australian  affiliate,  and  an 
enormous  low-grade  nickel-copper  de- 
posit near  Columbus,  Mont.,  that 
Perry  hopes  could  become  "an  opera- 
tion of  the  first  magnitude." 

•  A  major  molybdenum  deposit 
near  Tonopah,  Nev.,  which,  though 
far  smaller  than  Amax'  great  Climax 
mine,  will  at  least  rank  with  Moly- 
corp's  Questa;  and,  in  addition,  a 
copper-molybdenum  prospect  near 
Heddleston,  Mont. 

•  A  major  beryllium  prospect  in 
Utah,  possibly  the  largest  in  the  U.S. 

•  An  important  zinc  deposit  in 
New  Brunswick,  Canada,  whose  pros- 
pects depend  partly  on  the  future  of 
the  zinc  market. 

Anaconda's  most  important  new 
project — and  the  one  which  shows 
how  much  the  technological  and  capi- 
tal requirements  of  mining  have  es- 
calated in  recent  years — is  its  daring 
new  mine  at  Twin  Buttes,  Ariz.  This 
was  discovered  in  the  early  Sixties  in 
an  area  some  20  miles  south  of  Tuc- 
son that  had  not  been  worked  since 
the  late   1920s. 

Twin  Buttes'  reserves  are  enormous 
— 292  million  tons  of  ore  averaging 
0.88%  copper,  0.03%  molybdenum. 
The  orebody,  however,  was  buried 
under  a  460-foot  layer  of  gravel.  To 
get  at  it  Anaconda  has  launched  what 
is  probably  the  most  ambitious  min- 
ing project  in  history.  By  the  time 
the  mine  goes  into  production  next 
year  Anaconda  will  have  spent  four 
years  removing  some  400  million  tons 
of  overburden — half  as  much  as  was 
involved  in  building  the  Panama  Ca- 
nal— at  a  cost  of  more  than  $50  mil- 
lion. By  the  time  Twin  Buttes  reaches 
its  initial  60,000-ton-a-year  capacity 
in  1971,  Anaconda  will  have  spent 
$125  million  on  the  project — out  of 


ie.  Anaconda  first  got  into  the  lumber  business 

ago  because  it  needed  timbers  for  its  mines, 

ir/y  Sixties  set  up  a  separate  forest  products 


division  when  underground  mining  waned.  The  division 
now  grosses  around  $12  million  a  year,  produces  lumber, 
laminated    beams    and    prefabricated    homes    (below). 


Unless  you  happen  to  be  a  frog,  a  mole  or  a 
field  mouse,  you're  not  likely  to  notice  most  of 
the  products  AMSTED  Industries  makes.  Cast 
iron  pressure  pipe,  for  instance.  It  brings  water 
into  your  home  and  place  of  business.  And 
vitrified  clay  pipe.  It  carries  waste  away.  Not 
much  glamour,  but  plenty  of  essential. 

AMSTED  products  you  don't  see  are  gen- 
erally beneath,  behind,  and  in  back  of  some 
of  the  most  important  services  in  our 
economy.  And   because  what  we  make  is 


essential  to  utilities,  industries  and  the  rail- 
roads, we've  grown  to  36  plants  in  1  5  states 
and  Canada. 

During  a  recent  1 6-month  period,  we  diver- 
sified our  line  with  three  major  acquisitions 
that  added  $60  million  in  sales.  Sixty-five 
per  cent  of  our  business  is  now  in  non-rail- 
road products.  Total  sales  are  in  excess  of 

/Vmsted 


$230  million  a  year. 

Our  product  lines  include  such  essential 
items  as  machine  tools,  piston  pins,  roller 
chains  and  sprockets,  freight  car  trucks, 
railroad  wheels,  prefmished  coil  steel  and 
aluminum,  and  wire  rope. 

The  best  places  to  find  us  are  wherever  the 
nation  is  expanding.  Our  annual  report  tells 
you  about  it.  For  a  copy  write:  AMSTED 
Industries.  Dept.  F-l,  3700  Prudential  Plaza, 
Chicago,  Illinois  60601. 


INDUSTRIES 
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ual  total  of  well  over  $220 
in.  Anaconda  expects  it  to  be 
worth  the  price.  Because  of  its  enor- 
mous capital  costs,  Twin  Buttes 
will  not  be  as  low  cost  as  Yerington, 
but  its  direct  operating  costs  should 
be  the  lowest  in  the  U.S. 

Even  Twin  Buttes  accounts  for 
only  a  fraction  of  the  $900  million 
Anaconda  is  spending  between  1966 
and  1972  to  upgrade  and  balance  its 
worldwide  profits.  In  Chile  it  is  com- 
mitted to  spending  $190  million  to  ex- 
pand both  Chuquicamata  and  El  Sal- 
vador and  to  develop  the  new  Exotica 
mine — in  which  the  Chilean  govern- 
ment will  have  a  25%  interest.  In 
Peru  it  is  hoping  to  spend  an  initial 
$35  million  on  still  another  major 
new  mine,  Cerro  Verde,  a  project 
that  will  give  Anaconda  still  further 
geographical  diversification. 

Anaconda  is  thus  betting — and 
betting  heavily — on  the  future  of  cop- 
per. Management  is  convinced  of  the 
need  to  create  enough  reserve  capa- 
city to  eliminate  the  periodic  short- 
ages that  cost  the  industry  markets 
and  send  prices  skyrocketing.  That 
is  why  Anaconda  is  increasing  its 
capacity  50%  over  a  period  when 
world  capacity  is  expected  to  rise  by 
one-third.  Chairman  Brinckerhoff,  far 
from  being  worried,  wonders  whether 
even  that  will  be  enough. 

Anaconda  has  been  assuming  a 
4.5%  annual  increase  in  consumption 
over  the  years  ahead.  "But  what's 
this  magic  4%?"  Brinckerhoff  asks. 
"We  haven't  been  on  6%  for  years. 
But  if  you  take  between  6%  and  7%, 
you  get  in  a  position  where  the  so- 
called  surplus  of  1971-72  will  not  be 
a  surplus."  Brinckerhoff  and  Parkin- 
son believe  that  the  copper  price  will 
remain  somewhere  around  its  present 
42-cent-a-pound  level,  which  pro- 
vides a  very  nice  profit  indeed  on 
every  pound  that  Anaconda  can 
bring  to  market. 

The  Aluminum  Misadventure 

What  of  diversification?  Aside  from 
its  postwar  move  into  uranium,  Ana- 
conda's only  major  diversification  has 
Anaconda  Aluminum.  Until  re- 
cently this  has  been  at  best  a  modest 
ss.  Anaconda  got  into  the  busi- 
ness in  1955  with  a  60,000-ton  un- 
smelter  at  Columbia  Falls, 
Mont.  Ovi  the  years  Anaconda 
acquired  two  fabricating  outlets 
(Cochran  Foil  and  Amarlite),  and  its 
executives  talked  about  integrating 
backward  into  raw  materials,  but 
they  never  managed  to  do  so.  "We 
built  the  plant  without  the  prime 
material,"  Brinckerhoff  says.  "We 
went  down  to  Kaisci  and  bought  the 
prime    material,    and    they    made    a 


Handicap.  Anaconda's  Co- 
lumbia Falls,  Mont,  smelter 
produces  aluminum  billefs 
(above)  for  fabricating  else- 
where. The  plant  is  highly 
efficient,  but  it  is  remote  from 
markets    and    raw    materials. 


profit  out  of  it.  So  it  didn't  carry  its 
weight." 

Such  behavior  seems  perverse  in  a 
company  that  had  scrupulously  inte- 
grated in  copper  from  mine  to  con- 
sumer. Like  most  of  its  competitors, 
however,  Anaconda  had  the  copper- 
man's  skepticism  over  aluminum's 
prospects.  It  underestimated  alumi- 
num's extraordinary  market  potential, 
and  it  got  into  the  business  primarily 
because  aluminum  was  taking  over 
Wire  &  Cable's  high-voltage  utility 
cable  market — just  as  it  later  ac- 
quired Cochran  Foil  because  Ameri- 
can Brass  was  getting  competition 
from  aluminum  sheet.  In  short,  in 
diversifying  into  aluminum,  Anacon- 
da in  a  sense  did  not  enter  the 
aluminum  business  at  all,  it  merely 
extended  its  copper-fabricating  busi- 
ness. "If  you  had  the  thing  to  do  over 
again,  it  would  be  entirely  different," 
says  Finance  Vice  President  Quigley. 
"I'm  sure  it  would.  But  we've 
changed  the  concept  of  the  business. 
We've  got  an  aluminum  company 
now.  The  fellows  running  it  for  us 
want  to  sell  aluminum  to  push  copper 
out.   And   we   want   this   competitive 


activity  in  our  company." 

And  so,  over  the  past  three  years, 
Anaconda  has  finally  been  doing 
what  it  should  have  been  doing,  a 
decade  ago  if  it  wanted  to  be  in  the 
business.  It  is  getting  in  all  the  way. 
It  began  expanding  its  plant  to  its. 
maximum  capacity — to  100,000  tons 
in  1965  and  175,000  tons  by  this  year. 
At  a  cost  of  $38  million,  it  finally 
managed  to  secure  its  materials  by 
joining  Beynolds  and  Kaiser  in  build- 
ing an  alumina  plant  in  Jamaica, 
scheduled  to  go  into  production  next 
year — a  move  that  should  enable  Ana- 
conda for  the  first  time  to  earn  a 
decent  return  on  its  big  aluminum 
investment. 

Some  of  the  same  diffidence  has 
been  evident  in  Anaconda's  attitude 
toward  its  big  fabricating  subsidiaries, 
American  Brass  and  Anaconda  Wire 
&  Cable.  Anaconda  got  into  the  fab- 
ricating business  in  the  first  place 
because  it  needed  outlets  for  its  mine 
production,  and  it  has  stayed  in  the 
business  in  part  because  it  still  does. 
But  Brinckerhoff  denies  that  Anacon- 
da maintains  the  subsidiaries  simply 
as  outlets.  If  nothing  else,  they  give 
Anaconda  some  control  over  the  de- 
velopment of  copper's  markets.  "The 
fabricating  subsidiaries  have  got  to 
pay  their  way,"  Brinckerhoff  says, 
"and  they  do.  I  wouldn't  put  a  nickel 
into  a  plant  that  was  just  an  outlet." 

Yet,  though  they  have  paid  their 
way,  it  is  questionable  whether  they 
have  pulled  their  weight.  Neither  has 
lost  money,  but  earnings  over  most 
of  the  past  decade  have  been  disap- 
pointingly small.  Prices  have  been  the 
main  problem,  but  not  the  only  one. 
The  copper  industry  has  always  been 
mining-  rather  than  market-oriented, 
and  this  has  almost  invariably  rel- 
egated fabricating  to  a  secondary  role. 
Brinckerhoff,  a  mining  man  himself, 
admits  he  leaves  Anaconda's  fabricat- 
ing subsidiaries  to  a  vice  president  in 
manufacturing  and  concentrates  his 
attention  on  mining.  "This  is  where 
the  money  is,"  he  explains  simply. 

The  rub  is  that,  though  fabricating 
may  be  inherently  less  profitable  than 
mining,  as  the  records  of  unintegrated 
fabricators  like  General  Cable  and 
Essex  Wire  prove — and  the  two  are 
among  the  U.S.'  most  profitable  com- 
panies— it  doesn't  have  to  be.  But  in 
a  sense  the  independent  has  an  ad- 
vantage. If  he  fails  to  make  money 
on  fabricating,  he  has  nothing  else 
to  fall  back  on;  at  Anaconda  there 
are  always  those  mining  profits.  Ana- 
conda executives  are  vaguely  aware 
of  the  problem,  and  the  company  has 
spent  $108  million  over  the  past  five 
years  in  modernizing  and  expanding 
(Continued  on  page  31) 
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.  to  textile  mill,  to  manufacturer,  to  department 
store.  And,  as  it  goes,  transportation  adds  value  at 
very  stage  of  distribution,  from  raw  material  to  end 
use. 

Fruehauf  Corporation  is  the  world's  largest  single 
source  of  diversified  equipment  for  the  transporta- 
ion  of  goods  via  every  mode— road,  rail,  sea  and  air. 
This  isourconceptof  Total  Transportation.  Our  annual 
'eport  tells  more  about  our  vital  role  in  the  economy. 
A/rite  Fruehauf  Corporation,  Detroit,  Michigan  48232. 

Total  Transportation  means . . . 


railers  and  containers  for  every 
naginable  load 


tanks  for  liquid  and  dry  bulk 
cargoes 


refuse   collection    equipment- 
truck  bodies  and  trailers 


aluminum  hopper  railcars— and        engineering  and  manufacturing 
piggyback  units,  too  for  defense  and  government 
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dockside,    shipboard    and    rail 
container   handling    equipment 


in-plant    and    warehouse    ma- 
terials handling  systems 


new  ship  building  and  conver- 
sions to  container  ships 


Plus .  .  . 

coast  to  coast  trailer  and 
container  rentals  •  fi- 
nance for  terminals,  ware- 
houses, etc.  •  finance  for 
the  purchase  of  transpor- 
tation equipment  •  heavy 
industrial  weldments  • 
international  sales  and 
service  facilities 
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/VISIONS  Fruehauf      •      Independent  Metal  Products      •       Hobbs      •      Magor  Railcar      •      Transport  Investment 
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TheGrumpBug 


Remember  Scrooge? 

He  turned  out  to  be  a  pretty  nice  guy.  Once  he  saw  the  error  of  his  ways. 

That's  why  \  /e're  giving  away  extra  Grump  Bug  stickers  with 
every  shiny  new  I        louth  you  rent  from  Avis  this  month.  wdcr- 

So  you  can  stai    bugging  your  sourpuss  friends.  And  help 
straighten  them  out  for  the  holidays. 

Of  course,  we  also     ve  you  a  regular  set  of  stickers.  So  you 
can  bug  us,  too,  if  we  don't  measure  up. 

Why  are  we  trying  so  hard  to  improve  ourselves? 

Well,  everybody  kn<        vhat  Avis  wants  for  Christmas. 


Avis 


J  AVIS  REM  A  CAR  SV  STEM,  INC.  A  WORLDWIDE  SERVICE  OFE 


(Continued  from  page  26) 
the  fabricating  subsidiaries;  but  a  lot 
still  needs  to  be  done. 

All  these  moves  began  showing  up 
in  Anaconda's  profit-&-loss  statement 
'during  1966  when  earnings  hit  $5.99 
a  share,  nearly  double  the  average 
rate  of  the  mid-Fifties.  Strong  copper 
prices  certainly  helped,  but  they 
weren't  the  whole  story  by  any  means; 
Butte,  uranium  and  aluminum  all 
were  in  the  best  shape  in  years.  Last 


year's  and  this  year's  earnings  will 
be  well  below  the  1966  level  because 
of  the  devastating  1967-68  strike,  but 
with  copper  prices  remaining  high, 
1969  could  be  an  all-time  record. 

It  should  be  remembered,  too,  that 
Anaconda  maintains  the  most  con- 
servative books  in  the  industry — and 
boasts  of  it.  So  the  costs  of  its  current 
expansion  will  impose  a  heavy  bur- 
den on  earnings.  Even  so,  by  1972 
Anaconda  could  be  earning  more  than 


$8  a  share,  assuming,  of  course,  that 
copper  prices  hold  at  around  their 
present  levels  and  that  Chilean  pol- 
itics do  not  upset  the  apple  cart. 

And  assuming  that  the  current 
epidemic  of  "takeover  fever"  doesn't 
hit  Anaconda.  At  recent  prices  the 
total  market  value  of  its  22  million 
shares  is  about  $1.2  billion,  a  heavy 
load  for  anyone  to  lift.  But  its  stock 
sells  only  slightly  above  its  book  value 
of  $49.12  a  share  and  at  only  nine 
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Nobody  likes  paternalism  any 
more,  but  paternalism  is  something 
a  mining  company  like  Anaconda 
can't  avoid  even  if  it  wants  to. 
Mines — and  the  communities  they 
create  around  them — have  a  way 
of  turning  up  in  areas  remote  from 
the  rest  of  human  settlement.  In- 
evitably, in  Butte,  Mont,  and  in 
Chuquicamata,  Chile,  Anaconda  is 
the  primary  source  of  employment 
and  the  softest  touch  within  miles. 
even  getting  involved  in  building 
churches  in  Chuqui,  for  instance 
{right). 

Strictly  speaking,  Butte  is  not  a 
company  town — Anaconda  does 
not  actually  own  the  town  or  its 
businesses — but  the  town's  depen- 
dence upon  Anaconda  for  jobs, 
pay  rolls  and  taxes  is  nonetheless 
virtually  complete.  The  conse- 
quences are  serious  enough  during 
a  strike — last  year's  nine-month 
shutdown  cost  Butte  $16  million  in 
wages — but  they  are  nothing  be- 
side what  happens  when  the  mines 
begin  to  go  downhill.  And  that, 
ol  course,  has  been  Butte's  greatest 
problem  for  40  years  now. 

After  a  century  of  production, 
the  "richest  hill  on  earth,"  as  Butte 
was  once  known,  is  no  longer  the 
bonanza  it  once  was.  In  40  years 
Butte's  mine  employment  has 
dropped  by  nearly  three-fourths, 
its  population  by  half — to  under 
50,000 — and  Butte  has  inevitably 
decayed.  Its  massive  and  once  op- 
ulent buildings  look  as  grim  and 
forlorn  as  the  empty  crib  houses 
(brothels)  that  still  line  some  of 
its  alleys.  Its  patched  and  battered 
streets  undulate  across  the  collaps- 
ing stopes  of  abandoned  under- 
ground mines,  its  inhabitants  are 
moving  away  from  the  hill  and 
town  and  out  onto  the  flat.  What- 
ever future  the  town  has  depends" 
on  Anaconda.  "We  need  them," 
says  Mayor  Tom  Powers,  "but  they 
can  do  without  us." 


Pulling  out  is  the  last  thing 
Anaconda  has  in  mind  these  days. 
Its  expanding  Berkeley  open-pit 
mine  has  already  swallowed  the 
once-rowdy  neighboring  town  of 
Meaderville.  ("As  the  cut  came 
down  the  street,"  one  former  resi- 
dent recalls,  "the  bars  went  one  by 
one.  We  called  it  'bourbon  remov- 
al.' ")  The  pit  is  already  beginning 
to  eat  away  at  the  city  itself — Ana- 
conda has  acquired  35  city  blocks 
at  a  cost  of  $10  million. 

Butte  was  an  accident  of  mining 
history.  But  Chuquicamata,  Chile 
and  the  town  that  serves  it  were 
created  by  the  company  itself.  The 
richest  property  in  Anaconda's  pos- 
session, Chuqui  is  located  250  miles 
from  the  nearest  city  8,000  feet 
up  in  the  Andes,  in  the  middle  of 
the  Atacama  Desert.  To  provide 
for  its  workers,  Anaconda  had  to 
build  a  town  for  30,000  and  pro- 
vide not  only  housing  but  medical 
and  recreational  facilities  as  well. 
Chuqui's  inhabitants  now  have  the 
highest  standard  of  living  in  Chile. 
Chairman  Charles  Brinckerhoff 
says,  "When  you're  a  corporate 
citizen  of  another  country,  you 
have  to  provide  a  good  standard 
of  living  for  your  people."  And  not 
entirely  for  unselfish  reasons. 

Anaconda  is  the  largest  and  rich- 
est enterprise  in  the  country,  and 
in  its  pursuit  of  tax  revenues.  Chile 
has  rarely  hesitated  to  make  the 
most  of  it.  Anaconda  is  currently 
expanding  under  the  security  of  a 
20-year  agreement  with  the  middle- 
of-the-road  Frei  regime.  And  though 
Chile  is  one  of  the  most  stable  coun- 
tries in  Latin  America,  the  trend  in 
Latin  America  in  recent  years  has 
been  to  right-wing  military  dictator- 
ships, which  often  are  less  friend- 
ly to  the  U.S.  than  were  the 
democratic  regimes  they  have  over- 
thrown. Anaconda  has  a  good 
agreement  in  Chile,  and  it's  living 
there  like  a  good  neighbor,  but 
Chile  is  not  the  U.S. 
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That's  right.  Stenocord  representa- 
tives help  you  ease  into  a  better 
daily  communication  routine  through 
a  personalized  training  program.  We 
sell  a  system. ..and  the  tinest 
magnetic  belt  dictation  equipment 
around.  And  you  wouldn't  find  a  bet- 
ter verbal  composition  course  with  a 
free  dictating  machine  if  you  paid 
$125  more.  Here's  why: 

I.B.M $430. 

Dictaphone    $420. 

Stenocord   $295. 

Register  for  a  Stenocord  Verbal  Composition 
Course  today.  Have  the  teacher  come  to  your 
office 


Send  this  coupon  to:  F-1268 

Stenocord  Dictation  Systems 
3755  Beverly  Boulevard 
Los  Angeles,  California  90004 

Please  have  my  Stenocord  representative 
call  for  an  appointment. 

NAME 
COMPANY 


ADDRESS 


CITY 


STATE 


ZIP 
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'Pioneer  in  Magnetic  Belt  Dictation  Systems. 


ONSANTO: 


A  chemical  analysis 


Goodbody's  December  Monthly  Letter  presents  a  study  of 
Monsanto,  the  nation's  third  largest  chemical  company.  Our 
Research  Department  has  analyzed  the  background  and  the 
current  market  position  of  both  Monsanto  and  the  chemical 
industry  as  a  whole: 

For  a  complete  report  and  recommendation  on  this  com- 
pany, call  or  write  the  Goodbody  office  nearest  you  for  a 
copy  of  our  December  Monthly  Letter. 


Successful  investors  know  Goodbody 
Q       GOODBODY&  CO. 


EST.  1891  55  BROAD  STREET,  NEW  YORK 

Members  New  York  Stock  Exchange  and  Leading  Slock  and  Commod.ty  Exchanges 


100  Offices  Throughout   the  Nation 


times  1966  earnings.  Even  after  last' 
month's  $150-million  bond  offering, 
its  debt  ratio  is  a  relatively  modest 
26%,  while  its  depreciation  is  running 
at  more  than  $60  million  a  year.  Gulf 
&  Western  after  all  did  not  hesitate 
to  go  after  Sinclair,  or  Pennzoil  after 
American  Smelting  &  Refining.  Clear- 
ly the  hunters  are  after  bigger  game. 

"The  way  small  companies  have 
been  able  to  make  tender  offers  for 
much  bigger  companies  is  very  dis- 
turbing," Brinckerhoff  admits.  "I 
think  the  copper  industry  could  only 
be  hurt.  Because  what  would  they 
want?  Our  high  depreciation  that  we 
plow  back  into  expansion.  If  some- 
one else  got  hold  of  it,  it  might  be 
funneled  into  something  else.  Maybe 
Grape  Nuts." 

Under  the  circumstances  Anaconda 
is  almost  refreshingly  old-fashioned. 
"If  we  had  planned  our  price/earn- 
ings ratio  as  we've  planned  some 
other  things,"  Jay  Parkinson  says, 
"we  could  have  had  a  price/earnings 
ratio  that  would  delight  the  analysts. 
But  this  is  a  company  whose  execu- 
tives have  thought  it  more  important 
to  spend  money  on  the  accumulation 
of  things  that  we  might  not  have  a 
second  chance  to  get.  I  think  that's 
damned  good  business  from  the  stock- 
holders' viewpoint.  To  do  this,  you 
have  to  sacrifice  some  things  for  others." 

And  Parkinson  points  to  the  tre- 
mendous assets  that  exist  indepen- 
dently of  any  one  year's  earnings  or 
of  the  stock  market.  "Believe  me,"  he 
says,  "you  don't  go  out  and  acquire 
35%  to  40%  of  the  world's  copper  for 
nothing."  Knowing  the  value  of  what 
the  company  owns,  management  is 
well  aware  that  covetous  eyes  are  on 
the  company.  They  have  taken  pre- 
cautionary measures.  On  Anaconda's 
board  sit  representatives  of  four  very 
powerful  institutions:  First  National 
City  Bank,  Chase  Manhattan  Bank, 
Metropolitan  Life  and  Wall  Street's 
Brown  Brothers,  Harriman. 

There  are,  moreover,  indications 
that  Anaconda  has  at  least  kept  open 
channels  of  communications  with  po- 
tential merger  partners  that  manage- 
ment considers  rich  and  respectable 
enough  for  Anaconda.  One  mentioned 
in  the  rumors  is  a  fabulously  rich  di- 
versified railroad  company.  "We've 
never  gotten  to  the  point  where  we've 
had  a  firm  negotiation  develop,"  is 
the  way  Financial  Vice  President  Bill 
Quigley  puts  it,  "but  mutuality  of 
interest  and  the  possibility  of  merger 
with  others  have  been  discussed  on 
several  occasions." 

Whatever  happens,  Anaconda's 
management  is  determined  that  the 
plans  it  so  carefully  laid  will  not  bear 
fruit  for  someone  else.  ■ 
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Introducing 
the  annuity 
everyone's 

going  to  copy. 

It  rises  with  the  cost  of  living. 


We  call  it  the  Occidental  Cost-of- 
Living  Annuity.  It's  the  only  annuity 
available  directly  to  individuals  and 
based  on  the  government's  Consumer 
Price  Index  (instead  of  the  stock  market). 
The  price  is  determined  solely  by  the 
annuitant's  age,  sex,  and  the  amount  of 
income  he  wants. 

Here's  how  it  works.  Suppose  a  man  is 
60.  And  he  buys  this  new  Occidental 
annuity  policy,  paying  him,  say,  $100 
a  month. 

Next  year,  the  Consumer  Price  Index 
jumps  3%.  Okay,  so  does  his  annuity. 
He's  now  getting  $103  a  month. 

And  as  long  as  the  Consumer  Price 
Index  keeps  rising,  his  annuity  does,  too, 
up  to  a  limit  of  3%  per  annum.  In  other 
words,  $100  a  month  this  year,  $103  a 
month  next  year,  $106  a  month  the  fol- 
lowing year,  etc.  (In  15  years  it  could  be 
$145  a  month.) 


If  the  Consumer  Price  Index  should 
drop,  his  annuity  would  drop  accord- 
ingly, but  never  below  that  original  $100 
a  month.  (He  can  also  convert  to  a  fixed 
annuity  later  if  he  wishes.) 

We  expect  that  before  long,  other  in- 
surance companies  will  get  brave  and 
come  through  with  annuities  to  individ- 
uals, based  on  the  Consumer  Price  Index. 

When  they  do,  don't  forget  that  Occi- 
dental kicked  the  door  open. 

Write  Occidental  Life,  Dept.  C,  Los  Angeles,  Calif.  90054. 

I — ——————.—..—  —.—  — 1 

Occidental  Life 


of  California 


T 


A  Member  of 
Transamerica  Corporation 


For  full  information,  send  for  this  free  brochure:  "The 
Occidental  Cost-of-Living  Annuity." 

Mail  to: 

Occidental  Center,  Dept.  C,  Los  Angeles  90054. 

Name 


Address- 
City 


Street 

_State- 


-Zip_ 
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Bull  Market  in  Thievery 

The  boom  in  Wall  Street  has  kicked  off  a  parallel  boom  in  the 
stealing  of  securities,  and  there  is  not  much  brokers  can  do  about  it. 


Wall  Street  is  doing  everything 
possible  to  keep  it  quiet.  Only  now 
and  then  does  an  obscure  story 
appear  in  the  newspapers  about 
it.  Even  that  makes  Wall  Street  wince. 
The  brokerage  houses  don't  want  cus- 
tomers to  know  what  is  happening. 
It  wouldn't  be  good  for  business. 

Still,  the  fact  remains — and  the 
brokers  will  admit  it  privately  when 
pressed — that  a  crime  wave  is  sweep- 
ing The  Street.  It  started  about  three 
years  ago.  Since  then,  men  (and 
women,  too)  have  stolen  tens  of  mil- 
lions of  dollars  worth  of  stocks  and 
bonds  from  the  back  rooms  of  the 
brokerage  houses.  Members  of  the 
1st  Detective  Squad  of  the  New  York 
City  Police  Department  (the  squad  in 
charge  of  Wall  Street)  believe  the 
thefts  may  now  total  as  much  as  $20 
million  a  year.  They  can  only  guess; 


they  can't  know  for  sure,  because, 
they  complain,  brokerage  houses  fre- 
quently will  keep  a  theft  secret  even 
from  them.  The  brokers  will  disclose 
it  only  to  the  insurance  company  that 
covers  them.  The  insurance  compa- 
nies concur  in  this  policy  of  silence. 
Questioned  recently  about  a  substan- 
tial theft  last  year  from  Newburger, 
Loeb  &  Co.,  a  spokesman,  Andrew 
Newburger,  replied:  "Our  insurance 
company  doesn't  want  us  to  make  any 
comment  of  any  kind  about  this  mat- 
ter, so  I'll  have  to  beg  off." 

The  Investors  Don't  Lose 

The  investors  lose  nothing  since  the 
brokerage  houses  are  insured.  The 
brokers  have  to  pay  higher  insurance 
rates,  but  this  does  not  appear  to 
bother  them  nearly  so  much  as  the 
possibility    of    publicity.    Rightly    or 
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IMPORTANT  NOTICE  TO  BROKERS 

STOLEN  SECURITIES 
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INSURANCE  BY  NORTH  AMERICA 


lew  tarfc  OMic« , - 
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January  17,  1967 


This  will  supplement  and  revise  our  previous  Notice  of  November  9,  1966.    The 
following  Bonds  and  Securities  have  been  found  missing  from  the  premises  of 
ttMHptolBttMM    Please  note  we  have  made  certain  revisions  and  added 


other  Federal  Agency  Bonds, 


LIST  OF  MISSING  BONDS  AND  SECURITIES 


Total 
Value 

X     $100,000 

y^   $100,000 

J  $100,000 
X  $100,000 
X  $100,000 
$100,000 


U.  S.  Treasury  Bearer  Bond 
3  1/2%  Due  11/15/88  with 
11/16/98  A.  8.  C.  A. 


U.  8.  Treasury  Bearer  \ 

Bond  3  1/2%  Due  11/15/98      v 
with  11/15/66  A.  S.C.  A. 


U.  S.  Treasury  Bill 
Due  1/12/67 

U.  S.  Treasury  Bill 
Due  1/12/67 


Bond  Numbers 

.A/"/*/ 
12309 X  f^"*  3*<rt.. 


4182  -i/iS/lf 
6911201        ' /'•  A  ' 

0  si  f  A I 


\ 


.  •.<«#*    ^.7062429 


%' 


V.  S.  Treasury  Bills 
Due  12/8/66,  50M  each 

for  Cooperatives 
Debentures  5. 40%  Due 
U/l/08  dated  6/1/66 


•l/l  CM54346 
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wrongly,  they  fear  that  publicity 
might  frighten   investors. 

Stealing  securities  is  just  about  as 
old  a  form  of  theft  as  stealing  money.- 
However,  says  Lieutenant  Robert 
Coleman,  who  commands  the  1st  De- 
tective Squad,  the  Mafia  has  moved 
into  Wall  Street,  and  what  previously 
was  an  unorganized  form  of  theft 
is  now  big  business.  In  the  past  a 
clerk,  desperately  in  debt,  grabbed  a 
handful  of  stocks  or  bonds  and  at- 
tempted to  sell  them.  Usually  he  was 
caught  within  a  few  days.  The  Mafia 
has  changed  all  that,  Lieutenant  Cole- 
man says.  In  the  past  two  years  the 
Mafia  has  made  the  stealing  of  stocks 
and  bonds  so  highly  organized  that 
both  the  brokerage  houses  and  the 
insurance  companies  that  protect 
them  against  loss  are  becoming  the 
desperate  men. 

What  makes  this  possible  is  the 
great  volume  of  trading  on  the  New 
York  and  the  American  Stock  ex- 
changes. With  15-million-share  days 
a  commonplace,  the  brokerage  houses, 
as  everybody  knows,  are  far  behind 
in  paperwork.  The  back  room  of  every 
brokerage  house  is  stuffed  with  tens 
of  millions,  hundreds  of  millions  of 
dollars  worth  of  securities,  stacked  on 
the  floor,  stacked  on  desks  and  tables, 
stacked  on  filing  cabinets.  Nobody 
really  knows  what's  there. 

The  brokerage  houses  simply  can- 
not find  enough  people  to  record  and 
file  the  securities. 

For  the  Mafia  every  back  room 
in  Wall  Street  has  become  a  potential 
gold  mine. 

Just  consider  this:  If  a  man  work- 
ing in  a  back  room  has  larceny  in 
his  soul,  what's  to  prevent  him  from 
picking  up  a  handful  of  securities, 
putting  them  in  his  pocket  and  walk- 
ing out  with  them  after  work?  Very 
little.  The  brokerage  houses  do  have 
detectives  prowling  the  back  rooms, 
but  they  can't  be  everywhere  at  once. 
Who  will  know  the  securities  have 
been  stolen?  Considering  the  backlog 
of  paperwork,  nobody;  not  for  a 
month  or  even  two  or  three. 

The  Loan  Sharks'  Role 

The  police  say  a  high,  though  not 
a  top,  Mafia  figure  is  involved — Car- 
mine Lombardozzi,  a  squat,  white- 
haired  man  of  55  with  a  long  record 
of  arrests.  (He  was  among  those 
nabbed  at  the  famous  Appalachian 
conference  of  the  Mafia  in  1957.) 
This,  the  police  say,  is  how  the  Mafia 
operates: 

A  youngster  working,  say,  in  a 
garage  for  $125  a  week  borrows 
$1,000  from  a  loan  shark,  interest 
20%  a  week,  1040%  a  year.  He  falls 
behind  in  his  payments.  The  loan 
shark  says:   "OK,   now  you  owe  me 
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What  in  the  world 
is  your  problem? 

Need  a  highway?  Or  a  design  for  a 
bridge  across  the  Orinoco,  or  a  tunnel 
through  a  Pennsylvania  mountain, 
or  a  complete  steel  plant  in  Illinois, 
or  a  100  car  coal  train  that'  11  unload 
in  15  minutes? 

A  fleet  of  truck  trailers,  or  marine 
containers,  a  new  shipping  port, 
a  1200- foot  chimney  in  West  Virginia, 
or  a  petrochemical  complex  in  Iran? 

A  railroad,  or  highly  sophisticated 


%<^H 
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high-output,  low-cost  fertilizer 
plant  or  oil  refinery? 

We  can  do  them  all.  We  consult,  we 
research,  we  design,  we  build,  as  little 
or  as  much  as  you  need  and  want.  And 
we're  available.  We're  even  in  the 
rent-a-car  business  in  case  you  have  a 
few  million  bushels  of  rail  cargo  to  ship. 

These  are  some  of  the  basic  problems 
we  solve.  There  are  others  we're  looking 
at  with  a  cool,  scientific  eye  ....  and  a 
basic  discontent  with  things  as  they  are. 
And  we're  looking  all  over  the  world 
from  Basrah  to  Boston  .  .  . 
and  back  again. 

Solving  problems  of  supply  and 


profit  that  may  not  even  become  critical 
for  years.  We're  solving  them  now. 

Even  if  you  don't  quite  know  what  in  the 
world  (or  where)  your  problem  is  .  .  . 


Pullman  Incorporated 

200  South  Michigan  Avenue.  Chicago.  Illinois  60604 

Engineering  /Construction  Divisions 

THE  M.  W.  KELLOGG  COMPANY 
SWINDELL-DRESSLER  COMPANY 

Transportation  Equipment  Divisions 

PULLMAN  STANDARD 
TRAILMQ8ILE 


Will  you  love  it  in  December 
as  you  did  in  May? 

Just  ask  the  guy  who's  been  flying  one  for  a  while.  He'll  tell  you  all  about 

the  Fan  Jet  Falcon's"  speed,  comfort,  range,  extraordinary  utility— and  all  that. 

And  he'll  probably  bring  up  another  matter,  too. 

Residual  value.  The  way  Falcon  tenaciously  holds  its  value  only  stands  to  reason. 

After  all,  its  design  life  is  three  times  that  of  the  closest  competition. 

Not  only  is  it  the  most  advanced  business  jet  in  the  sky,  but  as  design  improvements 

are  made,  they  are  "retrofittable"  to  the  classic  airframe  of  existing  Falcons. 

Which  means  your  Falcon  is  never  out  of  date.  Is  that  why  Falcon  outsold 

every  other  business  jet  last  year,  three  to  one? 

Get  a  demonstration  of  what  Falcon  can  do  for  your  business. 
Just  write  Business  Jets,  Division  of  Pan  Am",  Pan  Am  Building, 
New  York,  N.Y.  10017. 


FAN 


£. 


FALCON 

THE  BUSINESS  JET  THAT'S  BACKED  BY  AN  AIRLINE 


$2,000."  If  the  youngster  protests, 
he's  dead.  The  youngster  falls  behind 
*  in  his  pa\ments  again.  The  loan  shark 
says:  "Now  you  owe  me  $3,000." 

The  kid  obviously  can't  pay.  So 
now  the  loan  shark  tells  him:  "Get 
a  job'«in  a  brokerage  house." 

According  to  Lieutenant  Coleman, 
his  men  have  spotted  several  employ- 
ment agencies  to  which  the  loan 
sharks  prefer  to  recommend  vic- 
tims. Says  Detective  Ben  Rhoades: 
"We're  not  saying  these  employment 
agencies  are  in  with  the  Mafia.  All 
we  know  is  that  most  of  the  kids  we 
grab  come  from  them." 

The  loan  shark  now  says:  "Steal 
half  a  million  dollars  worth  of  Trea- 
suries." 

It's  as  easy  as  breathing. 

The  loan  shark  calls  a  higher-up 
in  the  Mafia,  who  calls  a  higher-up, 
who  calls  a  still  high*  -up.  The  top 
Mafia  men  themselves  not  only  don't 
handle  the  securities,  they  never  even 
see  them.  That's  why  the  1st  Detective 
Squad,  the  New  York  Citj  District 
Attorney's  office  and  the  Federal  Bu- 
reau of  Investigation  have  never  been 
able  to  nab  Lombardozzi.  (The  FBI 
particulaiK     dislikes    him    because    in 

1964  Ins  brother  slugged  an  FBI  man.  I 

From   Securities   to   Cash 

The  Mafia  has  a  variety  of  ways 
of  converting  the  securities  into  cash. 
Bj  far  the  most  lucrative  one  is  get- 
ting a  businessman  with  an  impec- 
cable reputation  to  borrow  money  on 
the  securities. 

Not  long  ago  the  U.S  Attorney's 
office  in  New  York  arrested  six  men, 
who  have  since  been  indicted,  on 
charges  of  attempting  to  fence 
$350,000  in  blue  chips  stolen  from 
a  Wall  Street  brokerage  bouse.  One 
of  the  six  was  described  by  The  New 
York  Times  as  "a  socially  prominent 
lawyer  ot  Atlanta,  who  teaches  at  the 
Woodrow  Wilson  Law  School  there"; 
another  as  "an  investment  broker"; 
a  third  as  a  "mortgage  broker." 

According  to  U.S.  Attorney  Robert 
XI.  Morgenthau.  the  securities  were 
stolen  about  a  year  ago  from  Francis 
I.  du  Pont  &  Co.  Somehow,  the  Gov- 
ernment charges,  they  came  into  the 
possession  of  a  man  named  Tobias 
Cohen,  who  got  in  touch  with  a  real- 
estate  counselor  in  Asheville,  N.C. 
named  Fred  L.  Seely,  who  got  in 
touch  with  a  real-estate  operator  in 
Dunwoody,  Ga.  named  Joseph  W. 
Rickett,  who  got  in  touch  with  the 
other  three  defendants. 

Assistant  U.S.  Attorney  James  D. 
Zirin  says  the  men  sold  $60,000 
worth  of  the  securities  through  a 
bank  in  the  Bahamas  for  $50,000. 
Then,  the  lawyer,  Robert  A.  Black- 
wood,   and    the    investment    broker, 


Robert  S.  Walker,  flew  to  Zurich  with 
the  other  $290,000  worth  and  opened 
a  numbered  account  at  a  bank  which 
they  asked  to  dispose  of  the  securi- 
ties for  them.  Walker  returned  to  the 
U.S.,  but  Blackwood  remained  in 
Zurich  for  the  consummation  of  the 
sale.  Unfortunately  for  him  and  the 
others,  says  Zirin,  du  Pont  &  Co.  by 
then  had  already  discovered  the  theft. 
Blackwood  was  arrested  by  the  Zurich 
police;  the  others  by  the  FBI. 

Du  Pont  refuses  to  discuss  the  case. 
A  spokesman  declared:  "We've  been 
asked  by  the  FBI  not  to  discuss  it 
because  it's  not  yet  closed."  Says 
Coleman:  "There's  nothing  remark- 
able about  seemingly  respectable  law- 
yers and  businessmen  getting  caught 
with  stolen  securities.  We've  picked 
up  men  who  seemed  even  more  solid 
than  the  men  in  this  case.  We  once 
caught  a  bank  vice  president  at- 
tempting to  cash  in  half  a  million 
dollars  worth  of  stolen  Treasury  bear- 
ers'   bonds." 

How  can  the  Mafia  get  such  men 
to  work  for  them?  "The  same  way 
they  get  young  people  to  steal  for 
them,"  says  Sergeant  Tom  Dolan. 

"You're  an  otherwise  respectable 
businessman,  but  you  like  fast  women 
and  you  like  to  gamble,"  says  Cole- 
man. "You  get  so  deeply  into  debt 
you  have  to  borrow  from  a  loan  shark. 
You  can't  pay.  Now  they've  got  you. 
Either  you  do  what  they  say  or  they'll 
kill  you.  It's  as  simple  as  that." 

Says  Rhoades:  "You  don't  have  to 
borrow  money  directly  from  the  mob. 
You  borrow  it  from  another  business- 
man and  give  him  a  note.  You  can't 
pay  him;  he  sells  the  note  to  a  mem- 
ber of  the  mob;  and  they've  got  you." 

Risky,    but    Not    Very 

The*  customary  practice  is  for  the 
businessman  to  use  the  securities  as 
collateral  on  a  loan  from  his  bank 
and  turn  over  the  money  to  the  Mafia. 
The  businessman  runs  a  risk,  of 
course:  The  theft  may  already  have 
been  discovered;  the  insurance  com- 
pany may  have  sent  out  a  flyer  (for 
an  example,  see  p.  34)  listing  the 
stolen  securities;  the  bank  may  check 
the  securities  with  the  transfer  agents. 
However,  the  risk  is  minimal  if  the 
businessman  takes  out  the  loan  im- 
mediately after  the  securities  have 
been  stolen.  Given  the  amount  of 
paperwork  in  the  brokerage  houses, 
the  odds  are  the  theft  would  not  yet 
have  been  discovered.  If  the  busi- 
nessman keeps  up  the  interest 
payments  on  his  loan,  he's  safe.  The 
bank  may  never  look  at  the  securities 
again. 

"The  mob  rarely  uses  New  York 
banks  nowadays,"  says  Coleman.  The 
New  York  banks  have  been  stuck  so 


Fiberglass 

HATTERAS 


Owners  of  wood  boats  are  usually 
surprised  at  the  roominess  of  the 
Hatteras.  Molded  reinforced 
fiberglass  construction  eliminates 
beams,  ribs  and  frames.  So  all  of 
the  inside  is  usable.  Write  for 
the  name  of  nearest  dealer.  For 
portfolio  of  color  literature,  en- 
close $1.00.  Send  to  2317  Kivett 
Drive,  High  Point,  N.C.  27261 
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HatterasYacht 

Division  of 

North  American  Rockwell 
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Jacket 
Water 


y? 


YOUNG  RADIATOR  COMPANY 

General   Offices:    Racine,   Wisconsin   53403 

Radiators  ■  Heal  Exchangers  •  Oil  Coolers  •  Unit  Heateis 
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ASSETS   OVER    $410   MILLION 


GIVE  YOUR 
SAVINGS... 


Double  Safety 

A  Accounts  insured  to  $15,000 
by  the  Federal  Savings  and 
Loan  Insurance  Corporation. 

Q  One  of  the  highest  reserve 
ratios  in  the  nation. 

Plus  highest  dividends  com- 
pounded daily  from  date  in 
—  to  date  out. 


% 


per  annum 
current  rate 


Equal  to  5.13%  per 
annum  when  principal 
and  dividends  remain 
one  year 


Bonus  Accounts  earn  an  added    /}  /o 
per  year  when  held  36  months 
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One  Gift  Works  Many  Wonders 


GIVE  THE  UNITED  WAJ 


PnctoconlrlbultdDy  Danl.1  J  Rtnsonott 


many  times,  they've  become  wary. 
They  check  with  the  transfer  agents. 
Out  of  town  and  in  Canada,  they  rare- 
ly check.  It's  too  much  trouble.  A  man 
hands  you  a  batch  of  securities.  You 
may  have  to  check  with  150  transfer 
agents.  It  really  doesn't-  seem  worth 
the  effort." 

If  the  Mafia  can't  find  a  respect- 
able businessman  to  convert  the  se- 
curities into  cash,  it  will  wholesale 
them.  The  mob  will  pass  the  word 
that  someone  has  stolen  securities  for 
sale.  Says  Coleman:  "The  Mafia  has  a 
ready  market  for  them,  somewhere 
between  200  and  300  people.  Some 
of  them  are  disbarred  lawyers;  some 
of  them  are  lawyers  just  this  side  of 
disbarment.  They're  not  really  mem- 
bers of  the  mob;  they're  on  the 
fringes.  They'll  pay  anywhere  from 
10%  to  90%  of  the  market  value,  de- 
pending on  the  type  of  security." 

These  men  operate  all  over  the 
world.  They  will  go  into  a  town,  say, 
in  the  Midwest  and  establish  an 
identity  under  an  assumed  name. 
They  will  open  an  account  at  a  bank 
and  one  at  a  brokerage  house.  Once 
they  have  established  themselves,  they 
will  purchase  a  batch  of  stolen  securi- 
ties and  cash  them  in.  Sometimes  they 
will  use  them  as  collateral  on  a  loan 
from  the  bank.  Sometimes  they  will 
forge  a  transfer  agent's  stamp  and  sell 
them  through  the  brokerage  house. 
Then  they'll  disappear — only  to  turn 
up  elsewhere  under  another  name. 

"They'll  even  use  the  securities  to 
buy  into  a  business,"  says  Dolan. 
"Some  time  ago  the  Pennsylvania 
state  insurance  board  discovered  that 
the  Mafia  had  bought  into  an  in- 
surance company  there  with  $1  mil- 
lion worth  of  stolen  securities."  Says 
Rhoades:  "There  must  be  thousands 
of  parcels  of  real  estate  around  the 
country  that  were  bought  with  stolen 
securities  as   collateral." 

Initiative    Doesn't    Pay 

It  doesn't  pay  for  anyone  in  the 
underworld  to  steal  or  sell  securities 
on  his  own.  The  Mafia  demands  a 
piece  of  the  action  or  else.  Two  years 
ago  a  young  Brooklynite  named  Rich- 
ard (Ricci)  LoCicero  got  a  job  as  a 
messenger  for  a  brokerage  house  de- 
spite a  long  record  of  trouble  with 
the  law.  One  day  he  reported  to  the 
1st  Precinct  that  two  men  had  robbed 
him  of  $386,000  in  securities  that  he 
delivering  to  another  brokerage 
house.  Knowing  his  record,  the  police 
knew  he  was  lying.  Then  arrested  him, 
two  of  his  uncles  and  three  other  men, 
and  the  District  Attorney's  office  took 
him  before  a  grand  jury  for  question- 
ing. Two  days  later  he  was  found  dead 
with  over  125  stab  wounds.  Several 
months  alter  that  his  grandfather  was 


Key  Man?  The  police  know 
Carmine  Lombardozzi  well, 
for  they  have  been  arresting 
him  on  one  charge  or  another 
since  1929:  vehicular  homi- 
cide, burglary,  gambling,  ab- 
duction, rape.  They  believe- 
but  can't  prove— he's  the 
Mafia's   man   in   Wall  Street. 


machine-gunned  to  death. 

Why?  "We  don't  know,"  says  Cole- 
man, "but  we  can  surmise.  He  didn't 
talk.  That's  certain.  Then  why  kill 
him  and  kill  his  grandfather?  And 
why  stab  him  over  125  times?  That's 
unnecessary  unless  you  want  to  make 
a   point. 

"We  believe  the  point  was  this: 
Like  us,  the  Mafia  knew  that  nobody 
had  stolen  the  securities  from  Ricci; 
that  someone  in  his  family  had  them. 
They  asked  members  of  the  family — 
and  these  people  lied  because  they 
didn't  want  to  give  the  Mafia  a  cut. 
When  we  arrested  the  two  uncles, 
the  Mafia  had  proof  the  family  lied. 
So  they  killed  Ricci  and  his  grand- 
father to  show  other  wise  guys  that 
it  doesn't  pay  to  hold  out  on  the 
Mafia." 

It's  all  a  strange,  wild  story,  a 
backlash  from  Wall  Street's  almost 
incredible  prosperity.  However  much 
Wall  Street  would  like  to  play  it 
down,  it's  all  there  in  the  files  of 
Manhattan's  Wall  Street  squad.  ■ 


38 


FORBES,  DECEMBER  15,  1968 


Kodak  introduces  the 
easier  way  to  fast  printout 

for  EDP  users. 


Here's  a  simpler  approach  to  computer  printout  at 
speeds  compatible  with  third-generation  computers— the  new  compact, 

KODAK  KOM-90  Microfilmer.  This  electronic  computer 
output  microfilmer  is  twenty  times  faster  than  conventional  line  printers. 

And  because  of  its  simplified  Job  Setup  Control  Card— and  other 
operating  features— it's  easier  to  use  than  any  other  method  of  printout. 

"The  easier  way." 


■  The  time  has  come  to  up- 
grade EDP  printout  speed 
to  match  EDP  systems  effi- 
ciency—and there's  no  easier 
way  to  do  it  than  with  the 
new  KODAK  KOM-90  Mi- 
crofilmer. 

It  converts  magnetic  tape 
data  into  plain  language  on 
microfilm  — at  the  rate  of 
90,000  characters  a  second. 
(That's  20,000  lines  a  min- 
ute.) 

Registration  of  character 
images  is  sharp  and  clear— 
and  preprinted  forms,  such 
as  report  forms,  can  be  super- 
imposed  on  the  film  with 
precise  registration. 

The  need  for  operator  de- 
cisions is  minimized.  Setup 
is  simplified  by  the  use  of  a 
Job  Setup  Control  Card 
which  formats  the  printout 
automatically.  This  reduces 
setup  time  and  costs  required 
for  new  jobs. 

Even  more  important,  in 
the  long  run,  is  the  fact  that 


through  the  use  of  sophisti- 
cated, compatible  Recordak 
Microfilm  equipment  and 
coding  techniques,  all  data- 
including  source  documents 
on  microfilm  as  well  as  EDP 
data— can  be  retrieved  at  the 
touch  of  a  button. 

In  sum,  we  have  the  soft- 
ware and  the  hardware  for 
you  to  simplify  the  way  to 
fast  printout  of  EDP  data. 

And  to  print  it  out  in  a 
form  that  gives  you  the  capa- 
bility of  push-button  data 
retrieval  in  seconds.  And  we 
have  the  Kodak  EDP  experi- 
ence and  microfilm  systems 
experts  to  back  up  our  equip- 
ment. 

We've  also  got  the  people 
who  talk  the  EDP  language. 
Get  in  touch  with  them... 
today.  And  ask  about  the 
easier  way  to  fast  printout. 

Eastman  Kodak  Company, 
Business  Systems  Markets 
Division,  Department  A  A-12, 
Rochester,  New  York  14650. 


KODAK  KOM-90  Microfilmer. 
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"If  You  Quit,  I'll  Sue 


// 


Slavery  may  be  illegal,  but  so  may  be  taking  your  company's  se- 
crets with  you.  Problem  for  the  courts:  Where  to  draw  the  line. 


Time  was  when  an  executive  could 
simply  walk  into  the  boss's  office,  give 
notice  and  leave  for  a  better  job.  The 
boss  might  fuss.  The  boys  might  gripe 
about  kicking  in  for  another  farewell 
lunch,  but  of  course  it  would  be  good- 
natured  griping.  For  quitting  to  get 
ahead  has  always  been  part  of  the 
American  way  of  business. 

It  still  is — but  with  a  big  differ- 
ence. The  boss  may  not  just  mutter 
goodbye  and  good  riddance.  He  may 
sue  the  man.  It's  happening  all  over 
the  country  today. 

Companies  no  longer  are  simply 
letting  employees  move  to  greener 
pastures.  Using  legal  action,  they  are 
going  after  them  as  if  they  were  de- 
fectors climbing  the  Berlin  Wall. 

What  do  these  companies  think 
their  employees  are?  Slaves?  Inden- 
tured labor?  Serfs?  Actually,  it's  not 
that  simple.  There's  more  at  stake 
here  than  neo-feudalism  or  corporate 
arrogance.  Day  by  day  business  gets 
to  be  less  a  matter  of  balance  sheets 
and  machinery  and  more  a  matter  of 
people.  Lose  key  people  and  a  busi- 
ness risks  losing  everything. 

"But  until  recently,"  says  one 
prominent  corporation  lawyer,  "many 
companies  would  not  go  to  court  be- 
cause, to  establish  wrongdoing  or  a 
breach  of  faith,  they  might  be  forced 
to  disclose  more  information  than  the 
defecting  employee  carried  off  in  his 
head."  Also,  they  feared  being  cast 
as  feudal  lords.  But  now  more  and 
more  companies  act  as  fast  as  possible 
to  get  a  restraining  injunction,  risking 
a  few  revelations  to  prevent  a  com- 
petitor from  getting  an  edge  it  may 
never  get  back  or,  at  least,  to  dis- 
courage further  raiding  and  defecting, 
torola,  Inc.  put  the  spotlight  on 
development  last  August  when 
it  filed  surt  against  eight  key  execu- 
te semiconductor  division  for 
leaving  en  masse  to  join  Fairchild 
Camera  &  Instrument  Corp.  (Forbes, 
Dec.  1).  However,  the  Motorola  case 
was  just  one  among  many.  Similar 
suits  against  former  employees  have 
been  launched  b;  such  diverse  giants 
as  United  Aircraft  lorp  ($2.2  billion 
in  revenue)    am  ic.    ($5.1 

billion  in  sales  I  .odest 

outfits    as    Defen  »nics,    Inc. 

of  Rockville,  Md.  [ion).  They 

go  all   the  way  froi  tories 

like   Washington,    D.C.  s    CEIR. 
(now    a    subsidiary   of   Control   Data 
<  orp  )  to  such  nonprofit  organizations 


as  The  Professional  Golfers'  Associa- 
tion. The  proliferation  of  these  cases 
reflects  an  unprecedented  type  of 
corporate  competition,  where  the  prize 
assets  are  brains,  not  accounts  re- 
ceivable, distribution  channels  or 
plant.  Those  brains  contain  priceless 
information.  Losing  them  puts  a  com- 
pany at  a  competitive  disadvantage, 
which  it  cannot  easily  overcome  be- 
cause brains  are  so  rare. 

Too    Fast   To    Write    Down 

"Most  of  the  defections  take  place 
in  highly  technical  areas,"  says  Alan 
Y.  Cole,  a  top  Washington  lawyer  rep- 
resenting United  Aircraft.  "What 
these  men  take  with  them  is  not  an 
art  taught  in  engineering  schools.  It 
is  one  that  changes  too  quickly  to 
be  published  in  technical  journals  and 
takes  years  to  develop." 

Wall  Street  apparently  considered 
the  mass  exodus  of  executives  at 
Motorola  so  serious  that  the  price  of 
the  company's  stock  dropped  $8,  or 
$49  million,  the  day  after  the  resig- 
nation of  Dr.  C.  Lester  Hogan,  Motor- 
ola's top  semiconductor  man,  was  an- 
nounced. After  all,  these  were  the 
same  brains  that  had  made  Motorola 
second  only  to  Texas  Instruments  in 
the  billion-dollar  semiconductor  field. 

In  the  past  four  years  key  indus- 
trial states  like  New  York  and  Cali- 
fornia, Illinois  and  New  Jersey  have 
strengthened  existing  statutes  making 
the  thett  of  a  trade  secret  a  criminal 


offense.  As  Lawyer  Cole  points  out, 
however,  "Legal  precedents  are  still 
lacking.  The  facts  vary  in  every  case. 
Someone  might  be  stealing  in  one 
case.  In  another  he  might  be  carrying 
away  only  what  he  already  has  in  his 
mind." 

Drawing  the  legal  distinction  be- 
tween the  two  is  the  rub.  Consider, 
for  example,  the  complexities  in- 
volved in  United  Aircraft's  recent  suit 
in  a  Pennsylvania  district  court 
against  eight  of  its  former  executives 
and  scientists.  Until  last  year  they 
worked  for  United's  Vector  division, 
which  designs  and  produces  solid-state 
and  telemetry  devices  for  the  elec- 
tronics and  aerospace  industries. 

United  accuses  them  in  the  action 
of  secretly  setting  up  their  own  com- 
peting company,  Solid  State  Scientific 
Corp.,  while  working  on  United's  time. 
Even  worse,  says  United,  they  then 
resigned  en  masse  to  take  on  a  Na- 
tional Aeronautics  &  Space  Admin- 
istration contract,  winning  it  with 
roughly  the  same  proposal  they  had 
written  at  Vector  when  Vector  was 
considering  it. 

United  Aircraft  further  charges  that 
one  man,  Henry  I.  Boreen,  former  vice 
president  in  charge  of  the  Vector  di- 
vision, who  resigned  first,  directly  vio- 
lated a  contract  he  previously  had 
signed  not  to  compete  with  the  com- 
pany for  five  years  after  leaving.  It  was 
he,  says  United,  who  persuaded  the 
(Continued  on  page  45) 
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[Continued    from    page    40) 
others  to  resign  too. 

This  is  how  the  court  ruled: 

First,  it  found  that  all  but  Boreen 
had  done  nothing  wrong.  True,  said 
the  judge,  the  defectors  acted  as  a 
team  and  in  secrecy  on  United's  time. 
However,  this  could  not  be  consid- 
ered a  conspiracy  because  the  men 
were  only  out  to  better  themselves — 
not  to  hurt  United — by  starting  their 
own  company. 

Moreover,  the  court  said,  the  men 
had  the  right  to  make  a  proposal  to 
NASA,  since  United  previously  had 
decided  not  to  bid  on  the  job.  There 
was  nothing  wrong,  said  the  judge, 
with  an  employee  competing  with  his 
former  employer,  using  "knowledge 
and  skill  ...  he  has  developed  in 
the  formers  employ.  This  accords 
with  the  main  object  of  a  free  econ- 
omy which  is  the  basis  of  the  indus- 
trial system." 

However,  the  court  did  find  that 
Boreen  had  violated  his  contract 
not  to  compete  with  United.  It 
ordered  him  to  sell  his  SSSC  stock 
and  quit  the  company. 

This  is  not  the  end  of  the  affair, 
at  least  as  far  as  United  Aircraft 
is  concerned.  United  has  taken  its 
case  to  the  U.S.  Court  of  Appeals. 

United's   Chance 

United  could  get  a  reversal.  One 
of  die  cases  cited  in  the  appeal,  for 
example,  is  that  of  CEIR,  Inc.  In 
a  somewhat  similar  situation,  CEIR 
sued  three  former  employees,  charg- 
ing they  secretly  conspired  to  get  a 
contract  for  a  competing  company, 
Computer  Dynamics  Corp.  CEIR 
claimed,  in  effect,  that  the  three  used 
knowledge  gained  on  the  job  to  enter 
a  bid  by  Computer  Dynamics  for  a 
government  contract  that  could  have 
gone  to  CEIR.  At  first,  CEIR  lost  the 
suit  in  a  lower  court  in  Maryland,  but 
won  a  reversal  in  the  Maryland  Court 
of   Appeals. 

As  the  higher  court  saw  it,  the 
three  unquestionably  breached  their 
"fiduciary  duty"  as  employees  of 
CEIR.  The  court  found  that  at  the 
time  Computer  Dynamics  was  being 
set  up,  all  three  had  comprised  a  team 
of  CEIR  consultants  on  contract  to 
the  Bureau  of  Old  Age  &  Survivors 
Insurance.  The  Bureau  had  hired 
CEIR  to  come  up  with  a  recommen- 
dation for  automating  its  claims-con- 
trol division. 

The  team  did  make  a  proposal  for 
designing  a  more  efficient  data  proc- 
essing system  for  the  division.  But 
then  all  three  left  CEIR  to  join  Com- 
puter Dynamics,  formally  organized 
just  before  the  Bureau  let  out  a  re- 
quest for  bids  on  the  actual  job.  Com- 
puter Dynamics  was  one  of  the  com- 
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No  Devil  He.  United  Aircraft 
raised  the  Faust  legend  in  a 
case  against  an  executive  who 
lured  away  its  employees.  It 
charged  they  were,  like  Faust, 
tempted  beyond  resistance  by 
alluring  offers.  Not  so,  ruled 
the  court,  because  when  the 
Devil  promised  the  beautiful 
Helen  of  Troy  to  Faust  "the 
agreement  .  .  .  was  violative 
of  public  policy"  whereas 
the  alleged  luring  away  of 
United    employees    was    not. 


panies  submitting  a  bid. 

The  higher  court  found  against  all 
three.  For  one  thing,  it  said,  they 
simply  could  not  have  made  a  com- 
peting bid  without  special  knowledge 
gained  on  the  job,  particularly  since 
they  had  made  the  recommendation 
on  which  the  Bureau  opened  bids. 

The   Space-Suit  Case 

In  what  lawyers  call  the  "Space- 
Suit  Case,"  B.F.  Goodrich  Co.  sued 
chemical  engineer  Donald  W.  Wohl- 
gemuth, former  manager  of  the  com- 
pany's space-suit  engineering  depart- 
ment. Wohlgemuth  was  offered  a 
similar  job  at  a  29%  increase  in  his 
annual  salary  by  International  Latex 
Corp.,  which  had  just  won  a  space- 
suit  contract.  When  Wohlgemuth 
told  Goodrich  he  was  accepting  the 
offer,  the  company  said  it  would  sue 
him.  Wohlgemuth  took  the  job  any- 
way, surrendering  all  papers  and 
other  confidential  records  that  had 
been  entrusted  to  him. 

In  the  local  court  of  common  pleas 
in  Akron,  Ohio,  Goodrich  argued 
"that  its  trade  secrets  were  in  danger 
of  being  illegally  disclosed  and  that 
it  would  suffer  irreparable  injury  if 
Wohlgemuth  were  not  enjoined  from 


working  for  Latex.  How,  asked  Good- 
rich, could  Wohlgemuth  do  his  job 
without  giving  away  knowledge  he 
had  acquired  at  Goodrich? 

Latex  (which  paid  Wohlgemuth's 
legal  expenses)  claimed  it  had  pulled 
ahead  of  Goodrich  in  space-suit  tech- 
nology and,  therefore,  didn't  need 
its  secrets.  Wohlgemuth,  for  his  part, 
admitted  knowing  Goodrich's  space- 
suit  secrets  but  stressed  that  when 
he  left,  he  didn't  carry  away  any  for- 
mulas or  confidential  documents. 

The  judge  denied  Goodrich  the 
permanent  injunction  it  sought,  and 
Goodrich  took  the  case  to  the  Court 
of  Appeals.  The  higher  court,  in  effect, 
ended  up  finding  in  favor  of  both 
parties,  ordering  Wohlgemuth  not  to 
divulge  Goodrich's  space-suit  secrets 
to  Latex,  but  acknowledging  his  "right 
to  take  employment  in  a  competitive 
business  and  to  use  the  knowledge 
[other  than  trade  secrets]  and  ex- 
perience for  the  benefit  of  his  new 
employer." 

The  result?  Wohlgemuth  took  over 
as  manager  of  design  and  develop- 
ment in  the  Latex  division  handling 
space-suit  development — but  was  put 
under  court  order  not  to  give  out  any 
of  Goodrich's  secrets.  How  he  could 
possibly  do  that  effectively  is  anyone's 
guess. 

Piracy   in   Peru? 

One  of  the  most  significant  of  the 
cases  involving  executives  who  quit 
is  Texaco's  current  suit  against  Oc- 
cidental Petroleum  Corp.,  Occident- 
al's Peruvian  subsidiary,  and  two 
former  Texaco  geologists.  In  this  suit 
Texaco  has  charged  them  all  with 
attempting  to  pirate  its  oil  exploration 
secrets  in  Latin  America.  One  of 
Texaco's  first  moves  was  to  get  a  tem- 
porary court  order  restraining  Oc- 
cidental from  recruiting  any  other 
present  or  former  Texaco  employees. 

The  case  shapes  up  as  a  battle  royal, 
with  enormous  implications  for  the 
current  balance-of-corporate-power  in 
the  oil  world.  For  the  life-blood  of 
the  industry  is  the  discovery  of  new 
reserves. 

The  Texaco  story  started  a  little 
over  three  years  ago  when  the  com- 
pany assigned  Jim  C.  Roth,  one  of  its 
top  geologists  in  South  America,  to 
study  the  mainland  and  offshore  oil 
prospects  of  the  Lobos  de  Afuera 
area  off  the  Central  Peruvian  coast. 
To  help  Roth,  Texaco  charges,  it  pro- 
vided him  with  "confidential  geologi- 
cal information"  based  on  Texaco's 
previous  surveys  in  the  area. 

Texaco  charges  that  in  October 
1967  Roth  suddenly  resigned  stating 
that  he  wanted  to  return  to  California 
to  work  with  his  geologist  father.  In- 
stead, he  showed  up  a  month  later  at 
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al  Petroleum  as  a  senior  staff 

geologist  responsible  for  Latin  Ameri- 

exploration.   Eight  months   later, 

Texaco,  Roth  was  joined  at  Ocei- 

i   by   another  Texaco   geologist, 

James   15.  Taylor.  Like  Roth,  Taylor 

is    a    specialist    in    oil    exploration    in 

Peru,  Ecuador  and  Colombia. 

Meantime,  on  the  basis  of  Roth's 
recommendations,  Texaco  in  March 
of  this  year  began  dickering  with  the 
Peruvian  government  oil  company  for 
joint  exploration  of  about  12.4  million 
acres  in  the  Lobos  de  Afuera  area. 
While  this  was  going  on,  Occidental 
Petroleum,  through  its  subsidiary  in 
Peru,  applied  to  the  Peruvian  govern- 
ment in  May  for  exploration  conces- 
sions in  the  same  place.  This,  says 
Texaco,  preempted  its  own  negotia- 
tions with  the  Peruvian  government. 

At  first,  Texaco  claims,  it  merely 
warned  Occidental  of  the  legal  con- 
sequences of  using  Roth's  "confiden- 
tial information"  to  get  concession 
rights.  Texaco  claimed  that  Occi- 
dental's reply  was:  It  could  not  an- 
swer the  complaint  because  Roth  was 
out  of  the  country  at  the  time.  That 
probably  was  true,  says  Texaco.  Roth 
was  out  of  the  country,  hiring  away 
Taylor  for  Occidental. 

At  the  end  of  July  Texaco  slapped 
everyone  concerned  with  its  present 
suit.  Texaco  is  convinced  it  has  a 
solid  case.  Says  Richard  B.  Palmer, 
vice  president  in  charge  of  Latin 
American  production:  "It  is  impos- 
sible for  me  to  conceive  of  how  Oc- 
cidental could  have  determined  to  file 
for  concessions  on  those  precise  por- 
tions of  Lobos  de  Afuera — of  specific 
interest  to  Texaco — if  confidential 
data  of  Texaco's  had  not  been  re- 
vealed to  it  by  Roth." 

Anyone  Could  Do  It 

Occidental,  on  the  other  hand,  has 
filed  several  countersuits,  one  an  anti- 
trust action  charging  Texaco  with 
trying  to  monopolize  the  South  Amer- 
ican oil  industry.  According  to  Armand 
Hammer,  Occidental's  chairman,  the 
company  filed  for  the  Peruvian  con- 
cession on  the  basis  of  public  infor- 
mation available  to  anyone. 

What  can  a  company  do  about  this 
problem  ol  losing  brains  to  its  com- 
petitors? One  solution  is  that  of  an 
increasing  number  of  companies 
that  now  require  employees  to  sign 
secrecy  agreements,  A  recent  survey 
by  the  National  Industrial  Conference 
Hoard  Found  that  83  out  of  86  com- 
panies contacted  required  such  agree- 
ments. However,  tin  ourts  generallj 
tend  to  be  very  careful  in  not  letting 
such  an  agreement  infringe 
man's    right    to    bettei  The 

courts   tend   to   interpret   such   aj 
incuts  very  narrowly,"  says  Washing- 


reed  Off.  It's  not  only  companies 
like  Motorola,  United  Aircraft  and 
Texaco  that  seem  to  have  taken  the 
approach  of  "If  you  quit,  I'll  sue." 
The  Professional  Golfer's  Associa- 
tion has,  too.  Most  of  the  6,500  PGA 
members  are  club  pros  who  make 
their  living  giving  lessons  and  sell- 
ing equipment.  Until  last  August  it 
also  consisted  of  about  200  touring 
pros,  who  make  their  living  by  play- 
ing in  tournaments  for  prizes,  which 
have  risen  from  $1.3  million  to  $5.6 
million  in  the  past  decade.  For 
years,  they  have  been  embroiled  in 
quarrels  over  where  the  tourna- 
ments shall  be  played  and  when. 
These  quarrels  are  not  purely  aca- 
demic. The  touring  pros  naturally 
want  to  play  where  the  prize  money 
is  greatest.  The  club  pros  have  ob- 
ligations to  gain  publicity  for  their 
clubs,    their    communities    and    the 


people  who  have  sponsored  tourna- 
ments in  their  clubs  in  the  past. 
In  August,  led  by  Arnold  Palmer 
(above),  Jack  Nicklaus  and  Julius 
Boros,  the  touring  pros  set  up  their 
own  group,  the  American  Profes- 
sional Golfers  They  took  with  them 
three  of  the  PGA's  key  manage- 
ment personnel— its  tournament  ad- 
ministrator, tournament  director  and 
the  attorney  in  charge  of  negotiat- 
ing TV  contracts.  In  September  the 
PGA  hit  all  and  sundry  with  a  suit. 
It  charged  the  APG  with  antitrust 
violations  (creating  a  monopoly  of 
talent)  and  the  three  former  em- 
polyes  with  taking  away  their  tal- 
ents. One  of  them  was  even 
charged  with  taking  away  key 
documents.  So  far  the  only  thing 
the  court  found  wrong  was  the  tak- 
ing of  the  documents.  The  contro- 
versy remains  a  Mexican  standoff. 


ton  attorney  Cole.  "The  best  thing  is 
to  keep  an  eye  out  for  dissatisfaction 
among  key  employees." 

The  whole  thing  gets  into  some 
very  basic  questions.  Among  them: 
Exactly  what  is  an  employer  buying 
when  he  hires  a  man?  What  is  the 
extent  of  the  employee's  fiduciary 
duty  to  his  boss?  At  least  one  judge 
lias  cited  the  13th  (antislavery) 
amendment  to  the  Constitution  to 
protect  the  right  of  an  employee  to 
better  himself.  Hut  there  has  been 
very  little  uniformity  of  rulings  made 
by  different  judges  in  different  parts 
of   the  counti  \ . 

It's  most  unlikely  that  the  situation 


will  be  cleared  up  in  the  near  future. 
In  fact,  it's  likely  to  grow  more  com- 
plex, and  the  amount  of  litigation  is 
going  to  grow — a  confusing  by-prod- 
uct of  an  era  when  brainpower  is  any 
business'  most  important  asset. 

Involved  also  may  be  certain  po- 
tential antitrust  problems.  What,  for 
example,  happens  if  one  company  cor- 
ners the  best  brains  available  in  a 
given  industry?  Or  when  Fairchild 
Camera  acquires  Motorola  semicon- 
ductor division's  top  management? 
Isn't  it  somewhat  the  same  as  acquir- 
ing the  company  itself?  Might  not  the 
Justice  Department  be  concerned 
about  the  situation?  ■ 
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NOW 
YOU  CAN 

BUY  OUR 
UMBRELLA 

ON  THE 

NEWYORK 
STOCK  EXCHANGE 

For  over  a  hundred  years,  The  Board,  the  symbol  is  TIC.  For  us  it 

Travelers  umbrella  has  covered  the  is  a  symbol  of  continued  expansion 

financial  and  insurance  needs  of  the  and  growth.  For  more  information 

nation's  families  and  businesses.  To-  and  a  copy  of  our  latest  annual  report, 

day,  the  shares  of  the  Travelers  write:  The  Travelers,        ^^ 

Corporation  are  listed  on  the  New  One  Tower  Square,      >^^p^ 

York  Stock  Exchange.  For  the  Big  Hartford,  Connecticut  06115. 
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Triumph  of  Logic 


iowa  Beef  Packers'  Holman  and  Anderson  always  said  the 
giant  meat  packers  didn't  know  how  to  run  a  beef  busi- 
ness. Now  they've  proved  it  with   their  own   company. 


Whatever  became  of  those  two 
brash  Mickvesterners  who  in  1961  in- 
vaded meat  packing  in  the  teeth  of 
such  entrenched  competition  as  Swift 
and  Armour  and  Wilson?  Nothing 
much,  except  that  their  little  Iowa 
Beef  Packers  of  Dakota  City,  Neb. 
isn't  little  anymore.  In  fact,  one  fine 
day  next  spring  it  will  breeze  past 
Swift  to  become  the  biggest  U.S. 
beef  packer. 

By  then  Iowa  Beef,  assuming  it 
has  finished  absorbing  Blue  Ribbon 
Beef  Pack,  will  have  a  slaughtering 
capacity  of  3.1  million  head  per  year. 
At  a  conservative  85%  operating  rate, 
this  means  an  actual  kill  of  over  2.6 
million  head  vs.  an  estimated  2.2  mil- 
lion for  Swift  in  1967,  before  it  closed 
a  number  of  its  slaughterhouses.  If 
each  steer  yields  about  the  current 
$300  in  sales,  Iowa  Beef's  total  will 
expand  from  today's  $520  million  to 
an  $800-million  annual  rate.  Not  bad 
for  only  eight  years  in  the  business! 

Veteran  Innovators 

Of  course,  Iowa  Beef's  founders, 
Currier  J.  Holman  and  Andrew  D. 
Anderson,  who  are  co-chairman,  had 
a  great  deal  more  than  eight  years' 
experience  when  they  set  up  the  com- 
pany. Both  had  already  spent  over 
20  years  in  meat  packing,  Holman 
for  Armour  and  as  an  independent 
cattle-buyer,  and  Anderson  as  head  of 
his  own  meat  company.  But  long 
service  did  not  dull  in  them  that  rarest 
form  of  creativity,  which  is  the  ability 
to  see  old,  familiar  things  in  new  and 
different  ways.  They  concluded  that 
a  new  company  with  fresh  ideas 
could  make  good,  stable  profits  in 
beef — but  only  if  the  industry's  cen- 
tury-old practice:  were  scrapped  en- 
tirely. "Our  job  has  been  made  much 
easier,"  says  Holman,  "because  our 
predecessors  have  been  so  bad  at  it." 

Take  plant  location.  The  industry 
;i'o\vn   up   with   great    terminal 
like    those    at    Chicago, 
Omaha   and   Kansas   City    ("just   ex- 
livestock,"  Holman 
00  miles  from 
the  fai  efully  spaced 

its  pla  [owa  and 

Nebraska 

at  the  farm,  truck  to  the 

plant    and  >aded," 

says   Holman.       I  ishccl 

around  or  hand!  nuch. 

Cows  can  be  shrunk  50  or 

even  100  pounds  by  t        nuch  hand- 


ling; I've  done  it  myself.  We  knew 
that  locating  our  plants  closer  to  the 
supply  would  pay  off  to  the  producer 
in  savings  of  $6  to  $8  a  head." 

Or  take  purchasing.  Because  of  its 
"cluster  concept"  of  plant  location, 
Iowa  Beef  can  buy  about  85%  of  its 
steers  direct  from  the  farmer  vs.  an 
estimated  15%  for  the  rest  of  the 
industry.  And  in  contrast  to  standard 
industry  practice  of  each  buyer 
working  independently  for  a  single 
plant,  Iowa  Beef's  70  buyers  are  part 


of  a  highly  centralized  system  that 
links  each  buyer  to  Dakota  City 
headquarters  by  two-way  car  radio. 
Most  buys  are  made  with  a  knowl- 
edge of  to  whom  the  beef  will  be 
sold,  in  what  form  and  at  what  price. 
Or  take  plant  design.  Iowa  Beef's 
single-story,  highly  automated  plants, 
designed  by  President  Anderson,  can 
kill  cattle  at  $10  to  $12  a  head, 
which  Anderson  claims  is  20%-40% 
below  the  figure  for  the  rest  of  the 
industry.  And  competitors'  efforts  to 
imitate  them  have  not  always  been 
successful — witness  the  two  nearly 
new  Armour  plants  that  Iowa  Beef 
got  in  trade  for  a  pork  plant  it  had 
acquired  in  a  merger.  "Their  refrig- 
eration was  all  wrong,"  says  Holman. 
"There    was    no    by-product    control, 


Country  Guys.  Says  Currier  J.  Holman  (left),  chief  executive  of  Iowa  Beef 
Packers:  "We  are  country  guys;  we  don't  drink  martinis."  Financially,  this 
means  that  Holman  and  IBP  President  Andrew  D.  Anderson  didn't  quite 
know  how  to  go  about  raising  the  money  to  start  their  company  eight 
years  ago.  "We  couldn't  get  anyone  to  back  us,"  Holman  says.  "We 
originally  sold  the  stock  to  farmers  and  to  friends.  Investment  bankers 
wouldn't  listen  to  us.  We  kept  moving  and  finally  wound  up  with  the 
Chemical  Bank  in  New  York  City.  Now,  many  investment  bankers  are 
looking  for  ways  to  invest  in  meat  packing."  But  aside  from  Chemical, 
no  banker  was  willing  to  take  the  risks  that  Holman  and  Anderson  took. 
"We  mortgaged  our  wives  and  our  kids  and  our  cars,"  Holman  says. 
"But  I  played  football  at  Notre  Dame,  and  our  coach  didn't  even 
contemplate  losing.  Neither  do  we."  Holman  says  that  he  and  Anderson 
make  about  $35,000  apiece,  only  a  third  of  what  comparable  meat- 
packing executives  take  home.  But  as  two  of  the  biggest  stockholders 
they  have  been  rewarded.  Iowa  Beef's  stock,  now  selling  at  $65 
sold  around  $4  in  1962.  "But,"  he  says,  "the  older  you  get,  the 
more   ambitious   you   get.    We    haven't    even    scratched   the    surface    yet:' 
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Land  of  the  Innovators 

NEW  MARKETS 
r  NEW  PRODUCTS 
CTKING  HENRY  IV 


An  unlikely  combination?  Perhaps.  But  it  illustrates  the  wide  range 
of  projects  planned  and  executed  by  Mississippi's  Research  and  Devel- 
opment Center.  Here,  while  market  analysts  are  conducting  feasibility 
studies  tor  industry,  a  production  group  of  the  state  Educational 
TV  system  might  be  taping  a  Shakespearean  performance  a  few  build- 
ings away.  The  facilities  of  the  R&D  Center  are  totally  committed 
to  helping  industry  locate  profitably  within  the  state,  and  helping 
established  industries  find  new  markets  and  products.  Such  a  state 
operated  research  complex  geared  to  the  future  can  be  found  in  few 
other  states.  The  Research  and  Development  Center  represents  another 
example  of  Mississippi's  total  cooperation  with  industry,  both  new  and 
old.  Its  facilities  are  made  available  to  industries  throughout  the  state, 
to   provide  expert  assistance   in   solving   problems  of  many  types. 

Mississippi  Research  and  Development  Center 


Access  to  the  R  &  D  Center  is  only  one  of  the  good  things  in  store  for  your  plant  in 
Mississippi;  for  more  information,  just  write  or  call  Brad  Dye,  Jr.,  Director,  Agricultural  & 
Industrial  Board,  Box  849S,  Jackson.  Mississippi  3920"),  Tel.  (601 )  355-9361,  Ext.  261. 

MISSISSIPPI 

I  The  State  of  the  Future 


re  looking  at  the  first 
new  idea  in  wood 
roofing  in  2,000  years. 


When  you  pluck  man  out  of  his 
environment  and  put  him  down 
somewhere  else,  the  first  thing  he 
does  is  build  a  roof  over  his  head. 

There's  hardly  any  material  he 
hasn't  used  to  build  a  roof — from 
kangaroo  skins  to  puddled  ant-hill 
earth.  But  for  thousands  of  years, 
one  of  his  favorite  roofing  mate- 
rials has  been  the  good  old  wood 
shingle.  Until  recently,  the  ulti- 
mate refinement  in  wood  roofing 
has  been  •' cedar  shake. 

Properly  installed,  it's  com- 
pletely weatherproof,  wind-resist- 
ant, a  superb  insulator— and  the 
scrumblj  texture  is  so  handsome 
that  ma  ';•  other  roofing  mate- 

rials tr.  |  he  appearance 


of  the  inimitable  split  cedar  shake. 

Despite  the  inherent  advantages 
of  cedar  shakes,  many  fire  codes 
have  restricted  their  use  for  com- 
mercial construction.  There  things 
stood  until  Koppers  came  along. 

We  developed  a  way  to  pressure 
impregnate  cedar  shakes  and  shin- 
gles with  fire  retardant  chemicals 
which  remain  fixed  in  the  wood. 

Underwriters'  Laboratories,  Inc. 
tested  the  fire  retardant  cedar 
shakes  and  shingles  after  severe 
weathering  exposure  and  awarded 
them  a  "C"  rating — already  hun- 
dreds of  local  codes  have  been 
amended  to  permit  Koppers  fire 
retardant  shakes  for  commercial 
building.  Your  local  building  sup- 


ply dealer  can  order  them  for  you. 

We  don't  think  anybody  knows 
more  about  improving  wood  than 
Koppers.  For  example,  we  make 
a  complete  line  of  fire  retardant 
lumber  and  plywood  called  Non- 
Com®;  many  types  of  termite-  and 
rot-resistant  wood;  glued  lami- 
nated beams  that  can  span  over 
300  feet;  even  pressure-treated 
light  poles  that  come  in  colors  to 
match  the  neighborhood  decor. 

Although  Koppers  is  up  to  its 
ears  in  everything  from  pollution 
control  to  reinforced  plastics,  one 
of  our  big  jobs  will  always  be  to 
take  the  noble  tree  and  make  it 
better.  Koppers  Company,  Inc., 
Pittsburgh,  Pa.  15219 


Architectural  and  Constru.  its  •  Chemicals  and  Coatings .  Plastics  •  Engineered  Products  •  Environmental  Systems  •  Engineering  and  Construction 


Frozen  Steaks?  The  day  is  coming  when  sieers  will  enter  the  slaughter  house 
and  emerge  as  individually  wrapped  and  frozen  steaks,  roasts  and  hamburg- 
ers. Many  supermarkets  are  already  buying  new  freezers  to  display  the  meat. 


and  their  in-plant  shrinkage  was  bad 
because  of  faulty  design,  so  we  gutted 
them."  Redesigned  and  enlarged,  the 
two  plants  now  have  a  capacity  of 
9,000  head  a  week  vs.  2,400  when 
they  were  acquired. 

Marketing  Vista 

But  it  is  in  marketing  that  Iowa 
Beef  could  have  its  greatest  impact. 
"The  route  meat  lias  taken  from  pro- 
ducer to  table  in  the  past  has  been 
incredibly  inefficient,"  says  Holinan, 
"and  for  no  good  reason,  either.  At 
times  there  have  been  15  to  19 
middlemen  all  doing  something  to 
the  meat  and  taking  their  cut.  No 
wonder  no  one  makes  any  money. 
We  feel  it  can  all  be  done,  and  will 
be  done  eventually,  in  a  single  plant." 

Today  about  85%  of  U.S.  beef  is 
sold  in  quarters  to  "breakers,"  em- 
ployed by  meat  brokers  or  retail 
chains,  who  break  the  quarters  down 
into  major  cuts  (such  as  rounds  and 
loins)  and  in  the  process  often  throw 
away  20£  of  the  weight  in  bones 
and  fat.  Iowa  Beef  is  now  in  a  major 
push  to  persuade  its  institutional  and 
retail  customers  to  buy  in  broken  cuts, 
wrapped  in  vacuum  bags  and  packed 
in  boxes.  The  added  cost,  about  a 
third  more  per  pound,  is  more  than 
offset  by  less  wastage,  savings  in 
freight  (often  2  cents  a  pound), 
shrinkage,  and  investment  in  butcher- 
ling. 

"Our  customers  are  learning  quick- 

I  ly  that  both  of  us  benefit  when  we  do 

I  the  breaking,"  Holman  says.  "A  year 

and  a  half  ago  we  weren't  doing  any 


of  our  own  breaking.  Now  a  third  of 
our  meat  is  broken.  A  year  from  now, 
half  will  be;  and  in  a  couple  of  years 
almost  all  of  it  will  be.  Really,  all  we 
are  doing  is  streamlining  the  carcass 
of  beef  and  putting  it  in  boxes." 

The  next  step  after  that  follows  as 
logically  as  night  follows  day:  Be- 
sides breaking  the  meat,  Iowa  Beef 
will  begin  to  carve  it  up  into  indi- 
vidual cuts,  until  it  is  selling  fresh 
and  frozen  meat  to  supermarkets  much 
as  General  Foods  sells  frozen  peas. 
And  the  profit  implications  for  Iowa 
Beef  could  be  enormous. 

Not  that  Iowa  Beef  has  ever  been 
a  laggard  in  profits.  Highly  leveraged, 
partly  because  it  had  a  hard  time 
raising  capital  at  the  outset  and 
partly  because  it  has  made  shrewd 
use  of  industrial  revenue  bonds  to 
avoid  dilution,  the  company  has 
averaged  an  incredible  27%  return  on 
equity  in  the  seven  years  it  has  been 
in  business.  It  ranked  among  the  top 
25  U.S.  companies  in  Profitability  in 
Forbes  1968  Annual  Report  on  Amer- 
ican industry,  rubbing  shoulders  with 
the  likes  of  Merck  and  Coca-Cola. 

This  is  why  Chairman  Holman's 
eyes  fairly  glisten  when  he  discusses 
the  marketing  leverage  that  Iowa 
Beef  has  today.  "If  you  make  1%  on 
sales  after  taxes  from  a  slaughter- 
and-chill  operation,"  he  says,  "you 
can  make  another  1%,  or  2%  total,  if 
you  go  into  a  breaking  plant.  Then 
if  you  go  on  to  do  the  whole  butcher- 
ing job,  you  can  make  another  2%  or 
3%  and  increase  your  leverage  from 
1%  to  4%  of  the  sales  dollar."  ■ 


A  SPECIAL 
INVESTMENT 

MANAGEMENT 
SERVICE 

Creative,  vital  management,  ori- 
ented to  asset  growth  for  a  lim- 
ited number  of  individuals,  trusts, 
estates,  pension  funds  and  other 
holders  of  substantial  portfolios. 

Loeb,  Rhoades  stresses 
performance  by  marshaling  its 
full  investment  resources  for  the 
use  of  the  portfolio  manager, 
a  highly  motivated  professional 
who  translates  the  firm's  capa- 
bilities into  a  dynamic  program 
directed  toward  the  clients' 
objectives.  Charges  are  on  an 
agreed  fee  basis. 

You  are  invited  to  write 
fora  complete  description  of  our 
Investment  Management  Service. 
Address  Department  IM-F. 


LOEB,  RHOADES  &  CO. 

Members  New  York  Stock  Exchange 
and  other  leading  Stock  Exchanges 

42  WALL  STREET,  N.Y.  10005 
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Behind  the  Figures 


Defense  on  the  Defense 

Senatob  William  Pboxmire,  Wis- 
consin Democrat,  has  served  notice 
that  lie  intends  to  give  Lockheed 
Aircraft  and  the  Pentagon  a  hard 
time  on  the  C-5A's  huge  ($1  bil- 
lion to  $2  billion)  cost  overrun. 
This  may  actually  be  only  the  start 
of  what  may  be  real  trouble  for 
the  defense  industry. 

"We  have  way  too  much  fat  in 
defense  contracts,"  Proxmire  says. 
He  may  be  in  a  good  position  to 
make  a  dent  in  defense  spending. 
He  is  Congressional  chairman  of 
the  Joint  Economic  Committee, 
and  a  member  of  the  purse-string 
Appropriations  Committee.  Using 
a  little-known  Joint  Economic  Sub- 
committee on  Economy  in  Govern- 
ment as  his  handle,  Senator  Prox- 
mire last  month  held  a  series  of 
hearings  to  determine  just  how  big 
defense  contract  profits  really  are. 

But  there  are  signs  he's  not  so 

William  Proxmire 


much  interested  in  profits  as  in  the 
whole  swollen  size  of  defense 
spending.  As  for  President-elect 
Nixon's  call  for  more,  not  less,  de- 
fense spending,  Proxmire  predicts: 
"With  peace  talks  and  a  possible 
cease-fire  next  year,  the  pressure 
in  Congress  is  going  to  be  very 
strong  to  find  ways  of  cutting  the 
defense  budget.  .  .  .  You  know,  half 
the  over-all  budget  of  this  country 
is  eaten  up  by  defense  spending, 
which  is  near  $90  billion  a  year 
when  you  count  such  things  as 
military  assistance.  The  rest 
of  the  budget  is  so  damned 
rigid;  you  can't  cut  things  like  so- 
cial security  and  veterans'  pensions. 
They're  frozen  in.  Defense  is  the 
one  big  part  of  the  budget  that 
can  be  cut."  In  recent  years  de- 
fense spending  has  been  extremely 
easy  to  sell  to  Congress.  This  may 
be  changing,  albeit  slowly.  ■ 


Is  His  Face  Red! 

Ben  W.  Heineman  isn't  answering 
his  telephone   to  reporters. 

Among  businessmen,  Ben  W. 
Heineman  has  been  a  liberal  of 
liberals.  Frequently  mentioned  as 
a  possible  cabinet  appointee  in  the 
Johnson  and  Kennedy  Administra- 
tions, a  onetime  aide  to  the  late 
Adlai  Stevenson,  trustee  of  the  Uni- 
versity of  Chicago  and  chairman 
of  the  White  House  Conference  on 
Civil  Rights,  he  loved  to  castigate 
other  businessmen  as  diehards.  As 
chairman  of  the  Chicago  and  North 
Western    Railway,   he   boasted    of 


running  the  best  commuter  service 
in  the  country. 

'  Between  1962  and  1968,  North 
Western  stock  soared  from  8%  a 
share  to  175/2.  With  its  stock  in  the 
stratosphere,  Heineman  acquired 
Velsicol  Chemical  and,  later,  Phila- 
.  delphia  and  Reading  Corp.,  a  con- 
glomeration of  apparel,  boots,  elec- 
trical components  and  steel  mills. 
He  changed  the  name  to  North- 
west Industries. 

Acquired  along  with  Philadelphia 
&  Reading,  was  Lone  Star  Steel 
Co.,  located  deep  in  rural  East 
Texas.  In  a  depressed  steel  indus- 
try, Lone  Star  nonetheless  provides 
a  substantial  portion  of  Northwest 
Industries  consolidated  earnings. 
One  reason:  a  contract  with  the 
United  Steel  Workers  more  favor- 
able than  those  held  by  its  bigger 
competitors.  The  USW  decided 
Lone  Star  could  be  more  liberal. 
The  company  decided  to  fight. 

A  strike  resulted  on  Oct  16.  But 
Texas  is  still  Texas,  and  so  far  the 
plant  is  still  working.  Salesmen 
drive  its  trucks.  Supervisory  men 
man  the  mill. 

Right  now  Heineman  is  relying 
more  on  the  Texas  Rangers  than 
on  his  liberal  friends.  Rangers  are 
escorting  some  of  his  trucks. 
There  have  been  shootings  and 
the  Rangers  have  shot  back.  The 
company  has  obtained  an  injunc- 
tion against  mass  picketing,  which 
the  Rangers  are  enforcing. 

Asked  for  comment  on  the  situ- 
ation, Heineman  aides  simply  say 
he  is  "unavailable."  ■ 


Sen  W.  Heineman 
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Robert    W.    Sarnoff 


Hedging  the  Glamour 

Just  when  it  was  beginning  to 
look  as  if  all  the  glamour  companies 
were  going  to  acquire  all  the  un- 
glamourous  ones  ("The  Takeover 
Trend,"  Forbes,  Oct.  25),  the 
Xerox-C.I.T.  merger  was  called  oft. 
Report  has  it  that  the  merger 
foundered  on  Wall  Street  objec- 
tions: It  might  dilute  Xerox'  preci- 
ous growth  image. 

The  proposed  merger  between 
Radio  Corp.  of  America  and  St. 
Regis  Paper  Co.  looked  like  a 
similar  situation.  Where  does  all 
this  leave  RCA-St.  Regis? 

"Very  much  alive,"  replies  RCA 
President  Robert  SarnofF.  "I  know 
the  criticism  that  the  paper  in- 
dustry's rate  of  growth  isn't  the 
same  as  that  of  the  electronics  in- 
dustry, but  the  critics  are  looking 
at  only  part  of  the  deal.'' 

'"We're  thinking  about  all  the 
timber  and  land  St.  Regis  owns. 
Ownership  of  it  will  give  us  a 
position  in  an  industry  that  has 
tremendous   growth  potential." 

Any  dilution  of  RCA's  growth 
would  be  minor,  he  says.  "We'd 
be  a  $4-billion  company  after  the 


merger,"  Sarnoff  says,  "and  St. 
Regis  would  be  contributing  only 
20V  of  the  total." 

Finally,  St.  Regis  is  a  kind  of 
hedge  against  RCA's  heavy  de- 
pendence on  fast-changing  elec- 
tronics. "Research  has  become  like 
crapshooting,"  he  says. 

In  effect,  RCA  is  using  the  glam- 
our of  its  success  in  TV  and  elec- 
tronics to  buy  St.  Regis'  vast  nat- 
ural resources  (it  owns  2.5  mil- 
lion acres  of  timberland)  at  a  very 
reasonable  price.  Here's  the  arith- 
metic: RCA  will  pay  with  a 
package  of  common  stock  and  con- 
vertible preferred.  If  the  latter  is 
converted,  the  deal  works  out  to 
about  0.95  shares  of  RCA  for  one 
share  of  St.  Regis.  The  share  of 
RCA  has  a  book  value  of  $11,  that 
of  St.  Regis  about  $34 — but  as  high 
as  $55  a  share  if  the  timber  is  taken 
at  its  true  value. 

What  Sarnoff  is  saying  makes 
sense:  That  it's  sound  business  to 
hedge  your  bets  in  times  of  great 
prosperity — never  mind  what  the 
security  analysts  say  about  the 
mystique  of  growth  and  of  P/E 
ratios.  ■ 


Second  Chance 

After  a  decade  of  fast  growth, 
Pet  Inc.'s  earnings  suddenly 
dropped  19%  in  1967,  and  out  went 
Gordon  Ellis  as  president. 

At  53,  Ellis  now  has  another 
chance.  He  recently  became  presi- 
dent of  Fairmont  Foods.  Fairmont 
has  remained  small  by  standards  of 
the  high-volume  food  business. 
Sales  this  year  will  amount  to  only 
about  $285  million.  Five-year  re- 
turn  on  equity  has   averaged   9%, 


Gordon  Ellis 


well    below    the    food    industry's 
median  of  13.1%. 

Ellis  plans  to  expand  further  into 
potato  chips,  soft  drinks,  pizzas 
and  other  snacks,  now  30%  of  sales. 
He  also  plans  to  keep  expanding 
Fairmont's  U-Tote'M  chain  of 
nearly  400  convenience  food  stores 
( 15%  of  sales) .  He  insists,  however, 
he  will  not  take  Fairmont  out  of 
milk  and  ice  cream,  saying:  "Be- 
cause so  many  other  dairy  com- 
panies have  taken  a  negative  view, 
we  think  we  should  take  a  positive 
one."  ■ 
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Faces  Behind  the  Figures 


New  Trainer  for  an  Old  Lion? 

Fob  some  reason,  Louis  F.  Polk 
Jr.  missed  the  confidence  vote 
when  General  Mills  made  execu- 
tive promotions  in  September. 
Polk,  as  financial  vice  president, 
was  by-passed  in  the  selection  of 
a  new  executive  vice  president. 
Hurt,  "Bo"  Polk  announced  his 
resignation — and  with  reason.  He 
had  been  given  a  lot  of  credit  with- 
in General  Mills  (and  by  outsiders) 
for  helping  to  turn  the  wheat- 
miller  into  a  more  profitable,  di- 
versified company. 

Minneapolis  is  a  long  way  from 
New  York,  and  the  kind  of  man- 
agement that  General  Mills  was 
tired  of  is  apparently  just  what 
Metro-Goldwyn-Mayer  wants.  A 
committee,  headed  by  Edgar  M. 
Bronfman,  M-G-M's  largest  stock- 
holder, has  named  Polk  to  replace 
Robert  H.  O'Brien  as  president 
and  chief  executive.  If  the  board 


Louis  F.  Polk  Jr. 


of   directors   and   stockholders  ap- 
prove the  appointment,  Polk,  a  38- 
rd  MBA,  may  move 
rid    begin  rejuven- 

cept?    Perhaps 

10k  lor  him  to 

bright  MBA 

linneapolis) 

and  Ivance 

new  iimcs  and 

earni  vI-G-M's 

entertainn  through 

diversifi  ,,,,„-, 

fields.  ■ 


Richard  M.   Bloch 


John   W.   Haansfra 


New  Team  at  the  Top 

Next  to  the  light  bulb,  about  the 
most  sacred  thing  around  General 
Electric  is  the  belief  that  the 
proven  GE  manager  can  manage 
anything — nuclear  power,  aircraft 
engines  or  toothbrushes. 

But  GE's  computer  group  this 
year  has  begun  to  reach  outside  to 
fill  its  top  posts.  In  April  it  put 
John  W.  Haanstra,  a  former  Inter- 
national Business  Machines  Corp. 
vice  president,  in  charge  of  all  U.S. 
manufacturing  and  marketing.  Last 
month  GE  hired  Richard  M.  Bloch, 
once  vice  president  of  Honeywell's 
computer  division,  to  head  its  com- 
puter planning  group.  GE's  com- 
puter operation  has  made  real 
progress  in  the  past  year  or  so, 
but  is  still  a  long  way  from  being 
what  management  would  like  it 
to  be:  a  serious  challenger  to  IBM. 

Both  Haanstra  and  Bloch  are 
in  their  forties.  Both  are  respected 
in  the  industry.  And,  coincidental- 
ly.  both  are  best  remembered  for 
achievements  that  pitted  them 
against  each  other.  Haanstra  played 
a  key  role  in  developing  the 
IBM  1401  computer,  the  most  suc- 
cess ful  computer  system  of  all  time 
until  the  360.  Bloch  is  well  known 
tor  bis  contributions  to  the  Honey- 
well 200,  the  first  computer  to 
seriously  challenge  the  1401. 

Bloch,  in  tact,  may  indirectly 
have  speeded  Haanstra's  decision 
to  leave  IBM.  The  pressure  from 
the  H-200  caused  an  internal  de- 
bate within  IBM  on  how  to  counter 


it.  One  group,  which  included 
Haanstra,  favored  improving  ex- 
isting systems  like  the  1401.  An- 
other favored  speeding  up  the  an- 
nouncement of  the  360.  Haanstra's 
group  lost  the  decision. 

Now  GE  is  counting  on  the  two 
men  to  complement  each  other. 
Bloch  is  an  intense,  intellectual 
personality,  who  is  a  commodities 
market  speculator  and  has  been 
known  to  try  out  his  probability 
math  on  Las  Vegas  blackjack 
dealers.  Haanstra  is  a  relaxed  bear 
of  a  man  who  is  more  deliberate. 
Both  claim  GE's  computer  opportu- 
nities are  unlimited.  "We  have  an 
exceptionally  broad  base  to  build 
on,"  says  Haanstra. 

They  will  report  to  J.  Stanford 
Smith,  a  topnotch  GE  career  man 
who  is  over-all  head  of  the  25,000- 
man  Information  Systems  Group. 
Smith  has  staffed  his  other  two 
top  computer  posts  with  GE  career 
men:  Jerome  T.  Coe,  head  of  the 
time-sharing  service  business  and 
Arthur  E.  Peltosalo,  in  charge  of 
international  operations.  But  Haan- 
stra and  Bloch  will  almost  certain- 
ly make  the  key  recommendations 
for  future  computer  strategy. 

Both  seem  confident.  Bloch 
spent  several  months  talking  to  top 
management  before  taking  the  job. 
"I'm  now  satisfied,"  he  says,  "that 
GE  is  willing  to  do  what  is  neces- 
sary to  become  IBM's  No.  One 
competitor." 

Brave  talk.  But  the  job  calls  for 
brave  men.  ■ 
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Send  the  most  skeptical  member 

of  your  Plant  Location  Team 
to  SOUTHEAST  PENNSYLVANIA 


■nd  him  to  this  big,  booming  area 
at  reaches  out  from  Philadelphia 
take  in  such  vital  centers  as 
lester,  Norristown,  Pottstown, 
oylestown,  Coatesville  and  King 
Prussia. 

ck  he'll  come,  with  the  kind  of 
portant  facts  and  figures  that  can 
lp  you  make  the  right  decision 
out   your   next   plant  site.   Any 

judice  in  our  favor  won't  be  a 
•prise.  To  confirm  our  optimism 

ofFer  below  a  sampling  of  what 

r  man  will  see  here. 

■versified  Manufacturing 
C':nter.  Southeast  Pennsylvania 
■ds  more  than  90%  of  all  indus- 
KS  listed  by  the  U.S.  Census, 
lemieals  and  drugs  are  the  region's 
Ijgest  industry.  Other  important 
ids  include:  food  processing,  ap- 
■"el;  refining,  metal  fabrication, 
ktronics,  and  aerospace. 

I  Man  Your  Machines: 
Lbor.  Manpower  is  depend- 
«e,  with  a  consistently 
■nable  record  of  labor 
■vtions.  Another  significant 
li  of  the  kind  of  stability 
■ir  plant  location  requires: 
Iiost  62%  of  Philadelphians 
ill  the  homes  they  live  in. 


PENNSYLVANIA 


OOYLESTOWN- 
POTTSTOWN 
NORRISTOWN 
KING  OF  PRUSSIA 

PHILA 

COATESVILLE- 


NEW  YORK 
CITY 


'I 


N.J. 


MD. 


JWASH.D.C 
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Southeast  Pennsylvania 
(area  in  red)  stands 
at  the  heart  of  America's 
megalopolis.  Midway  between 
New  York  and  Washington. 


Research  and  Skilled  Profes- 
sionals. Southeast  Pennsyl- 
vania has  more  than  425  research 
laboratories,  employing  15,000  sci- 
entists and  engineers.  The  annual 
R&D  dollar  volume  exceeds  $500 
million.  The  area  is  recognized  as 
the  leading  center  for  research  in 
the  life  and  biomedical  sciences  in 
the  United  States.  Medical  and 
pharmaceutical  research  alone 
account  for  $80  million  a  year.(1) 

Education.  Southeast  Pennsyl- 
vania is  home  to  thirty-one  4-year 
universities  and  colleges  including 
University  of  Pennsylvania,  Temple 
University,  Drexel  Institute,  Bryn 
Mawr,  Villanova,  Swarthmore  and 
Haverford  College.  There  are  73 
accredited  professional  and  techni- 
cal schools.  Result:  a  large  reservoir 
of  engineers  and  scientists. 

So  send  us  your  man.  He  may  re- 
main a  skeptic  in  most  areas,  but  he 
should  have  warm  praise  for  South- 
east Pennsylvania. 

Source: 

(1)  Research  in  Southeastern  Pennsyl- 
vania, a  booklet  done  by  Industrial 
Research  Magazine. 

PHILADELPHIA  ELECTRIC 
COMPANY 

1000  Chestnut  Street,  Philadelphia,  Pa.  19105 

A  forward-looking,  investor-owned  company 

with  more  than  100,000  stockholders. 

Serving  Southeast  Pennsylvania  with 

the  help  of  atomic  power. 


Anacondc 


Silver 
To  help  meet  growing  needs  in 
photography.  For  industrial 
and  electrical  use.  For  tableware 
and  jewelry.  We  come  up  with 
a  little  gold,  too 


Copper 
For  coins.  Cables.  Conductors.  To 
help  run  your  home.  This  country. 
The  world.  We're  the  largest   - 
fabricator  of  copper  and  copper 
alloy  mill  products  in  the  world. 
And- one  of  the  largest  primary 
copper  producers. 


Cadmium 
For  rust— proofing  hinges,  locks, 
other  hardware.  An  important 
by-product  of  our  zinc  operatio 


Lead 
For  batteries.  For  shielding 
nuclear  power  plants.  Cable 
sheathing.  Solder. 


lakes  it. 


Aluminum 
I.  Packaging.  Wire  and  cable, 
ectural  products.  We've  just 
,ed  our  primary  aluminum 
tion  capacity  by  70%. 


Selenium 
nring  glass  and 
fcs.  Steel  alloying. 


Zinc 
To  protect  steel  from  rust.  For  die 
castings  essential  for  everything 
from  boat  fittings  to  refrigerators. 
We  have  the  largest  electrolytic 
refining  capacity  in  the  country. 


Then,  there's  molybdenum  for  alloying  in  stainless  and 
tool  steels,  and  jet  engine  superalloys.  Our  uranium  reserves 
(one  of  the  largest  in  the  country).  Our  beryllium  deposits. 
Iron  ore  deposits.  Metals  you've  never  heard  of,  like 
palladium.  Others  you  have,  like  platinum  and  bismuth. 

Anaconda  makes  the  metal  this  country  needs  to  stay  in 
business.  The  Anaconda  Co.,  25  Broadway,  N.Y.,  N.Y.  10004. 

Anaconda:  one  of  the  great  natural 
resources  of  the  Americas. 


Like  this  kind  of  living? 


1 


Foods  from  America's  fields  move  to 
your  table  fast...  and  at  lower  cost... 
by  the  modern  computerized  rail  way. 

Space  Age  thinking  results  in  futuristic  new  freight  cars.  D  Jet  streams  of  air  help  unload 
flour. . .  soft  and  fluffy. . .  for  your  baking.  □  Giant  tanks  . . .  thermos  bottles  on  wheels . . . 
keep  orange  juice  cool  and  fresh— without  refrigeration.  D  New  rail  ways  of  moving  things 
for  the  kind  of  living  you  like  make  average  rail  freight  charges  lower  today  than  ten 
years  ago.  And  we're  constantly  improving.  □  In  just  one  more  generation  there'll  be 
50%  more  people  requiring  more  production  of  everything . . .  and  more  good  transportation. 
□  Dependence  on  railroads  will  grow  and  grow.  And  railroads  will  be  ready. 


r 


r 
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Faces  Behind  the  Figures 


A  Year  To  Forget 

In  railroading  it's  not  how  big 
you  are  that  counts  but  how  good 
your  territory  is.  In  that  respect 
the  small  (revenues  of  $63  mil- 
lion) Western  Pacific  is  singularly 
blessed.  Its  routes  fork  out  from 
California  to  the  Pacific  Northwest 
in  one  direction  and  to  Salt  Lake 
City  in  the  other.  It  also  provides 


Myron  M.   Christy 


balanced  freight  traffic:  mining,  a 
huge  Ford  assembly  plant,  and 
agricultural  produce  from  Cali- 
fornia's lush  Central  Valley.  But 
last  year  everything  went  wrong. 
The  Ford  plant  was  struck  for  six 
months,  there  was  a  copper  strike 
in  Nevada  and  a  crop  failure  in 
Central  Valley.  WP's  operating 
revenues  slumped  7%,  and  profits 
plunged  56%  to  $1.90  (before  ex- 
traordinary income)  a  share.  It 
was  a  year  that  President  Myron 
M.  Christy  would  like  to  expunge 
from  the  calendar. 

This  year,  however,  Christy  is 
smiling  again.  At  the  nine-month 
mark,  revenues  were  up  a  big 
13%  and  the  leverage  was  working 
in  the  right  direction  again:  Net 
profit  climbed  56%  and  WP  seemed 
headed  for  earnings  for  the  year 
of  perhaps  $2.75,  up  44%.  ■ 


Down,  but  Up 

The  airlines  are  having  profit 
trouble  but  the  man  who  runs  the 
nation's  largest,  United  Air  Lines' 
George  E.  Keck,  is  happy.  Since 
UAL's  earnings  fell  41.5%  in  the 
first  nine  months  this  year  on  a 
14.3?  revenue  gain,  this  would 
seem  to  qualify  President  Keck  as 
being  at  best  smug,  at  worst 
masochistic. 

Especially  when  the  short-range 
future  offers  little  hope:  United's 
lucrative  Hawaii  business  ( 19%  of 
profits  in  1967)  is  likely  to  be 
diluted  by  more  competition;  the 
labor  contract  with  the  airline 
mechanics,  who  struck  UAL  and 
four  other  carriers  for  43  days  in 
1966,  runs  out  this  month. 

But  Keck  faces  these  problems 
with  self-assurance  because  United 
is  in  its  best  shape  in  years  to  com- 
pete with  its  arch-transcontinental 
rivals,  American  and  Trans  World 
Airlines. 

Over  the  past  few  years  United 
has  steadily  increased  its  share  of 
the  domestic  market  while  Amer- 
ican and  TWA  were  losing.  UAL's 
market  share  (of  revenue-passen- 
ger-miles)     in     the      12     months 


through  September  1968  was 
23.2%,  up  from  21.6%  in  1964.  Dur- 
ing the  same  time,  American's  share 
dropped  to  18.6%  from  19.1%  and 
TWA's  fell  from  15.7%  to  14.2%. 

"It  seems  to  me  that  if  we  had 
completed  our  conversion  to  jets 
as  rapidly  as  our  principal  com- 
petition, that  the  disparity  would 
have  been  even  greater,"  says 
Keck.  "It  took  us  longer  to  convert 
because  of  the  merger  with  Capital 
in  1961.  The  best  plane  Capital 
had  was  the  Vickers  Viscount, 
which  was  becoming  obsolete." 

United's  conversion  is  just  being 
completed,  whereas  American  flew 
its  last  piston  craft  in  December 
1966,  TWA  in  April  1987.  So 
United  has  been  able  to  increase 
its  market  share  with  what  has 
been,  overall,  inferior  equipment. 
"I  believe  part  of  the  increase  is 
due  to  effective  promotion,"  says 
Keck.  "Our  product  isn't  a  great 
deal  different  from  soap.  We  have 
to  be  frequently  before  the  public's 
eye." 

With  his  fleet  finally  modernized, 
Keck  obviously  thinks  he  has  a 
good  chance  to  keep  widening  the 
gap.  ■ 


George  E.  Keck 
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As  I  See  It 


An  Interview  with  International  Banker  Ezra  Zilkha 


Who  are  the  experts  on  the  world  monetary  system?  Government  finance 
ministers?  Professors  of  economics?  Certainly,  but  the  men  who  probably 
know  most  about  it  are  the  international  bankers,  men  who  operate  all  over 
the  world  in  dollars,  pounds,  francs,  marks,  lire,  drachmas,  pesos,  in  whatever 
currency  is  handy.  One  such  man  is  Ezra  Zilkha  of  the  legendary  Baghdad 
banking  family,  whose  late  father,  Khedoury,  was  such  a  power  in  the  Middle 
East  that,  whon  he  left  Baghdad  in  1926  because  of  threats  on  his  life,  the 
interest  rate  jumped  1%.  Still  only  43,  Ezra  runs  the  family's  international 
jnking  firm  of  Zilkha  &  Sons,  and,  in  partnership  with  the  Wachovia  Bank 
&  Trust  of  Winston-Salem,  N.C.  and  the  Fidelity  Bank  of  Philadelphia, 
runs  the  American  International  Bank.  When  the  flight  from  the  French 
egan,   FORBES  went  to  him  to  ask  his  assessment  of  the   situation. 


Wt  11  these  scare 
headlint  about  "a  world  monetary 
crisis."  What  m  the  street 
wants  to  knou  s  this  af- 
fect him?  Could  this  c  isis  bring,  on 
another  world  .  i,  as  The  Wall 
Street  Journal  In  d? 

Zilkha:  It's  not  really  a  crisis,  except 
in  the  headlines.  It's  merely  a  turbu- 


lence in  the  world  monetary  system. 
There  have  been  many  such  turbu- 
lences but,  despite  them,  the  system 
has  worked  remarkably  well  for  the 
past  20  years.  If,  when  you  talk  about 
the  man  in  the  street,  you  mean  the 
average  citizen  of  the  U.S.,  the  pres- 
ent turbulence  doesn't  mean  very 
much  to  him  now.  It's  a  remote  thing. 
We  are  living  in  a  $900-billion  econ- 


'What  de  Gaulle  did  was 
comparable  to  what 
would  happen  if 
General  Motors  decided 
to  hoard  cash  instead 
of  putting  it  back 
into  the  business/' 


omy,  the  strongest  the  world  has  ever 
seen,  in  a  land  that  works  harder  than 
any  other  and  produces  more.  The 
turbulence  now  occurring  can't  great- 
ly affect  this  economy  and  it,  there- 
fore, does  not  have  any  immediate 
consequence  for  the  average  Ameri- 
can. Of  course,  what  is  happening 
now  will  affect  what  happens  later 
but  I  don't  think  it's  something  to 
worry  about  now. 

Why  does  the  world  have  these 
recurrent  monetary  turbulences,  as 
you  call  them? 

Zilkha:  They  are  basically  a  result 
of  the  present  philosophical  approach 
of  the  governments  of  the  Western 
world.  We  are  still  living  under  the 
spell  of  the  Depression.  When  we 
think  of  the  Depression,  we  think  of 
people  unable  to  find  jobs,  of  people 
evicted  from  homes,  of  people  stand- 
ing in  breadlines. 

The  Depression  made  people  de- 
termined to  cushion  these  blows,  and 
this  determination  is  reflected  in  the 
policy  of  every  government  in  the 
West.  It's  reflected  in  world  monetary 
policy.  Now,  in  order  to  cushion  the 
blows  of  the  economy,  we  have  done 
things  that  are  basically  artificial,  to 
both  stimulate  and  regulate  the  econ- 
omy. Such  as  our  world  monetary  pol- 
icy. By  saying  this,  I  don't  mean  to  say 
I'm  against  these  measures,  but  clear- 
ly we  have  a  situation  in  every  nation 
in  the  West  where  the  head  demands 
one  thing  and  the  heart  another. 

Could  you  be  more  precise  on  how 
this  determination  to  cushion  the 
blows  of  the  economy  has  shaped 
world  monetary  policy? 

Zilkha:  Until  World  War  II,  curren- 
cies were  tied  to  gold,  sterling  and 
partly  the  dollar.  This  was  inherently 
an  unstable  system  because  currencies 
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TALKS  ABOUT 
INVESTMENT  DECISIONS 
FOR  CAPITAL  GAIN 


Investment  decisions  aimed  at  capital 
gain  require  facts.  Happily,  communi- 
cation advances  have  speeded  up  the 
playback  of  business  facts.  Not  just  the 
broad  economic  and  political  events  which 
affect  security  prices.  But  equally  im- 
portant, a  fast  flow  of  correlated  informa- 
tion that  enables  you  to  evaluate  the  un- 
derlying basics.  A  company's  position  in 
its  field.  Its  R  &  D  capability.  The  market 
penetration  of  its  present  products.  And 
management's  ability  to  improve  sales 
and  generate  profits. 

These  factors  give  you  a  firm  frame- 
work for  your  capital  gain  decisions.  Add 
Kidder,  Peabody's  broad  experience  in 
Providing  individual  attention  to  each 
:ustomer's  investment  problems  and  that 
cramework  is  even  more  solid. 

How?  First  of  all,  we  serve  as  architects 
)f   corporate    finance.    Raising    growth- 


capital  for  corporations;  assisting  in 
mergers,  acquisitions,  and  evaluations. 
(Last  year  we  were  involved  in  more  cor- 
porate financings  than  any  other  firm.) 
This  constant  involvement  helps  keep  us 
abreast  of  important  changes  and  trends 
within  industries.  We're  also  a  recognized 
leader  in  private  placements,  preferred 
stocks,  block  sales  and  tax-exempt  bonds. 

Our  comprehensive  investment  re- 
search— gathered  by  several  of  the  rec- 
ognized specialists  in  their  field — con- 
stantly evaluates  the  ever  changing  facts 
about  selected  companies  and  their  securi- 
ties. Kidder's  research  philosophy  is  not  to 
cover  the  field  with  reports.  Our  concern 
is  for  the  qualitative  needs  of  customers, 
many  of  whom  are  substantial  investors. 

One  of  their  prime  concerns  is  tax  sell- 
ing. For  example,  this  year  the  10%  sur- 
charge applies  only  from  April,  so  its 


effective  rate  is  7.5%.  If  the  surcharge  ex- 
pires on  schedule,  in  June  1969,  the  effec- 
tive rate  could  be  as  low  as  5%  next  year. 
While  our  representatives  are  not  tax 
men,  their  day  to  day  investment  involve- 
ment can  help  you  evaluate  the  present 
and  future  potential  of  securities  based  on 
your  investment  goals. 

Yes,  our  representatives  are  individual- 
ists. And,  they  are  backed  up  by  Kidder, 
Peabody's  unusually  broad  range  of  in- 
vestment activity.  Talking  to  one  might 
be  the  best  investment  you  could  make. 

■■  Kidder,  Peabody 
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1/ 


I  Members  Net 


INCORPORATED 
founded  1865 
jYork  and  American  Slock  Exchanges 

20  EXCHANGE  PLACE  •  NEW  YORK,  N.Y.  10005 
Boston  » Philadelphia  •  Chicago  •  Los  Angeles  •  San  Francisco 
Atlanta  ■  Dallas  and  24  other  cities  across  the  country 


GROWTH   REPORT 

A  strike  of  production  and  mainte- 
nance workers,  which  extended  from 
September  3  to  October  25,  sus- 
pended all  production  and  shipments 
from  the  Company's  main  plant,  and 
will  adversely  affect  sales  and  earn- 
ings for  the  second  half  of  the  year. 
Recently  announced  earnings  for  the 
third  quarter  and  first  nine  months 
of  1968  were  $.43  and  $1.85  per 
share  respectively,  compared  to  $.07 
and  $1.46  in  1967.  As  the  Com- 
pany's new  rolling  mill  comes  into 
production  in  1969,  the  Company 
should  continue  its  scheduled  growth 
in  sales  and  earnings. 

DIVIDEND  NO.  209 

The  Board  of  Directors  of  Latrobe 
Steel  Company  has  declared  a  reg- 
ular quarterly  dividend  of  15  cents 
per  share  on  the  common  stock,  pay- 
able December  30,  1968,  to  share- 
holders of  record  at  the  close  of 
business  December  10,  1968. 

November  22,  1968  G.  E.  McDonald 
Latrobe,  Pa.  Secretary 
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As  I  See  It 

fluctuated  so  much.  Toward  the  end 
of  the  war,  in  1944,  the  governments 
met  at  Bretton  Woods  to  eliminate 
the  instability  of  the  system.  They 
set  up  a  system  of  fixed  currencies 
revolving  around  the  dollar  and  gold. 
They  made  the  dollar  the  basis  of 
worldwide  finance.  The  dollar  be- 
came the  standard.  Currencies  were 
permitted  to  fluctuate  only  by  1%  on 
either  side. 

When  you  do  this,  stresses  and 
strains  are  bound  to  develop.  How- 
ever, consider  this:  The  system  has 
worked.  It  has  worked  for  two  dec- 
ades. It  has  vastly  helped  the  ex- 
pansion of  world  trade  by  eliminating 
the  uncertainties  of  currency  fluctua- 
tions. It  has  made  possible  almost  a 
free  exchange  of  currencies. 

Occasionally,  it  has  been  necessary 
to  make  adjustments,  but  we've  had 
very  few  major  currency  devaluations 
in  the  postwar  period. 

Why  are  stresses  and  strains  and 
consequent  turbulence  bound  to  de- 
velop? 

Zilkha:  Again  we  must  go  back  to 
what  I  was  talking  about  earlier:  the 
political  philosophy  that  developed 
from  the  experience  of  the  Depres- 
sion. People  no  longer  accept  the  idea 
that  severe  downturns  in  the  economy 
are  inevitable.  They  no  longer  accept 
the  idea  of  periodic  unemployment. 
They  demand  full  employment.  They 
demand  a  constantly  rising  standard 
of  living.  They  demand  the  elimina- 
tion of  poverty.  And  governments 
have  accepted  this  as  a  goal.  Un- 
fortunately, or  fortunately,  people 
want  everything  today.  And  the  world 
can't  move  that  fast.  So  governments 
have  to  borrow  from  the  future;  and 
that  causes  inflation.  When  you  have 
inflation,  say,  in  England,  it  puts  a 
strain  on  the  pound;  in  France,  on 
the  franc.  This  creates  a  problem  in 
maintaining  fixed  rates  of  exchange. 
However,  it's  a  problem  the  central 
banks  have  shown  great  wisdom  in 
overcoming  in  the  past,  as  they  have 
been  showing  in  overcoming  it  now. 
It's  true,  of  course,  that  all  the  solu- 
tions they  come  up  with  are  tempo- 
rary. So  what's  wrong  with  that? 
Everything  in  life  is  temporary. 

(Uncial  de  Gaulle  has  argued  that 
we  should  go  back  to  a  worldwide 
monetary  system  based  on  gold  in- 
stead of  the  dollar  and  that,  in  order 
to  make  this  feasible,  the  U.S.  should 
raise  the  price  of  gold. 

Zilkha:  I  won't  argue  for  it.  Nor  will 


I  argue  against  it.  Doubling  the  price 
of  gold,  which  de  Gaulle  wants, 
would  be  merely  another  way  of  in- 
flating. It  would  work  for  perhaps 
five,  ten  or  20  years,  until  prices  gen- 
erally caught  up  with  the  price  of 
gold.  And  it  would  have  certain  ad- 
vantages. For  one  thing,  it  would  cut 
the  U.S.  debt  in  half  overnight.  How- 
ever, you  have  to  consider  the  politi- 
cal factors  involved.  Politically,  such 
a  move  would  create  international 
turmoil.  There  was  a  time  when  eco- 
nomics determined  politics.  Today,  as 
I've  said,  politics  is  determining  eco- 
nomics; and,  in  considering  whether 
to  raise  the  price  of  gold,  political 
factors  must  come  first. 

Would  you  say  that  de  Gaulle's 
obsession  with  gold  has  been  respon- 
sible for  much  of  the  monetary  tur- 
bulence of  the  past  few  years? 

Zilkha:  Yes  and  no.  And  this  is  not 
only  because,  by  hoarding  gold,  de 
Gaulle  initially  put  a  strain  on  the 
pound  and  the  dollar.  De  Gaulle 
hoarded  gold  at  the  expense  of  neces- 
sary capital  improvements.  He  let 
France's  industrial  machine  fall  be- 
hind. Then,  when  the  strikes  came 
along,  shutting  down  production  and 
then  when  the  strikes  forced  de 
Gaulle  to  raise  wages,  people  who 
held  francs  began  to  fear  that  France 
wouldn't  be  able  to  compete  in  world 
trade.  So  there  was  a  flight  from  the 
franc,  and  more  turbulence. 

What  de  Gaulle  did  was  compara- 
ble to  what  would  happen  if  General 
Motors  decided  to  hoard  cash  instead 
of  putting  it  back  into  the  auto  busi- 
ness. For  the  first  few  years,  the  cash 
would  pile  up;  and  in  a  decade  Gen- 
eral Motors  would  be  out  of  business. 

It's  sad  what  is  happening  in 
France,  but  you  can't  be  too  hard  on 
de  Gaulle.  He  was  haunted  by 
France's  experience  with  unstable 
currencies  and  looked  on  gold  as  a 
solution.  It  proved  an  illusory  solu- 
tion. 

Part  of  the  difficulty,  of  course, 
comes  from  the  fact  that  West  Ger- 
many consistently  sells  more  abroad 
than  it  buys.  And  this  is  not  entirely 
the  result  of  the  efficiency  of  West 
German  industry.  West  Germany 
grants  heavy  subsidies  to  exporters. 

Zilkha:  Look  at  the  situation  this 
way:  You  have  a  family  that  has  been 
wealthy  for  several  generations.  It 
feels  an  obligation  to  others.  It  has 
responsibilities  to  others.  West  Ger- 
many  is   like   a   family   that   had  no 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities. 
The  offer  is  made  only  by  the  Prospectus. 

A  NEW  ISSUE  November  26,  1968 

General  Mortgage  Investments 

1,000,000  SHARES  OF  BENEFICIAL  INTEREST 

(Par  Value  $1  Per  Share) 


Price  $15.00  per  share 


Copies  of  the  Prospectus  may  be  obtained  from  such  of  the  undersigned  (who  are  among  the  underwriters 
named  in  the  Prospectus)  as  may  legally  offer  these  securities  under  applicable  state  securities  laws. 

This  announcement  is  neither  on  offer  to  sell  nor  solicitation  of  an  offer  to  buy  these  securities.  No  offering 
is  made  except  by  a  Pntspectrus  filed  with  the  Department  of  Law  of  the  State  of  New  York  and  the  Bureau 
of  Securities.  Department  of  Law  and  Public  Safety  of  the  State  of  New  Jersey.  Neither  the  Attorney 
General  of  the  State  of  \  en  )  ork  nor  the  Bureau  of  Securities  of  the  State  of  New  Jersey  has  passed  on,  or 
endorsed  the  merits  of  this  offering. 
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Incorporated 

Bache  &  Co.  Bear,  Stearns  &  Co.  Alex.  Brown  &  Sons  Burnham  and  Company 

Incorporated 

Clark,  Dodge  &  Co.       Dominick  &  Uominick,       R.  W.  Pressprich  &  Co.       New  York  Securities  Co. 

Incorporated  Incorporated  Incorporated 

Arthurs,  Lestrange  &  Co.  Baker,  Watts  &  Co.  Ball,  Burge  &  Kraus 

Bateman  Eichler,  Hill  Richards  D.  H.  Blair  &  Company  Boettcher  and  Company 

Incorporated 

J.  C.  Bradford  &  Co.  Dain,  Kalman  &  Quail  A.  G.  Edwards  &  Sons,  Inc. 

Incorporated  Incorporated 

Eppler,  Guerin  &  Turner,  Inc.  First  of  Michigan  Corporation  Robert  Garrett  &  Sons,  Inc. 

Halle  &  Stieglitz  H.  Hentz  &  Co.  J.  J.  B.  Hilliard,  W.  L.  Lyons  &  Co. 

Hirsch  &  Co.  Howard,  Weil,  Labouisse,  Friedrichs  and  Company  Johnston,  Lemon  &  Co. 

Incorporated 

Kohlmeyer  &  Co.  Legg  &  Co.  Loewi  &  Co.  McCormick  &  Co.,  Inc. 

Incorporated 

McDonald  &  Company  The  Milwaukee  Company  Mitchum,  Jones  &  Templeton 

Incorporated 

The  Ohio  Company  Piper,  Jaffray  &  Hopwood  Prescott,  Merrill,  Turben  &  Co. 

Putnam,  Coffin  &  Burr-Doolittle,  Inc.  Rauscher  Pierce  &  Co.,  Inc.  Watling,  Lerchen  &  Co. 

Affiliate  of  Advest  Co. 

Saunders,  Stiver  &  Co.  Abbott,  Proctor  &  Paine                          Birr,  Wilson  &  Co.,  Inc. 

George  D.  B.  Bonbright  &  Co.  The  First  Columbus  Corporation       First  Nebraska  Securities  Corp. 

Joseph,  Mellen  &  Miller,  Inc.  Laird,  Bissell  &  Meeds,  Inc.        Manley,  Bennett,  McDonald  &  Co. 

Murch  &  Co.,  Inc.  Powell,  Kistler  &  Co.                         Rotan,  Mosle-Dallas  Union,  Inc. 

Wagenseller  &  Durst,  Inc.  Winslow,  Cohu  &  Stetson                           Almstedt  Brothers 
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Julien  Collins  &  Company  Mackall  &  Coe     A.  E.  Masten  &  Co.  Moore,  Leonard  &  Lynch 
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Newburger  &  Co.      Roberts,  Scott  &  Co.,  Inc.      J.  N.  Russell  &  Co.,  Inc.      Stern,  Frank,  Meyer  &  Fox 

Incorporated 

Stifel,  Nicolaus  &  Company  Suplee,  Mosley,  Close  &  Kerner  Vercoe  &  Co. 

Incorporated  Incorporated 
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As  I  See  It 

responsibilities  to  others.  No  Empire. 
It  worked  and  acquired  great  wealth. 
Germany's  industry  was  destroyed 
and  then  completely  rebuilt  with  Al- 
lied money,  and  they  found  them- 
selves with  a  very  modern  plant.  On 
top  of  this,  the  Germans  work  hard 
and  do  not  make  heavy  demands  for 
high  wages.  So  they  have  become 
prosperous,  but  they  are  only  starting 
to  accept  their  responsibilities  to 
other  nations. 

I  have  to  admire  the  English.  They 
have  been  completely  responsible 
about  their  obligations  even  though 
this  imposed  enormous  financial 
burdens  on  a  small  country  that  also 
had  been  devastated  by  the  war  and 
then  had  lost  its  Empire.  They 
couldn't  rebuild  and  modernize  the 
way  the  Germans  did.  Add  to  this 
the  fact  that  the  English  have  a 
different  attitude  toward  work  and 
that  they  are  at  a  serious  competitive 
disadvantage. 

However,  I  have  enormous  admira- 
tion for  the  English  bankers.  They 
are  very  courageous,  have  lots  of 
imagination,  unlike  the  bankers  in 
some  other  countries.  I  admire  this 
in  a  banker  because  I  like  to  think 
they  are  in  my  game. 

Our  own  balance-of-payments  prob- 
lem has  been  alleviated  recently  by 
a  rush  of  European  money  into  Wall 
Street.  This  is  a  neio  development. 
Was  it  sparked  by  the  fears  created 
by  the  difficulties  of  the  French  franc 
and  the  stability  of  Europe,  generally? 

Zilkha:  Only  in  part.  Mostly  it's  the 
result  of  the  increasing  sophistication 
of  the  European  investor.  I'm  not 
using  the  word,  sophistication,  in  the 
way  Wall  Street  does  when  it  talks 
about  "the  sophisticated  investor." 
What  I'm  talking  about  is  the  grow- 
ing realization  among  European  in- 
vestors that  the  best  hedge  against 
inflation  is  owning  a  part  of  a  well- 
managed  company  that  makes  a  good 
product  for  profit  and  has  potentiali- 
ties for  growth. 

This  growing  realization  is  largely 
a  result  of  the  fact  that  U.S.  invest- 
ment houses  and  mutual  funds  have 
done  a  fine  job  of  making  Europeans 
equity  conscious.  Considerable  sales- 
manship has  been  going  on.  Sophisti- 
cated Europeans  now  realize  that  any- 
one who  has  accumulated  money 
should  invest  a  good  part  in  the  U.S. 
The  U.S.  has  bigness,  relative  stabil- 
ity of  government,  a  growing  indus- 
try and  a  great  deal  of  liquidity. 
These  are  the  prime  requisites  for 
sound  investing.  ■ 
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This  advertisement  is  neither  an  offer  to  sell  nor  a  solicitation  of  offers  to  buy  any  of  these  securities. 

The  offering  is  made  only  by  the  Prospectus. 

NEW  ISSUE  November  20, 1968 

$150,000,000 

The  Anaconda  Company 

6%%  Debentures  Due  1993 


Price  99.50%  and  accrued  interest 


Copies  of  the  Prospectus  may  be  obtained  from  any  of  the  several  underwriters, 
including  the  undersigned,  only  in  States  in  which  such  underwriters  are  qualified 
to  act  as  dealers  in  securities  and  in  which  the  Prospectus  may  legally  be  distributed. 


The  First  Boston  Corporation 

Blyth  &  Co.,  Inc.  Kuhn,  Loeb  &  Co.  Salomon  Brothers  &  Hutzler 

Drexel  Harriman  Ripley  Eastman  Dillon,  Union  Securities  &  Co. 

Incorporated 

Glore  Forgan,  Wm.  R.  Staats  Inc.  Goldman,  Sachs  &  Co.  Halsey,  Stuart  &  Co.  Inc. 

Hornblower  &  Weeks-Hemphill,  Noyes  Kidder,  Peabody  &  Co.  Lazard  Freres  &  Co. 

Incorporated 

Lehman  Brothers  Loeb,  Rhoades  &  Co.  Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated 

Paine,  Webber,  Jackson  &  Curtis    Smith,  Barney  &  Co.    Stone  &  Webster  Securities  Corporation 


Incorporated 


Wertheim  &  Co.  White,  Weld  &  Co.  Dean  Witter  &  Co.  Paribas  Corporation 

Incorporated 


The  Money  Men 
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An  Age-Old 
Fascination 


Even  in  the  days  when  Wall 
Street  was  threadbare  and  brokers 
moonlighted  to  stay  alive,  charting 
exerted  its  age-old  fascination.  To- 
day, too,  it  has  its  True  Believers, 
and  many  others  who  are  not  or- 
thodox chartists  carefully  study 
the  squiggles  on  the  graphs  for 
clues  to  market  action.  In  one  way 
or  another  they  all  draw  on  the 
High  Priest  of  the  cult,  a  67-year- 
old  alumnus  of  the  Massachusetts 
Institute  of  Technology,  John  Ma- 
gee,  of  Springfield  \  ,  c). 
Magee  has  authored  two  of  to- 
day's    basic    stock-market    books. 


One  is  the  authoritative  text  on 
charting  (written  with  the  late 
Robert  D.  Edwards)  called  Tech- 
nical Analysis  of  Stock  Trends.  The 
other  is  a  rambling,  pretentious,  yet 
sometimes  insightful  book  entitled 
The  General  Semantics  of  Wall 
Street.  The  first,  written  in  1948, 
tells  how  to  read  charts.  The  second, 
written  in  1958,  draws  widely  from 
philosophy,  psychology  and  game 
theory  in  an  ambitious  attempt  to 
explain  why  charts  work. 

Back  in  1956  writer  John  Brooks 
was  looking  for  Wall  Streeters 
worthy  of  New  Yorker  magazine 
profiles.  He  discovered  Magee  and 
made  him  the  subject  of  a  9,000- 
word  piece  in  the  June  23,  1956 
issue;  the  article  is  reprinted  in 
Brooks'  best-selling  The  Seven  Fat 
Years.  Today  Magee,  a  legend  in 
his  own  time,  owns  and  runs  the 
12-year-old  John  Magee,  Inc., 
which,  in  addition  to  the  Stock 
Advisory  Service,  sells  charts, 
charting  paper  and  publishes  the 
Magee  books. 

Brooks  became  interested  in 
Magee  because  he  saw  that  he  was 
a  genuine  scholar  who  was  not 
simply  rehashing  old  ideas.  This 
year  Jerry  Goodman  has  hit  the 
best-seller  lists  with  his  The  Money 
Game,  about  the  stock  market. 
Magee  said  many  of  the  same 
things  a  decade  ago  in  his  General 
Semantics  (but  said  them  without 
Goodman's  wit):  The  stock  market 
is  a  game;  the  players  aren't  sim- 
ply in  it  to  make  money,  but  for 
psychological  compensations.  In 
General  Semantics,  Magee  wrote 
that  the  public  is  in  the  market  for 
the  thrill  of  gambling,  the  oppor- 
tunity to  prove  its  manhood,  even 
for  distraction  from  an  unsatis- 
factory home  life.  Ego  gratifica- 
tion, in  short. 

That's  where  Magee's  charts 
come  in.  They  show  things  as  they 
are,  he  says,  not  as  people  would 
like  them  to  be.  Magee  says:  "Be- 
cause people  generally  behave  in 
the  same  way,  their  behavior  re- 
sults in  similar  patterns  on  the 
charts.  Charts  give  you  a  rational 
presentation  of  what's  happening 
to  a  stock." 

Talking  with  Magee  in  his  office 
last  month,  we  made  the  obvious 
objection:  Charts  can  only  show 
trends.  How  can  you  tell  when 
the  chart  is  going  to  reverse?  How 
do  you  know  whether  a  breakout 


from  a  resistance  level  is  a  false 
breakout?  Whether  a  breakdown 
through  a  resistance  line  may  be 
merely  the  last  shake  of  the  tree 
before  a  long-dormant  stock  starts 
going,  up? 

Magee's  answer  didn't  satisfy  us, 
but  it  satisfies  him:  The  fault  in 
such  cases  is  in  ourselves,  not  in 
the  charts.  The  charts  can't  be 
wrong,  but  the  interpretation  can 
be.  At  such  times  Magee  is  like 
the  True  Believer  in  every  religion : 
The  revelation  is  there,  but  the 
Poor  Sinner  can't  read  it. 

His  religion  has  yet  another  as- 
pect: It  teaches  not  to  be  greedy. 
In  his  words:  "One  of  the  worst 
things  an  investor  can  be  is  too 
success  oriented.  The  minute  you 
lower  your  goals  the  better  your 
performance  becomes."  Perhaps 
because  of  the  influence  of  the 
Great  Depression  (he  got  out  of 
M.I.T.  in  1923),  Magee  tends  to 
regard  Preservation  of  Capital  as 
more  important  than  Growth  of 
Capital.  "I'm  at  my  best  on  the 
defensive,"  he  says. 

John  Magee  is  the  authentic 
prophet  of  a  line  that  goes  back 
to  Charles  H.  Dow  and  his  disci- 
ple, William  Peter  Hamilton.  Dow 
founded  the  Wall  Street  Journal 
and  thought  up  the  Dow-Jones 
averages.  From  the  averages  Ham- 
ilton derived  a  theory  that  Magee 
still  holds:  The  stock  market  re- 
flects all  hopes,  fears,  expectations 
and  knowledge;  read  the  charts  of 
the  market  correctly  and  get  fore- 
knowledge. 

In  the  Twenties  and  Thirties  a 
man  named  Richard  Schwabacker, 
a  financial  editor  of  Forbes,  ap- 
plied the  Dow  Theory  to  individual 
stocks  and  so  laid  the  groundwork 
for  modern  charting.  When  Schwa- 
backer died,  his  brother-in-law, 
Robert  D.  Edwards,  kept  up  his 
chart  studies.  After  a  varied  career 
in  advertising  and  selling,  Magee 
joined  Edwards  in  his  market 
studies.  The  Technical  Analysis 
book  grew  out  of  this  partnership. 
Ten  years  later  Magee  tried  some- 
thing that  had  never  been  success- 
fully done  before:  In  General 
Semantics  he  tried  to  show  the 
"why"  behind  the  "how"  of  chart- 
ing. In  1953  he  abandoned  his 
independent  market  research  to 
work  for  an  advisory  service.  Three 
years  later  he  started  his  own  ad- 
visory business. 
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Six  good  reasons  why  only  $5  now 

could  make  1969  your  best  investment  year, 


Yes,  just  $5  is  all  it  costs  to  take  your  first  step  to  invest- 
ment success  in  1969  .  .  .  just  S5  to  join  the  more  than 
74,000  astute  investors  who  turn  to  FINANCIAL  WORLD 
each  week  for  that  steady  flow  of  investment  help  to  give 
them  the  extra  margin  of  profit  with  minimum  risk  that 
thev  demand  for  their  investments. 


You  receive  all  this: 


1.  TWELVE  WEEKLY  ISSUES- FULL  OF  MARKET  NEWS:  Every  week 

for  the  next  twelve  weeks  you  will  receive  a  copy  of  Financial 
World.  You'll  find  this  professional,  prestigious  magazine  filled 
with  articles  of  interest  and  value  .  .  .  spot  trends  of  current  issues 
and  securities,  interviews,  profiles,  industry  and  company  surveys, 
a  wealth  of  investment  news  and  ideas,  plus  timely  studies  and 
reports  on  current  investment  opportunities,  Mutual  Funds,  etc. 
The  sort  of  dollars-and-sense  information  well  worth  the  alert 
investor's  thoughtful  attention. 

2.  THREE  MONTHLY  SUPPLEMENTS,  "INDEPENDENT  APPRAISALS": 

Every  month  for  the  three  months  of  your  special  subscription 
you'll  get  a  detailed,  updated  digest  of  current  stock  information — 
prices,  earnings,  dividends,  etc — and  also  our  independent  ratings  on 
as  many  as  1,900  listed  stocks.  We  think  you'll  find  it  profitable  to 
be   as    well-informed    and    up-to-the-minute   as   we   can   make   you. 

3.  PERSONAL  ADVICE  BY  MAIL:  As  a  subscriber,  you're  entitled  to 
ask  us  for  buy  hold  sell  advice  on  any  one  listed  security  that 
interests  you  at  the  particular  time.  Write  us  for  specific  advice 
at  any  time  during  your  subscription — as  often  as  once  a  week, 
if  you  like. 

4.  VALUABLE  BONUS  BOOK:  You'll  also  get— as  a  special  gift— a 
iop\  of  our  exclusive  "2-page  handbook,  Your  Step-by-Step  Guide 
to  Investment  Success.  The  34  chapters  in  this  book  help  clear  away 
the  mystery  and  the  myths  from  investing — explain  portfolio- 
planning,  dollar  averaging,  how  to  read  a  balance  sheet,  depreci- 
ation, leverage,  investment  timing,  and  many  other  aspects  of 
knowledgeable  investing  you  should  understand. 

j.  brbUAL  oIUDIcb:  You  will  also  receive  by  return  mail  these 
Special  Studies  of  current  investment  opportunities:  "Quality 
Stocks  at  Low  P  K  Ratios  Now  and  "Lagging  Blue  Chips."  These 
are  typical  of  the  informed  and  prudent  investment-and-stocks 
analyses  you'll  find  in  every  issue  of  Financial  Worl4- 

6.  MONEY-BACK  GUARANTEE:  That's  right!  Of  course  we  cant 
guarantee  you  profits  on  your  investments,  but  we  can  promise 
you'll  get  your  subscription  cost  returned  in  full  at  any  time 
during  the  first  30  days,  if  any  part  of  our  service  fails  to  satisfy 
you.  We're  convinced  you'll  find  a  subscription  to  Financial  World 
a  wise  investment,  indeed.  Try  one,  and  prove  these  six  good 
reasons  to  yourself — just  mail  the  coupon  today. 

ADDITIONAL  SAVINGS:  We'll  send  you  all  of  the  above  services— and 
include  at  no  additional  cost — the  annual  edition  of  our  352-page 
Stock  Factograph  Manual  (regular  price:  $5.00),  which  gives 
65,000  pertinent  facts  on  more  than  2,250  different  stocks — if  you 
wish  to  accept  a  6  months'  subscription  for  $13.50,  or  a  full  year's 
subscription  at  only  $24.  Check  the  appropriate  box  in  the  coupon 
below.  The  money-back  guarantee  covers  all  of  these  offers. 


A  unique  combination  of 
a  financial/investment  magazine 
with  added  investment  aids  developed  over 
66  years  of  successful  service  to  investors. 


FORECAST  FOR  1969 

Don't  miss  the  Special  January  15,  1969  "Annual  Re- 
view and  Forecast"  issue  of  FINANCIAL  WORLD 
featuring:  Investment  Programs  for  1969;  Which 
Growth  Stocks  Now?;  The  Technical  View;  Mutual 
Funds    plus    other    valuable    investment    features. 

This  Special  Issue  will  be  included 
in  your  subscription  if  you  act  now. 


□  I  enclose  $5— returnable  on  money-back  guarantee.  Send  me  12  weeks 
of  Financial  World  plus  special  reports.  3  monthly  supplements  of 
"Independent  Appraisals"  with  Advice-by-Mai]  privileges  and  the  valuable 
BONUS  B.ok 


□  I  enclose  $13.50— returnable  on  money-back  guarantee.  Send  me  6 
months  126  issues)  of  Financial  World,  and  all  of  jhe  above  benefits  and 
privileges  plus  the  Slock  Factograph  Manual. 


□  I  enclose  824— returnable  on  money-back  guarantee.  Send  me  a  full 
year  (52  issues)  of  Financial  World,  and  all  of  the  benefits  and  privileges 
including  the  Stock  Factograph  Manual. 


FINANCIAL  WORLD 

Dept.  FB-1215 

17  Battery  Place,  New  York,  N.Y.  10004 


Name 


Address.. 
City 


Slate 

This  subscription  is  not  assignable. 


...Zip.. 
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AMERICA'S  FIRST  TOBACCO  MERCHANTS 

DIVIDEND   NOTICE 

A  dividend  of  $.63  per  share  on  the  Common  Stock  of 
Lorillard  Corporation  has  been  declared  payable  December 
20,  1968,  to  stockholders  of  record  immediately  prior  to  the 
close  of  business  November  29,  1968.  Checks  will  be  mailed. 


New  York,  November  20,  1968 


G.  O.  DAVIES, 
Executive  Vice  President 
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PUBLIC  SERVICE  ELECTRIC  AND  GAS  COMPANY 

QUARTERLY  DIVIDENDS 
The  Board  of  Directors  has  declared 
the  following  dividends  for  the  quar- 
ter ending  December  31, 1968: 


All  dividends  are  payable  on  or  be- 
fore December  23,  1968  to  stock- 
holders of  record  November  29, 
1968. 

MALCOLM  CARRINGTON,  JR. 
Secretary 


PUBLIC  SERVICE  ELECTRIC  AND  GAS  COMPANY 

SERVING  NEW  JERSEY/LAND  OF  AMAZING  ADVANTAGES 


Dividend 

Class  of  Stock 

Per  Share 

Common 

$  .41 

$1.40  Dividend 

Preference  Common 

$  .35 

Cumulative  Preferred 

4.08%  Series 

$1.02 

4.18%  Series 

1.045 

4.30%  Series 

1.075 

5.05%  Series 

1.2625 

5.28%  Series 

1.32 

6.80%  Series 

1.70 

dividend  notice 


MIDDLE   SOUTH   UTILITIES,   INC. 

The  Board  of  Directors  has  this  day  declared  a  dividend 
of  22rf  per  share  on  the  Common  Stock,  an  increase  of  VAl 
per  share,  payable  January  2,  1969,  to  stockholders  of  record 
at  the  close  of  business  December  12,  1968. 

ANNEM.  FITZGERALD 
Secretary 

THE  MIDDLE  SOUTH  UTILITIES  SYSTEM 

Arkansas  Power  &  Light  Company      Mississippi  Power  &  Light  Company 
Louisiana  Power  &  Light  Company     New  Orleans  Public   Service    Inc. 


November  22,  1968 


For  all  of  this,  Magee's  advisory 
service  is  only  modestly  successful. 
It  operates  in  what  looks  like  a  sec- 
ond-floor dentist's  office  in  the 
shabby  downtown  section  of 
Springfield,  Mass.  As  an  investor, 
Magee  concedes  he  hasn't  been 
notably  successful.  "It  is  only  in  the 
past  few  years  that  I  have  been  able 
to  afford  investing  in  stocks,"  he 
says.  "I  have  been  too  busy  build- 
ing up  my  business."  (As  for  co- 
author Edwards,  Magee  says:  "He 
never  bought  a  stock  in  his  life.") 

At  this  point  the  reader  wants  to 
know:  If  this  guy  is  so  smart,  how 
come  he  isn't  rich?  Forbes  will  try 
to  answer  the  question: 

Magee's  problem,  if  problem  it 
is,  is  that  he  was  more  interested 
in  studying  the  game  than  in  play- 
ing it.  Other  men  use  his  charting 
methods  with  greater  success.  But 
most  of  them  operate  on  the  as- 
sumption that  the  squiggles  on  the 
graph  are  without  meaning  unless 
related  to  the  fundamental  eco- 
nomic and  social  factors  behind 
them.  Where  Magee  is  orthodox, 
they  are  eclectic. 

To  shut  off  the  psychological 
distraction  that  might  interfere  with 
pure  charting,  Magee  long  ago 
boarded  up  the  windows  in  his 
Springfield  office.  In  shutting  out 
the  distractions  he  shut  out  the 
world  as  well.  This  seems  to  have 
prevented  him  from  realizing  that 
popular  psychology  was  changing, 
that  the  public  was  getting  into 
the  game  on  a  scale  unprecedented 
even  in  1927-29.  He  forgot  that 
in  such  a  market  stocks  could  be 
merchandised  even  as  autos  or 
soup:  uranium  stocks  one  year, 
electronics  the  next,  computer 
leasing  and  fried  chicken  the  next. 

Magee  overlooked  the  signifi- 
cance of  new  corporate  forms  like 
conglomerates.  He  wasn't  prepared 
for  the  affluent  society. 

Undaunted,  Magee  likes  to  re- 
peat his  own  philosophy:  that  one 
of  the  best  ways  to  fail  is  to  set 
your  sights  too  high;  one  of  the 
best  ways  to  succeed  is  to  set 
relatively  modest  goals.  Comfort- 
able and  respected,  John  Magee 
has  few  regrets.  His  career,  how- 
ever, illustrates  a  basic  truth:  that 
the  stock  market  is  as  big  and 
broad  and  complicated  as  life  it- 
self, and  no  single  system,  no  single 
theory,  no  matter  how  clever,  can 
ever    beat    it.  ■ 
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RAPID-AMERICAN 
CORPORATION 


Rapid-American 

The  company  and  the  concept 


I  JOSEPH  H  ■     CROSS 
COHEN    I  COUNTRY  I 
&  SONS    ■  CLOTHES 


McCRORY 
:ORPORATION 

,  (KM  ►>  >• 


LEEDS 

TRAVELWEAR 


GLEN  ALDEN 
CORPORATION 


LERNER  SHOPS 


S.  KLEIN 


OTASCO- 
ECONOMY  AUTO 


McCRORY- 
MclELLAN-GREEN 


BEST  &  CO. 


This  is  McCRORY  CORPORATION 


Collided  autonomy-  individuals 
using  llicir  inilialive,  having 
authority  to  act  upon  it,  and  look- 
ing lo  fellow  executives  lor  guid- 


i\  a  key  lo  progress  in  this  'total 
retailing'  company.  \lc(  ,'rory's  live 
operating  nnils  willi  some  I'lOO, 
stoics  male  il  one  of  tin-,  lan'rst 
retailers  in  I  he  country: 


McCrory-McLellan-Green,  one  of 

the  largest  and  oldest  variety  store 
chains  with  580  stores,  and  more 


S,  Klein,  operating  1.' 


Lerner  Shops,  largest  chain  exclu- 
sively selling  women's  and  chil- 
dren's apparel  with  370  stores. 


Otasco-Economy  Auto,  105  stores 
in  south/southwest;  auto  products, 
appliances,  housewares. 


Best  &  Co.,  including  the  famous 
Fifth  Avenue  store  in  New  York 
(lily  and  15  branch  stores. 


Offices:  711  Fifth  Avenue,  New 
York,  N.Y.  10022. 


The  World's 

most  traveled  containers 

go  Union  Pacific 

With  dockside  service  at  more  major  USA  West  Coast  ports 
than  any  other  railroad  .  .  .  routing  Union  Pacific  affords 
faster,  more  dependable  container  delivery  to  Overland 
Common  Point  markets  anywhere  in  the  USA. 

Make  your  next  container  shipping  connection  with 
Union  Pacific  for  any  one  of  these  West  Coast  ports: 
Seattle,  Tacoma,  Olympia,  Longview,  Vancouver  (Wash.), 
Portland,  San  Francisco  Bay  Ports,  Los  Angeles  Harbor  and 
Long  Beach.  Your  U.P.  freight  salesman  has  all  the 
details.  Ask  him. 


And  for  confidential  information  about 

choice  industrial  sites  in  the 

Union  Pacific  West,  contact 

Edd  H.  Bailey,  President, 

Union  Pacific,  Omaha,  Nebr.  68102. 


GATEWAY   T 
YOUR   WORlu    ' 


The  Economy 


Who  Needs  Them? 


It's  easy  to  get  the  feeling  that 
your  father  and  grandfather  had  a 
much  easier  time  of  it.  Things  did 
not  move  quite  so  fast  for  them. 
Now  an  engineer's  knowledge  ma) 
be  burned  out  and  obsolete  just  a 
few  years  after  he  graduates.  But 
wait.  Before  you  start  feeling  sorry 
for  yourself,  think  about  how 
much  more  difficult  it  will  be  for 
your  counterpart  in  an  under- 
developed country  to  catch  up. 
Coming  from  a  much  lower  base. 
his  problems  of  adjustment  will  be 
even  more  wrenching. 

At  least  our  grandfathers  grew 
up  with  an  industrialization  that 
was  already  a  going  concern.  We 
merely  have  had  to  live  with  an 
acceleration  of  the  process.  The 
underdeveloped  nations,  however, 
arc  having  to  jump  from  virtually 
no  industry  at  all  into  the  age  of 
computers  and  automation.  In  the 
U.S.  we  had  decades  to  upgrade 
our  work  force  from  farm  labor 
and  ditchdigging  to  skilled  indus- 
trial workers.  Japan,  in  a  shorter 
time,  made  the1  same  transition. 
But  the  underdeveloped  countries 
won't  have  this  kind  of  time. 

There  are  perhaps  a  billion  or  so 
people  in  the  world  today  who,  no 
matter  how  cheaply  they  work, 
can't    compete    with    machinery. 


So  what  happens  to  them? 

One  South  Korean  entreprenuer 
who  didn't  see  this,  rounded  up  a 
syndicate  that  in  1955  built  one  of 
the  most  modern  biscuit  factories 
(with  U.S.  machinery)  that  could 
be  built.  His  customers  were  to  be 
the  American  forces  in  Korea  and 
the  South  Korean  army.  The 
South  Korean  government,  how- 
ever, closed  his  plant  down  be- 
cause it  would  have  resulted  in 
mass  unemployment  for  the  thou- 
sands of  one-man  bakeries  that 
were  supplying  biscuits  to  the 
armies. 

White  elephants  like  the  bis- 
cuit factory  illustrate  the  problems 
in  transferring  technology.  Anthony 
J.  Wiener,  chairman  of  the  re- 
search council  of  the  Hudson  In- 
stitute, a  think-tank  organization, 
cautions  the  underdeveloped  coun- 
tries to  go  slow.  "When  they're 
looking  for  hydroelectric  projects," 
he  says,  "there  is  a  tendency  for 
the  best-trained  engineers  to  look 
for  high  dams  with  many  feet  of 
water  because  it's  the  kind  of 
thing  that  they  can  do  best.  But 
in  many  of  the  underdeveloped 
countries  which  have  shallow  and 
slow-moving  rivers,  you  can  build 
much  cheaper  dams  requiring 
less  engineering  sophistication  and 
more  labor.  Low,  wide  dams 
would  result  in  much  cheaper 
hydroelectric     power.     These     are 


not  the  projects  the  engineer 
would  be  most  proud  of  and  which 
are  most  fashionable — the  kind 
that  are  being  built  in  the  Alps." 

Zygmunt  Nagorski,  of  the  Hud- 
son Institute,  just  recently  returned 
from  a  fact-finding  trip  to  Vietnam 
on  postwar  and  wartime  economic 
development.  "There  I  met,"  says 
Nagorski,  "a  Vietnamese  engineer 
who  said  that  he  will  never  be  able 
to  come  back  to  Vietnam.  He  said 
he  had  been  overtrained  for  the 
Vietnamese  economy."  Studies  have 
shown  that  over  90%  of  the  Asian 
students  in  the  U.S.  do  not  intend 
to  return  home. 

On  the  one  hand,  therefore,  the 
underdeveloped  countries  must 
have  investment  in  plant.  On  the 
other,  they  must  have  jobs  for  un- 
educated people.  The  movement 
to  the  cities  is  not  just  a  phenom- 
enon of  the  developing  countries. 
The  urban  population  of  Latin 
America,  for  instance,  has  risen 
from  39%  to  50%  since  1950,  and 
the  trend  is  continuing. 

So  there  you  are.  The  under- 
developed countries  need  capital 
intensive  technology.  But  they  also 
need  jobs  for  their  burgeoning  pop- 
ulation. How  are  they  going  to 
reconcile  these  seemingly  unrecon- 
cilables?  It  is  one  more  rough  prob- 
lem for  the  world  to  face  as  a 
consequence  of  the  population  ex- 
plosion. ■ 
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Telesr**owtIi™ 


BABSON'S 

NEW  TELEGRAPHIC 

AGGRESSIVE  GROWTH 

PORTFOLIO  SERVICE 


TELEGROWTH  is  the  result  of  requests 
from  regular  Babson  clients  and  other  in- 
vestors who  have  expressed  a  desire  to 
speculate  "on  the  side"  with  a  portion  of 
their  funds  without  materially  disturbing 
their  basic,  long-range  investment  plans. 
As  its  name  implies,  TELEGROWTH  is  de- 
signed to  be  a  very  closely  supervised 
high-performance,  high-risk,  growth  port- 
folio service  with  buy  and  sell  advice 
flashed  to  clients  by  telegram. 
Briefly,  here  is  how  TELEGROWTH  works: 

1  Babson's  specially  appointed  Aggres- 
sive Investment  Committee  has  set  up  a 
master  model  TELEGROWTH  portfolio 
service  with  only  one  investment  objec- 
tive in  mind  —  substantial  capital  growth 
in  the  shortest  possible  time.  Securities 
selected  for  your  TELEGROWTH  portfolio, 
although  likely  to  be  speculative  in  nature, 
will  be  carefully  researched  and  actively 
supervised  in  an  all-out  effort  to  obtain 
maximum  performance. 

2  If  you  decide  to  subscribe  to  TELE- 
GROWTH, we  will  mail  you  YOUR 
MASTER  MODEL  TELEGROWTH  PORT- 
FOLIO as  it  stands  on  that  day,  along 
with  complete  instructions.  You  will  then 
build  your  own  TELEGROWTH  portfolio 
by  buying,  through  your  broker,  each  of 
the  recommended  TELEGROWTH  stocks 
in  proportion  to  the  total  capital  you  are 
willing  to  commit  to  such  a  venture. 

3  In  striving  for  maximum  performance, 
Babson's  Aggressive  Investment  Commit- 
tee will  keep  your  master  model  TELE- 
GROWTH portfolio  under  continuous, 
close  supervision.  They  will  notify  all 
TELEGROWTH  clients  of  recommended 
new  purchases  and  sales  by  telegram. 

The  annual  fee  for  TELEGROWTH  is  $240. 

It  should  be  clearly  understood  that  we 
recommend  TELEGROWTH  only  to  inves- 
tors whose  personal  circumstances  and 
investment  outlook  permit  them  to  allo- 
cate a  portion  of  their  funds  to  a  frankly 
speculative,  but  diligently  supervised  ven- 
ture. If  you  are  among  this  group,  how- 
ever, we  fee!  confident  that  you  would  do 
well  to  add  TELEGROWTH  as  a  specula- 
tive supplement  to  your  present  long- 
range  investment  program.  For  complete 
information  on  TELEGROWTH,  sirrtDly  mail 
this  coupon. 


Please  send  me  complete  details  on  TELE- 
GROWTH, Babson's  new  Telegraphic  Growth 
Portfolio  Service.  Dept.  F-269 

Name 


Street  &  No. 


City- 


-State 


-Zlp- 


—  hiffl  &AaZ — 


BABSON'S  REPORTS 

Incorporated 

WELLESLEY  HILLS.  MASS    02181 
FOUNDED  IN  1904  BY  ROGER  W    BABSON 


STOCK  ANALYSIS 

By  Heinz  H.  Biel 


Farewell  To  '68 


This  has  been  quite  a  year,  chock 
full  of  surprises  reminding  all  sooth- 
sayers of  the  futility  of  their  efforts. 
Who  would  have  dared  to  predict 
that  President  Johnson  would  bow  out 
of  the  contest  many  months  before 
the  conventions?  Or  that  the  French 
franc  would  be  fighting  for  its  life 
only  a  year  after  France  had  given 
a  not-so-gentle  shove  to  force  the  de- 
valuation of  the  pound  sterling? 

The  economists,  by  and  large,  came 
out  rather  well  with  their  forecast  of 
more  of  the  same:  more  inflation,  more 
prosperity  and  more  records  all  over 
the  economic  scene. 

This  has  been  a  good  3  ear  for  the 
investor.  Stocks  have  had  their  ups 
and  downs,  but  there  have  been  no 
cataclysmic  declines.  Although  one 
always  hears  the  slogan  that  it  is  a 
market  for  stocks  rather  than  a  stock 
market,  and  that  selectivity  is  the  key 
to  investment  success,  this  year  fa- 
vored the  average  investor  with  a 
soundly  diversified  portfolio.  With 
popularity  rotating,  almost  every  in- 
dustry group  had  its  time  in  the  sun. 
Even  the  utilities,  which  had  been 
languishing  for  a  frustratingly  long 
period,  finally  emerged  from  the  dol- 
drums and  surpassed  their  old  highs 
which  had  been  set  as  long  ago  as 
April  1967. 

The  sheer  breadth  of  the  advance 
has  left  the  field  of  investments  as 
barren  as  if  it  had  been  grazed  over 
time  and  again  by  a  herd  of  hungry 
investors.  Undoubtedly  this  is  the  case. 
Institutional  investors,  and  in  this 
context  I  do  not  wish  to  include  the 
strongly  capital-gains-oriented  go-go 
funds,  are  combing  the  stock  list 
meticulously  in  their  urgent  need  to 
find  meritorious  stocks  in  which  to 
place  the  steady  stream  of  billions  of 
dollars.  This  year  Europeans  too  have 
been  buyers  of  American  stocks  on  a 
very  substantial  scale,  and  while  part 
of  it  is  strictly  speculative,  the  bulk 
is  true  investment  money. 

Brokers'   Payola 

The  year  has  also  witnessed  the 
revival  of  the  new-issue  market  for 
common  stocks.  As  so  many  of  them 
have  risen  quickly  to  big  premiums 
above     the    original     offering    price, 

Mr.    Biel    is    i    partner    in    the    New    York    Stock 
Exchange   firm   of  Emanuel,   Oeetjen  &  Co. 


speculators  have  become  utterly  in- 
discriminate and  are  trying  to  get  a 
piece  of  any  new  issue  that  comes 
to  the  market.  Who  bothers  to  read 
the  prospectus?  These  people  hardly 
know  the  name  of  the  stock  they  are 
buying,  nor  do  they  care  about  the 
details  of  these  companies.  Some  of 
them  are  good,  to  be  sure,  but  many 
are  painfully  flimsy.  They  just  take 
advantage  of  the  market's  ravenous 
appetite  for  new  issues,  one  which 
will  swallow  just  about  anything.  We 
have  gone  through  all  this  before,  and 
know  darn  well  that  this  fool's  par- 
adise is  not  going  to  last  forever.  If 
Forbes  readers  are  among  the  for- 
tunate receivers  of  such  new  stock 
offerings,  which  often  are  nothing 
but  a  legitimate  form  of  brokers'  pay- 
ola, my  advice  to  them  is  to  accept 
it  as  such  and  not  to  try  to  make  a 
long-term  capital  gain  out  of  it.  The 
game  may  be  over  long  before. 

As  one  buys  stocks  for  capital  ap- 
preciation rather  than  income,  it  is 
most  important  to  weigh  the  upside 
potential  against  the  downside  risk. 
Because  of  the  market's  broad  ad- 
vance this  year,  and  because  of  the 
strong  probability  that  corporate  prof- 
its next  year  will  at  best  be  not  much 
better  than  this  year's  earnings,  the 
relationship  between  opportunity  and 
risk  has  worsened.  Except  for  the  com- 
forting knowledge  that  a  few  more 
billion  dollars  of  institutional  money 
will  continue  to  pour  into  our  stock 
market,  there  is  not  much  reason  for 
exuberant  bullishness. 

Whenever  old  pros  among  the  an- 
alysts and  investment  advisers  are  at 
a  loss  to  find  acceptable  stocks  with 
a  favorable  gain-risk  ratio,  it  is  time 
to  be  cautious  rather  than  aggressive. 
Perhaps  there  is  not  much  risk  in  buy- 
ing the  steels  at  present  depressed 
levels,  but  I  fail  to  see  any  worth- 
while opportunity  in  them  either.  In- 
terlake  Steel  (33),  which  is  beginning 
to  diversify,  might  be  an  exception, 
and  the  $1.80  dividend  rate  (for  a 
5.5%  return)  is  so  well  protected  by 
earnings  averaging  well  over  $3  a 
share  for  the  past  five  years  that  it 
should  provide  a  good  downside  cush- 
ion. With  a  book  value  of  about  $44 
a  share  and  a  rather  solid  earnings 
record,  Interlake  could  be  an  attractive 
takeover  target  for  some  conglomer- 


FORBES,  DECEMBER  15,  1968 


ate.  International  Harvester  (37), 
which  just  finished  its  poorest  year 
**  since  1963  with  earnings  of  about 
$2.50  a  share  ( down  from  well  over 
$3  in  each  of  the  four  preceding 
vears),  is  likely  to  have  a  worthwhile 
profit  recover)  in  its  current  fiscal  year 
which  might  very  well  be  reflected  in 
a  higher  price  for  the  stock.  This  is 
no  glamour  stock,  but  here  too  the 
SI. 80  dividend  rate  (for  a  near  5% 
return)  provides  downside  protection. 

Turnarounds 

For  main  years  Martin  Marietta 
(28)  has  been  a  very  dull  stock.  Since 
1961,  sales  declined  nearly  50?  and 
earnings  per  share  fell  from  SI. 91  to 
SI. 64  in  1967.  Now  the  company, 
one  of  the  nation's  largest  aerospace 
manufacturers  and  a  major  producer 
of  construction  materials,  appears  on 
the  threshold  of  a  turnaround.  Heavy 
development  expenses  in  connection 
with  the  Walleye  air-to-surface  missile 
penalized  1967  earnings  but  will  no 
longer  adversely  affect  profits.  The 
Senate  has  just  approved  the  Sentinel 
antiballistic  missile  defense  system,  in 
which  Martin  also  has  an  interest.  A 
pickup  in  construction  activity  is  ex- 
pected next  year,  Adding  a  further 
speculative  potential  is  Martin's  re- 
cently acquired  11%  interest  in  Harvey 
Aluminum,  which  could  presage  a 
merger  of  the  two  companies.  Earn- 
ings  this  year  are  estimated  at  S2  a 
share  and  could  hit  a  record  S2.40  in 
1369.  At  12  times  estimated  1969 
profits,  the  stock  is  an  interesting  com- 
mitment on  a  semispeculative  basis. 

Marcor  (55)  was  recently  formed 
as  a  merger  ot  Montgomery  Ward 
and  Container  Coip.  While  this  mar- 
riage does  not  make  much  sense  from 
a  business  viewpoint,  the  new  com- 
pany lias  a  more  leveraged  capital 
structure  than  the  two  components 
had  when  they  were  single.  Leverage, 
of  course,  boosts  per-share  earnings 
and  works  fine  when  earnings  are 
rising.  Apparently  this  is  now  the  case. 
Management  estimates  results  for  the 
current  fiscal  year  ending  Jan.  31, 
1969  at  $2.93  a  share — an  impressive 
gain  over  the  preceding  year's  pro 
forma  SI. 85.  The  rehabilitation  of 
Montgomery  Ward  has  been  painfully 
slow  in  coming,  and  it  is  by  no  means 
certain  that  it  has  been  accomplished. 
Herein  lies  the  main  risk  in  Marcor. 
The  intriguing  aspect,  however,  is  that 
there  is  still  so  much  room  for  im- 
provement before  profit  margins  even 
remotely  approach  those  of  other  ma- 
jor retail  organizations.  In  my  opinion, 
the  risk-gain  ratio  is  favorable  and  I 
would  be  inclined  to  speculate  on  it.  ■ 

Mr.  Hooper  is  on  a  business  trip. 
His  column  will  be  in  the  next  issue. 
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O'NEIL  FUND 


A  mutual  fund  with  primary 

emphasis  on  the  possible  growth  of 

capital.  Not  designed  for  investors 

seeking  dividend  income. 

Available  in  the  continental  United  States  exclusively  from : 

William  O'Neil  &  Co.,  Incorporated 
Investment  Advisers — offices  at: 

430  North  Camden  Drive,  Beverly  Hills,  Calif.  90210 

Union  Bank  Square,  Orange,  Calif.  92668 

Please  send  me  a  prospectus  and  report  on  the  O'Neil  Fund.    I 


STREET  ADDRESS 


CITY  AND  STATE 


ZIP       | 


HOME  TELEPHONE 


OFFICE  TELEPHONE       I 

M-128 


Maximum  Sales  Charge  6% 

O'Neil  Fund  has  a  qualified  investment  plan  under  the  provisions  of  the  Keogh  Act  (HR-10). 


This  advertisement  is  wither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  Securities.  No  offering  is 

made  except  by  a  Prospectus  filed  with  the  Department  of  Law  of  the  State  of  New  York  and  the  Bureau 

of  Securities,  Department  of  Law  and  Public  Safety  of  the  Stale  of  New  Jersey.  Neither  the 

Attorney  General  of  the  State  of  New  York  nor  the  Bureau  of  Securities  of  the  State 

of  New  Jersey  has  passed  on  or  endorsed  the  merits  of  said  offering. 

Any  representation  to  the  contrary  is  unlawful. 


November  27,  1968 


597,800  Shares 


eakvid 


NURSING  CENTERS  OF  AMERICA,  INC. 

Common  Stock 

($.50  Par  Value) 


Price  $58.50  per  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  Stale  from  only  such  of  the  undi 

as  may  legally  offer  these  Securities  in  compliance  with  the  securities  laws  of  such  State. 


Walston  &  Co.,  Inc. 
er&Co.    Clark,  Dodg< 

a  ted  Incorporate 

Ladenburg,  Thalmann  &  Co. 


Bear,Stearns&Co.     A.  G.  Becker  &  Co.    Clark,  Dodge  &  Co.     Dominick&Dominick, 

Incorporated  Incorporated  Incorporated 

W.  C.  Langley  &  Co. 


Shearson,  Hammill  &  Co. 

1  n corpora  ted 


Shields  &  Company 

Incorporated 


Goodbody  &  Co. 

R.  W.  Pressprich  &  Co 

Incorporated 

F.S.Smithers&Co.     Blair&Co.,Inc.     Boettcher  and  Company    J.C.  Bradford  &  Co. 

Incorporated 

Courts  &  Co.      Estabrook  &  Co.      First  of  Michigan  Corporation      H.  Hentz  &  Co. 

Rauscher  Pierce  &  Co.,  Inc. 


Hirsch  &  Co. 

Incorporated 


McDonnell  &  Co. 

Incorporated 
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TECHNICIAN'S  PERSPECTIVE 

By  John  W.  Schulz 


Who's  Overbought? 


More  than  two  years  after  the  1966 
bear-market  low,  main  people  un- 
derstandably are  asking  whether  the 
bull  market,  which  now  has  lifted 
the  New  York  Stock  Exchange  all- 
common-stock  composite  by  over  50% 
and  the  Dow-Jones  industrials  by  over 
30%,  might  not  be  in  imminent  dan- 
ger of  topping  out.  There  are,  ba- 
sically, two  ways  of  tackling  this 
problem.  One  is  to  ask  whether  stocks 
are  dangerously  overpriced  relative 
to  current  and  prospective  earnings. 
The  other  is  to  ask  whether  the  stock 
market  has  become  sufficiently  over- 
bought, in  a  technical  sense,  to  sell- 
ing pressures  on  a  bear-market  scale. 

On  the  score  of  possible  overvalua- 
tion, opinions  can  vary  widely  at 
present  because  a  consensus  has  not 
yet  jelled  regarding  the  direction  and 
pattern  of  next  year's  corporate  earn- 
ings trend.  Relative  to  this  year's 
earnings,  average  stock  prices  clearly 
are  not  at  bargain  levels,  but  neither 
are  they  exorbitant  by  comparison 
with  price/earnings  multiples  at  the 
1966  and  1961  bull-market  peaks. 
Moreover,  it  is  probably  fair  to  say 
that  any  downward  adjustment  in  the 
average  multiple  that  might  be  called 
for  to  discount  a  possible  slackening 
in  earnings  next  year  should  not  be  so 
great  as  to  call  for  a  full  bear  market 
in  prices. 

Record   Selling 

The  question  whether  the  bull  mar- 
ket has  become  hopelessly  overbought 
can  be  answered  in  considerably 
greater  detail.  One  thing  seems  im- 
mediately clear:  The  so-called  public 
lot  bought  common  stocks  in  ex- 
e  quantities.  True,  individual 
investors  have  been  net  sellers  of 
stock  in  each  of  the  past  ten  years, 
but  during  the  first  half  of  1968  their 
net  liquidation  reached  a  record  an- 
nual rate  2  billion.  So,  even 
selling  of  individuals  tapered 
off  during  the  second  half,  the  full- 
year  total  is  virtu:  ertain  to  ex- 
ceed last  s  billion,  which  in 
turn  compared  with  $4.4  billion  in 
1965  and  $2.6  billion  in  J961  (both 
prebear-market  j  tars ) . 

This  year's  massive  net  selling  by 
individual  investors  also  makes  it  diffi- 
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cult  to  conclude  that  the  public  has, 
collectively,  overreached  itself  buying 
new  stock  issues.  As  this  column  re- 
cently pointed  out,  1968  retirements 
of  common  stock  are  likely  to  exceed 
new  issues  by  some  $1  billion.  In  the 
previous  new-issue  boom  (1961), 
net  new  stock  issues  amounted  to 
about  61%  of  the  year's  increase  in 
the  narrowly  defined  money  supply 
(demand  deposits  plus  currency).  In 
1968  a  net  reduction  in  the  floating 
supply  of  common  stock  is  likely  to 
contrast  with  a  net  increase  of  over 
$10  billion  in  new  money.  These  are 
not  relationships  from  which  one  can 
infer  that  this  year's  new-issue  craze 
has  fatally  weakened  either  the  pub- 
lic sector  or  the  stock  market  at  large. 

What  about  the  institutional  in- 
vestors? In  the  first  six  months  of 
1968,  according  to  SEC  data,  institu- 
tions bought  some  $4.1  billion  more 
stock  than  they  sold.  Respectable  as 
this  total  is,  it  suggests  that  the  in- 
stitutions may  end  the  year  with  net 
purchases  amounting  to  less  than  the 
$10.5  billion  they  poured  into  the 
stock  market  in  1967.  The  short-fall 
would  probably  be  largely  accounted 
for  by  the  mutual  funds,  which,  in 
the  aggregate,  made  a  net  investment 
of  under  $650  million  in  common 
stocks  during  the  first  nine  months 
of  1968,  against  $2  billion  in  the 
same  period  last  year,  and  $1.6  bil- 
lion for  all  of  1967.  Furthermore,  at 
the  end  of  last  October,  the  funds 
held  a  collective  reserve  of  cash  and 
equivalents  equal  to  6.6%  of  their 
total  net  assets  (representing  excess 
potential  buying  power  of  perhaps 
$800  million),  compared  with  5.5%  at 
the  peak  of  the  1962-66  bull  market, 
and  4.3%  at  the  high  of  the  1960-61 
advance.  So  here,  too,  it  would  be 
difficult  to  specify  the  existence  of 
a  dangerously  overbought  technical 
position. 

One  other  category  of  stock-mar- 
ket participant — the  foreign  investor 
— has  lately  risen  to  major  promi- 
nence. Since  April  1967  foreigners 
have  been  heavy  net  buyers  of  Amer- 
ican stocks.  During  the  first  eight 
months  of  1968  their  net  purchases 
totaled  nearly  $1.3  billion,  compared 
with  $753  million  for  all  of  1967. 
Contrary  to  what  one  might  have  ex- 
pected, this  flow  of  overseas  money 


into  the  U.S.  stock  market  was  espe- 
cially heavy  in  November  1967,  when 
the  pound  sterling  was  devalued  and 
many  feared  that  the  dollar  would 
shortly  follow  suit;  it  was  even  greater 
during  the  first  quarter  of  1968,- 
which  saw  stock  prices  fall  against 
the  background  of  a  sizzling  gold 
crisis  that  seemed  to  threaten  chaos 
for  the  international  monetary  system. 
Apparently,  European  investors, 
'  -whose  activities  are  being  increasingly 
directed  by  institutional  managements, 
have  rediscovered  the  merits  of  the 
American  stock  market  as  a  haver 
for  capital.  Ownership  of  equities  rep- 
resenting the  tangible  assets  and  earn- 
ing power  of  U.S.  corporations  pre- 
sumably has  become  more  desirable 
in  the  eyes  of  investors  overseas  than 
values  domiciled  in  other  countries, 
where  markets  are  much  smaller  and 
far  less  liquid.  In  addition,  with  the 
prospect  of  eventual  peace  in  Viet- 
nam and  a  sharply  declining  federal 
budget  deficit,  the  dollar  seems  to 
have  acquired  a  new  look  of  growing 
solidity,  certainly  by  comparison  with 
most  Continental  currencies.  Thus, 
while  there  may  be  no  way  of  gaug- 
ing at  what  point  foreign  investors 
are  overbought  in  American  common 
stocks,  it  is  probably  reasonable 
to  assume  that  the  tide  of  overseas 
investment  dollars  is  not  likely  to  dry 
up  or  reverse  any  time  soon. 

Money  for  the  Market 

In  fact,  no  single  major  stock-mar- 
ket sector  seems  in  danger  of  running 
out  of  money.  That's  why  I  suspect 
stock  prices  will  not  be  seriously  af- 
fected by  the  slowdown  in  money 
growth  that  has  become  apparent 
since  about  midsummer.  Dollars  from 
abroad  probably  have  more  than  made 
up  for  it  and  may  well  continue  to 
do  so.  Institutional  investors  generally 
are  blessed  with  huge  cash  inflows 
that  do  not  seem  directly  geared  to 
changes  in  the  rate  of  money  growth. 
And  the  dear  old  public  has  been 
selling  stock  on  balance  all  along. 

In  sum,  so  far  as  I  can  see,  the 
primary  components  of  the  stock  mar- 
ket's over-all  supply-demand  structure 
show  no  evidence  of  being  critically 
overbought  and  therefore  do  not  sug- 
gest that  the  post- 1966  bull  market 
is  about  to  yield  to  a  new  bear  mar- 
ket. On  the  other  hand,  it  has  no 
doubt  become  increasingly  realistic 
to  be  on  the  lookout  for  another  in- 
termediate-trend reaction  (say,  about 
7%-10%  DJI).  But  at  press  time,  I  can 
find  no  clear  technical  indications 
that  such  a  setback  impends  or  is 
more  likely  than  not  to  materialize 
before  the  Dow  has  passed  its  1966 
peak  at  995.  ■ 
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Do  you  really  know 
the  company  you  keep- 
or  buy,  or  sell? 


Is  your  hard-earned  capita!  efficiently  invested  in 
its  stock,  or  do  other  issues  represent  better  values 
for  you  in  terms  of  your  own  personal  investment 
goals? 

Do  you  know  how  the  company  earns  its  money,  how 
much  it  earns,  and  at  what  rate? 


Can  you  quickly  find  out,  without 
obligating  yourself  to  anyone,  the 
trend  and  amount  of  the  company's 
sales,  profit  margins,  book  value, 
earnings,  dividends,  dividend  pay- 
out ratios,  and  price-earnings  ratios 
for  each  of  the  past  15  years? 

.  .  .  the  company's  5-year  growth 
rates  for  each  of  the  past  14  years 
and  the  estimate  for  this  year? 
...  or  how  the  course  of  its  cash 
earnings  per  share  relates  to  the 
average  monthly  price  range  per 
share  over  the  past  15  years? 
...  or  what  the  cash  earnings  per 
share  may  average  for  the  period 
3  to  5  years  from  now? 
.  .  .  the  company's  debt  and  prior 
dividend  obligations? 
.  .  .  the  number  of  outstanding 
shares    and    percentage   of   them 
traded  each  month  this  year  and 
in  past  years? 

. . .  whether  company  insiders  have 
been  buying  or  selling  on  balance? 
.  .  .  and  what  mutual  funds  have 
been  doing  in  the  stock? 

Can  you  objectively  appraise  how 
the  stock  is  likely  to  perform  in  the 
market  (1)  during  the  next  12 
months  ...  (2)  three  to  five  years 
from  now  ...  (3)  beyond  five  years 
from  now? 

These  are  some  of  the  many 
questions  investors  ask  in  order 
to  take  intelligent  decisions. 

If  you  have  the  answers  to  these 
questions  regarding  1400  widely 
held  common  stocks,  or  if  they  are 
readily  accessible  to  you  in  your  own 
home  or  office,  you  probably  are  al- 
ready a  subscriber  to  The  Value  Line 
Investment  Survey. 

If  you  want  to  have  answers  that 
inform  and  fortify  your  judgment 
and  keep  you  continuously  in- 
formed on  your  investments  after 


you  have  made  them  as  well  as  be- 
fore you  select  them,  you  may  be 
ready  for  the  systematic  investment 
guidance  — the  research,  analyses, 
disciplined  evaluations,  and  recom- 
mendations provided  every  week  by 
Value  Line. 

SEE  FOR  YOURSELF 
-AND  SEE  WHY 

We  invite  you  to  discover  The 
Value  Line  Investment  Survey  for 

yourself  under  our  30-day  money- 
back  guarantee:  If  you  are  dissatis- 
fied with  Value  Line  for  any  reason, 
return  the  material  within  30  days 
for  a  full  and  prompt  refund. 

The  coupon  below  will  bring  you 
every  week,  for  the  term  you  check, 
full-page  reports  on  about  100  or 
more  different  stocks  and  analyses 
of  their  industry  groups  .  .  .  plus  the 
24-page  Weekly  Summary  of  Advices 
&  Index,  giving  you  Value  Line's  lat- 
est determinations  of  what  relative 
price  changes  you  can  reasonably 


expect  —  and  when  —  for  each  of 
the  1400  stocks  under  weekly  eval- 
uation by  Value  Line's  70  research 
specialists  .  .  .  plus  the  8-page  edi- 
torial section,  Selection  &  Opinion, 
which  includes  Value  Line's  Recom- 
mended Stock  of  the  week  or  Special 
Situation  of  the  month  and  its  analy- 
sis of  the  business  and  stock  market 
outlook.  In  addition,  you  will  receive 
Value  Line's  monthly  Special  Report 
on  Officer-Director  Transactions  and 
the  quarterly  Special  Report  on  In- 
vestment Company  Transactions. 

BONUS* With  the  annual  or  3- 
month  trial  subscription,  Value 
Line  will  ship  to  you  immediately 
its  2-volume  Investors  Reference 
Library,  which  will  give  you  the  lat- 
est reports  on  all  1400  stocks  that 
have  been  published  prior  to  your 
subscription.  During  the  subscrip- 
tion period  all  1400  full-page  re- 
ports will  be  revised  and  updated 
systematically  every  13  weeks. 

With  Value  Line  in  your  office  or 
library,  you  will  be  able  to  find  ob- 
jective and  current  appraisals  of 
the  stocks  you  buy  ...  or  sell  .  .  . 
or  keep. 


In  fairness  to  regular  subscribers,  who  pay 
$167  a  year  for  The  Value  Line  Investment 
Survey,  we  cannot  make  the  $5  introductory 
subscription  available  to  those  who  have  had 
such  a  4-week  subscript/on  within  the  past 
six  months. 


i 


□  ONE  YEAR- $167 
(52  EDITIONS) 


DS 


MONTH  TRIAL- 
3  EDITIONS) 


$44 


Send  me  the  complete  service  for  the  term  checked  plus 
—as  a  bonus— the  2-volume  Investors  Reference  Library 
consisting  of  Value  Line  sections  published  during  the 
13  weeks  preceding  start  of  this  subscription. 
D  Payment  enclosed  □  Bill  me 


□ 


FOUR-WEEK  TRIAL-$5 

(4  EDITIONS) 


Send  me  a  4-week  introduc- 
tory subscription  to  the  full 
service  for  $5.  I  enclose 
payment. 


J 


If  oissatisfied  for  any  reason,  I  have  up  to  30  days  to  return  the  material 
for  a  full  refund  under  your  money-back  guarantee. 


|     Name  (please  print). 

i 


Address  . 


AA-1624 


City. 


.State 


.Zip. 


(Subscript/on  fees  are  deductible  for  income  tax  purposes.  N.Y.C.  residents, 
please  add  5%  sales  tax;  other  .YY.  State  res/dents,  add  applicable  sales  tax.) 

THE  VALUE  LIIVE 

INVESTMENT    SURVEY 

Published  by  Arnold  Bernhard  &  Co.,  Inc. 
5  EAST  44th  STREET,  NEW  YORK,  N.  Y.  10017 

No  assignment  oi  this  agreement  will  be  made  without  subscriber's  consent.) 
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How  to  have 
your  portfolio  of 

$5,000  to  $50,000 

supervised  for 

capital  growth 

objectives 

Here  are  the  five  simple  steps  you 
take  to  benefit  from  the  Danforth 
Associates  Investment  Manage- 
ment Plan: 

1.  Write  us  now  for  a  42-page 
booklet  describing  this  tested  plan. 
No  obligation.  No  one  will  call 
you.  We  serve  clients  all  over  the 
world  (in  at  least  55  countries) 
solely  by  correspondence. 

2.  Study  our  methods  and  goals. 
See  how  we  will  try  to  help  your 
money  grow  by  carefully  selecting 
and  supervising  your  investments 
in  leading  common  stocks.  Com- 
pare the  10-year  "Performance 
Record"  of  all  the  funds  we  have 
managed. 

3.  Send  us  a  "Request  Form"  tell- 
ing the  amount  of  cash  or  securities 
you  want  us  to  manage,  how  you 
want  dividends  and  fees  handled 
and,  if  you  wish,  a  little  data  on 
your  own  financial  plans. 

4.  Open  your  own  account  with  a 
large  NYSE  Member  Firm  which 
has  one  office  serving  Danforth 
clients  only.  Deposit  your  cash 
and/ or  securities  in  this  account 
and  give  them  limited  power  to  ac- 
cept instructions  from  us  —  with  all 
transactions  to  be  made  only  in 
your  name. 

5.  From  here  on,  our  analysts  will 
make  decisions  to  try  to  help  your 
capital  grow  as  fast  as  possible  con- 
sistent with  reasonable  precautions. 
As  in  any  selection  of  investments, 
losses  do  and  will  occur,  but  you 
will  know  their  decisions  promptly. 
You  receive  monthly  accountings 
and  quarterly  evaluations.  You  can 
withdraw  at  any  time. 

The  plan  thus  far  has  proved,  we 
believe,  especially  efficient  in  pro- 
viding cup;:.  ,;owth  supervision 
to  porti.  ,  starting  with  from 
$5,000  to  00.  To  take  your 

first  step  no  imply  write  "send 
booklet"  with  vour  name  and  ad- 
dress and  mail  to  Dept.  D-12. 

Danforth  Associates 

Wellesley  hills,  Mass.,  us. a   0h8i 

Investment  Management    .    IneorpontU  '  19)6 


THE  MARKET  OUTLOOK 

By  Sidney  B.  Lurie 


The  X  Factor 

During  the  past  year  I've  often 
stressed  the  new  supply  /demand 
equation  that  has  arisen  as  a  result 
of  two  complementary  conditions:  the 
enormous  growth  of  the  professional 
investment  community,  and  the  con- 
tinuing relatively  low  volume  of  new 
common-stock  offerings.  I've  also 
said,  and  still  do,  that  this  new  force 
represents  a  bulwark  as  well  as  a 
potential  stimulant  since  institutional 
demand  may  grow  even  more  in  the 
next  five  years  than  it  has  in  the  past 
five.  Equally  important,  the  profes- 
sional emphasis  on  managing  money 
to  its  greatest  capabilities  not  only 
contributes  to  major  shifts  in  issue 
emphasis  but  suggests  that  a  new 
definition  of  the  so-called  long-term 
investor  has  come  into  being. 

In  my  opinion,  the  third  interna- 
tional monetary  crisis  in  a  year  will 
not  change  these  underlying  long- 
term  market  forces.  If  anything,  it 
points  up  the  basic  superiority  of 
American  stocks  to  other  investment 
media.  This  is  particularly  true  in  the 
case  of  the  European  investor  who, 
after  having  been  a  net  seller  of 
American  stocks  from  1964  to  1966, 
became  a  buyer  in  the  second  quarter 
of  1967.  And  this  year  net  purchases 
by  Europeans  probably  will  be  sub- 
stantially larger  than  their  aggregate 
buying  from  1959  to  1963.  The  rea- 
sons why  are  simple:  The  stability 
of  our  social  and  political  system,  the 
strength  of  our  economic  system  and 
the  technological  abilities  of  our  com- 
panies can't  be  duplicated  elsewhere 
in  the  world. 

All  of  which  indicates  that  there 
is  a  new  "x"  factor  in  the  matter  of 
issue  selection,  namely:  Does  the 
company  in  question  possess  sufficient 
dynamics  to  attract  professional  in- 
vestment attention?  This,  in  my  opin- 
ion, is  particularly  true  today.  There 
has  been  a  significant  change  in  issue 
preferences  during  the  past  six 
months.  In  turn,  this  change  in  em- 
phasis has  gone  far  towards  recogniz- 
ing previous  imbalances.  In  other 
words,  there  has  been  a  correction  of 
past  obvious  overvaluation  of  the  so- 
called  high  flyers,  plus  recognition  of 
the  undervaluation  in  the  more  tradi- 
tional  anas  of  the  marketplace.   Yet 

Mr.  Lurie  Is  a  partner  In  the  New  York  Stock 
Eichange    firm    of    Josephthal    &    Co. 


1  believe  that  the  emphasis  will  con- 
tinue to  be  chiefly  on  the  so-called 
backbone  industries,  the  special  bene- 
ficiaries of  today's  environment,  the 
companies  emerging  from  private 
periods  of  adversity,  rather  than  the 
high-technology  stocks  that  made 
headlines  in  1967.  This  is  where  the 
future  is  available  at  a  realistic  price. 

Encouraging  Prospects 

For  example,  few  realize  that 
Union  Carbide,  the  nation's  second- 
largest  chemical  producer,  obtains 
about  20%  of  its  roughly  $2.7-billion 
sales  volume  from  a  booming  con- 
sumer products  division  (Glad  Wrap, 
Dynel,  etc.).  Few  also  recognize 
the  probability  that  the  earnings 
downtrend  of  the  past  two  years 
is  now  over,  and  that  1969  plant 
start-up  costs  will  be  much  less  than 
the  large  burden  on  this  year's  earn- 
ings. With  the  company's  basic  posi- 
tion strong — depreciation  alone  is 
larger  than  reported  net,  which  this 
year  should  about  duplicate  last  year's 
$2.82  per-share  profit — and  past  capi- 
tal expenditures  having  added  a  still- 
to-be-exploited  earnings  potential,  I 
believe  Union's  1965-68  private  bear 
market  is  over.  Union  Carbide 
(around  47,  paying  $2,  with  a  1965- 
68  range  of  76-40)  is  an  interesting 
capital-gains  commitment. 

It's  a  relatively  simple  matter  to 
talk  about  airport-airways  congestion, 
industrywide  overcapacity,  etc.  But 
this,  in  my  opinion,  is  the  reason 
United  Air  Lines  is  now  selling 
around  43  (paying  $1,  with  a  1967- 
68  range  of  87-34).  And  no  one  has 
gone  back  to  traveling  via  train — 
witness  a  19%  increase  in  United's 
traffic  this  year,  plus  an  improved 
share  of  the  market  it  serves.  Given 
freedom  from  this  year's  operating 
harassments,  the  leverage  in  a  busi- 
ness that  produces  $1.1  billion  of 
gross  revenues  can  be  great.  For  ex- 
ample, a  two-point  increase  in  1968's 
subnormal  pretax  margins  would 
spell  $1.20  per  share  of  additional 
earnings.  Profits  this  year  should.be 
around  $2.25  per  share  vs.  the  all- 
time  peak  of  $4.19  in  1967,  a  decline 
that  I  feel  is  in  current  prices. 

I  also  believe  a  turnabout,  after  two 
down-trending  years,  is  developing  at 
International  Harvester    (around   36, 
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CONVERTIBLES 

577  convertible  bonds  and 

327  convertible  preferred  stocks 

now  currently  traded  can  be  ignored  by 
on  investor  only  to  his  own  detriment.  In 
mony  coses  an  intelligently  selected  con- 
vertible can  sharply  limit  risk  on  tl.c  down- 
side, while  providing  just  as  much  appre- 
ciation as  the  common  on  the  upside. 

Let  our  R.  H.  M.  Convertible  Survey- 
one  of  the  largest  convertible  services  in 
the  country,  and  subscribed  to  by  bankers, 
brokers    and    institutions    throughout    the  I 

investment     world — tell     you     the     whole  = 

story   of   the   convertible    bond    and    con- 
vertible   preferred    stock    and    outline    a  E 
method  by  which  you  can  profit  from  the 
904  convertibles   currently   traded. 

A  valuable  descriptive  folder  is  avail- 
able to  you  free  on  request  and  will  be 
sent  without  any  obligation.  Just  mail  this 
ad  with  your  name  and  address  to  "Con- 
vertibles" Dept.  FCF-35,  R.H.M.  Associates, 
220   Fifth    Ave..    New    York.   N.   Y.    10001. 

Send  today!  ^ 
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MARKET  TIMING  and 
STOCK  SELECTION 

by  POINT  and  FIGURE  technique 

This  method  of  market  analysis  builds 
your  independent  judgment  in  helping  to 
select  the  right  stocks  at  the  right  lime. 
Widely  used  by  professional  traders  and 
investors  in  their  market  operations. 

FREE  ON   REQUEST 

Literature  on  Figure  Charts  of  Stocks  and 
Commodities  ...  a  daily  or  weekly  price 
change  service  .  .  .  and  instruction  mate- 
rial. All  will  be  sent  free  on  request.  Just 
write  for  Portfolio   F-103. 

MORGAN,  ROGERS  &  ROBERTS,  Inc. 
150  Broadway*  New  York  38.  N.Y. 


E.I.DUP0NTDENEM0URS&  COMPANY 


Wilmington,  Del.,  November  18,  1968 
The  Board  of  Directors  has  declared  this 
day  regular  quarterly  dividends  of  $  1 .12 Va 
a  shore  on  the  Preferred  Stock  —  $4.50 
Series  and  87'/2«  a  shore  on  the  Preferred 
Stock — $3.50  Series,  both  payable  January 
25,  1969,  to  stockholders  of  record  at  the 
close  of  business  on  January  10,  1969; 
olso  $1 .75  a  share  on  the  Common  Stock 
as  the  year-end  dividend  for  1968,  pay- 
able December  14,  1968,  to  stockholders 
of  record  at  the  close  of  business  on 
November  26,   1968. 

H.  T.  BUSH,  Jr.  Secretary 


AGGRESSIVE 
INVESTMENT  ACCOUNTS 

managed  personally  by  our  Partner 

John  W.  Schulz 

minimum  $50,000  buying  power 

Wolfe  &  Co. 

Members  New  York  Stock  Exchange 
120  Broadway,  N.  Y.  10005 
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& VALUE 


paying  $1.80,  with  a  1966-68  range 
of  53-30 ) .  Trends  are  good  in  the 
heavy-duty  truck  field,  which  is  the 
company's  major  business,  and  this 
division  will  have  a  broader  line  in 
1969.  With  farm  income  up  and  the 
excess  inventories  that  penalized  the 
industry's  1968  sales  having  been 
substantially  corrected,  the  company's 
second-largest  division  should  enjoy 
improved  results.  The  bright  residen- 
tial building  outlook  points  to  a  better 
construction  equipment  year,  and  this 
third-largest  of  the  company's  divi- 
sions did  relatively  well  in  fiscal  1968. 
It  seems  to  me  that  a  new  fiscal  year 
has  started  with  the  hope  of  an  ap- 
approach  to  the  $3.31-per-share  profit 
of  1967,  which  was  whittled  to  about 
$2.50  per  share  in  the  just-ended  fiscal 
year. 

In  somewhat  different  vein,  for 
1968  earnings  should  be  up  about 
10%  to  a  new  record  in  the  $2.50-per- 
share  area,  I  can  also  enthuse  about 
Borg-Warncr  (around  35,  paying 
$1.25).  Apart  from  an  aggressive, 
growth-minded  management  and  the 
prospect  of  higher  profits  next  year, 
my  reasons  for  interest  are  threefold: 
1)  The  bulk  of  the  company's  $340- 
million-or-so  auto-parts  volume  comes 
from  a  fast-growing  foreign  operation, 
heavy-duty  truck  and  farm  equip- 
ment customers.  2)  With  some  $225 
million  of  volume  in  builder  and  con- 
sumer products — primarily  York  air 
conditioning  and  refrigeration  equip- 
ment— B-W  will  capitalize  on  the  al- 
ready-started  building  boom.  3)  The 
company's  chemical  and  plastics  oper- 
ation, a  $125-million  business,  is  a 
major  growth  area — and  not  just  be- 
cause of  color  telephones. 

To  my  way  of  thinking,  there  is 
little  reason  to  fear  that  France's  dif- 
ficulties will  upset  the  new  world 
monetary  order  of  a  two-price  gold 
system.  For  one  thing,  today's  head- 
lines reflect  the  long-known  fact  that 
the  franc  has  been  overvalued  and 
the  mark  undervalued.  While  the 
resolution  may  have  been  more  po- 
litical than  economic — for  France  has 
enough  gold  to  buy  time — the  fact 
remains  that  the  franc  is  basically 
weak.  Second,  and  most  important 
of  all,  it  is  significant  to  note  that 
this  crisis,  unlike  those  of  the  past, 
has  not  questioned  the  stability  of  the 
dollar  or  the  soundness  of  the  deci- 
sions made  by  the  International  Mon- 
etary Fund  last  spring.  Thus,  I  believe 
that  France's  problems  need  not  be 
a  factor  in  American  investment 
decisions.  Incidentally,  as  Fohbes 
goes  to  press,  it  seems  to  me  that  the 
tax-selling  pressures  in  the  obviously 
vulnerable  areas  are  past  history,  that 
so-called  year-end  reinvestment  de- 
mand may  make  itself  felt  sooner 
than  is  normally  the  case.  ■ 


HOW  DOES  YOUR 

MUTUAL  FUND 

RATE? 

Let  FundScope's  ratings  show  you. 

Now,  just  off  the  press  and  not  available  anywhere 
else.  EXCLUSIVE  UNIQUE  PERFORMANCE  RATINGS 
BY  FUNDSCOPE,  the  nation's  leading  mutual  fund 
magazine.  315  funds  are  rated  by  investment  objec- 
tive, including  No-Load  funds,  Go-Go  funds  and  funds 
little  known  except  to  professional  investors. 

You'll  probably  be  surprised  to  see  that  out  of 
315  funds  ONLY  8  ARE  RATED  ABOVE-AVERAGE  for 
GROWTH,  INCOME  &  STABILITY  combined ...  78  are 
rated  above-average  for  GROWTH... 94  are  rated 
above-average  for  INCOME ...  72  for  STABILITY . . . 
17  for  GROWTH  &  INCOME  combined... 9  for 
GROWTH  &  STABILITY  and  57  for  INCOME  &  STABIL- 
ITY. FUNDSCOPE  NAMES  ALL  THESE  FUNDS. 

You  can  pick  out  the  better-than-average  per- 
formers in  all  7  major  investment  objectives  through 
the  use  of  a  simple  exclusive  performance-table. 

Also,  at  a  glance  you  can  see  the  TOP  25  or  TOP 
10%  in  performance  for  various  periods.  See 
exactly  how  your  fund  rates  in  comparison  with 
others. 

"THE  CASE  AGAINST  MUTUAL  FUNDS"  REBUTTAL 
Also  in  this  issue  are  14  fact  filled  pages  answering 
the  recent  Holt  Investment  Advisory  "Case  Against 
Mutual  Funds."  If  you  have  seen  Holt's  article  or 
have  any  interest  in  mutual  funds,  then  you  owe  it 
to  yourself  (and  your  pocketbook)  to  read  this  timely 
in-depth  rebuttal. 

KEOGH  IS  FOR  YOU 

Another  feature  of  the  big  December  issue  is  our 
timely  report  on  the  Keogh  Plan,  which  includes: 

•  The  Keogh  Plan's  35  Main  Points  •  Who's  Got  The 
Plan  •  Objections  Voiced  •  Too  Much  Paper  Work? 

•  Split  Dollars  •  Annuities  •  Advantages  Outside 
Keogh  •  Repositories  and  The  Future? 

If  you  qualify  for  participation  under  the  Keogh 
provisions,  then  don't  miss  this  timely  report  written 
as  an  educational  piece,  not  sales  literature. 

If  your  goal  is  successful  performance  from 
mutual  funds,  let  FundScope  provide  you  with  the 
facts.  NO  OTHER  PUBLICATION  IS  LIKE  FUNDSCOPE. 
IT  PRESENTS  INFORMATION  NOT  AVAILABLE  ANY- 
WHERE ELSE -AT  ANY  PRICE.  Before  you  make  any 
important  decisions  regarding  mutual  funds,  you 
owe  it  to  yourself  to  see  why  each  month  over 
20,000  investors,  brokers  and  money  managers 
from  every  state  and  48  foreign  nations  read  Fund- 
Scope.  This  new  mutual  fund  bible  helps  point  the 
way  toward  more  intelligent  investing.  Now  in  its 
11th  year,  FUNDSCOPE  REGULARLY  COVERS  WELL 
OVER  300  MUTUAL  FUNDS.  THIS  IS  BY  FAR  THE 
MOST  COMPREHENSIVE  REGULAR  COVERAGE  AVAIL- 
ABLE TO  THE  PUBLIC. 

SPECIAL  OFFER  (new  trial  subscribers  only):  Send 
just  $12  and  receive  a  3-month  subscription  to 
FundScope  beginning  with  the  big  December  issue 
which  features  "Fund  Ratings,"  a  rebuttal  to  the 
"Case  Against  Mutual  Funds"  and  "Keogh  Is  For 
YOU."  You'll  also  receive  the  January  NO-LOAD 
FUNDS  vs.  LOAD  FUNDS  issue  and  the  1968  PER- 
FORMANCE RESULTS  issue  in  February. 

PLUS  2  BIG  BONUSES 

1.  The  annual  "1968  MUTUAL  FUND  GUIDE"  with 
260  pages  of  vital  data  on  more  than  300  funds, 
including  their  addresses. 

2.  COMBINING  MUTUAL  FUNDS  &  LIFE  INSURANCE 
FOR  FINANCIAL  SECURITY.  A  special  reprint  that 
tells  what  is  behind  these  combination  packages 

ACT  NOW:  Mail  your  $12  today,  or  if  you  prefer  the 
above  offer  with  a  full  14-month  subscription,  send 
$39.00  (10  day  returnable  guarantee.  Include  ZIP. 

FundScope,  Dept.  F-89,  Gateway  East 
Century  City,  Los  Angeles,  Calif.  90067 
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CAN  YOU  LEARN  TO 

STAND  ASIDE 
FROM  THE  MARKET? 


A  well-ordered  plan  of  investment  will  often 
help  you  to  avoid  involvement  in  the  market 
at  the  wrong  time. 

Such  a  plan  is  carefully  described  in  "A 
Positive    Investment   Program    For   Today". 

SPECIAL  OFFER:  Receive  our  Positive  Invest- 
ment Program  —  plus  a  5-week  trial  subscrip- 
tion to  Investors  Research  Reports.  These 
reports  analyze  price  trends  of  over  600  lead- 
ing stocks  and  provide  other  information 
which  you  may  find  invaluable.  All  you  send 
us  is  $1  —  but  act  now! 


INVESTORS  RESEARCH  COMPANY 


Dept.  F-17,  924  Laguna  Street 
Santa   Barbara,  California  93102 

For  $1  please  air  mail  my  trial 
subscription  plus  your  Positive 
Investment  Program. 
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Name 

Address. 
City 


.  State- 


-Zip- 


T.ROWE  PRICE 
GROWTH  STOCK 
FUND,  INC. 

I.  1»S0 

A  NO-LOAD  FUND 

Investing  in  stocks 

carefully  selected  for  long  term 

growth  possibilities 

Individuals  &  institutions 
are  invited  to  request  free  prospectus 

HO  SALES  CHARGE 

Self-Employed 

Retirement  Plan 

(Keogh  Act) 

Available 


I 
I 
I 

i: 

78 


T.  Rowe  Price  Growth  Stock  Fund   Inc. 

One  Charles  Center,  Dept    B 

Baltimore,  Md.  21201  Prion*  (301)  539-1992 


Kjmi . 


THE  FUNDS 


Instant  Premium 

What  can  a  closed-end  fund  do  to 
improve  a  merely  average  perform- 
ance? For  one  thing,  it  can  stop  be- 
ing an  investment  company  and  be- 
come an  operating  company  that 
manages  real  estate,  sells  insurance, 
maybe  runs  an  advertising  agency. 
At  least  that's  what  New  York's 
Abacus  Fund  is  setting  out  to  do. 
If  all  goes  according  to  plan,  next 
month  Abacus  will  buy  Douglas  L. 
Elliman  &  Co.,  a  New  York  City  real- 
estate  management  firm,  for  $5.7  mil- 
lion in  stock.  And  eventually — per- 
haps before  next  year  is  out — Abacus 
would  have  more  than  60%  of  its  as- 
sets invested  directly  in  operating 
companies  instead  of  in  securities  and 
hence  would  no  longer  be  a  closed- 
end  fund  under  the  Investment  Com- 
pany Act  of  1940. 

Explains  Abacus  President  Frank 
A.  Weil:  "We  feel  that  we  have  a 
pool  of  capital  that  could  form  the 
basis  of  investing  directly  in  com- 
panies, not  just  in  building  a  port- 
folio. There  are  two  areas  that  we're 
thinking  about  most  seriously.  The 
first  is  services  as  they  relate  to  realty 
ownership,  occupation  and  transfer. 
The  second  is  financial  services  in 
general.  It's  not  likely  that  we  would 
want  to  manage  a  company  that 
makes  nuts  and  bolts,  but  we're  not 
excluding  anything." 

Since  Weil  announced  Abacus' 
plans  last  month,  the  fund's  shares 
have  increased  sharply  in  price  and 
currently  sell  at  50%  over  net  asset 
value.  "Traditionally,"  says  Weil,  "the 
market  regards  investment  companies 
on  the  basis  of  calculating  the  mar- 
ket value  of  the  constituent  parts.  But 
the  market  values  entrepreneurial 
companies  on  impressionistic  and  in- 
tangible things  like  a  price/earnings 
ratio.  So  instead  of  talking  in  terms 
of  assets  per  share,  we  like  to  talk 
about  what  these  assets  can  achieve. 
We  have  $50  million  in  assets,  and 
if  we  can  intelligently  use  these  funds 
in  a  variety  of  growth  areas,  the  mar- 
ket will  reflect  a  greater  value." 

This  should  suit  Weil  just  fine,  in- 
asmuch as  he  and  his  family  own 
about  25%  of  Abacus'  shares,  the 
largest  single  block.  Peter  Sharp,  the 
man  who  runs  Elliman,  will  own  an- 
other 15%  of  the  shares  when  the 
ileal  goes  through. 

Until  Weil  became  president  of 
Abacus  last  January,  succeeding  Wil- 
liam K.  Jacobs,  the  fund  had  per- 
formed   indifferently    in    comparison 


with  other  funds.  Its  shares  went  up 
28.5%  in  1967,  about  average  for  the 
15  biggest  closed-end  diversified 
funds.  Likewise,  its  five-  and  ten-year 
averages  were  just  average.  But  in  the 
first  nine  months  of  1968  Abacus 
shares  gained  16.1%,  about  two-thirds 
more  than  the  average  and  second 
highest  of  the  15. 

No  Trend 

"Despite  Weil's  enthusiasm  for  his 
plan  to  switch  from  investing  to  oper- 
ating, other  closed-end  funds  are  not 
likely  to  follow.  For  one  thing,  few 
have  ownership  as  concentrated  as 
Abacus,  which  might  raise  problems 
of  shareholder  approval.  For  another, 
many  funds  have  much  larger  assets 
— up  to  Tri-Continental's  $635  mil- 
lion— so  it  would  be  difficult  to  funnel 
all  that  money  into  operating  com- 
panies. And  most  important,  probably 
few  others  want  to  switch. 

"We  certainly  have  no  intention 
of  doing  so,"  says  B.  Gary  Davis,  vice 
president  of  the  $381-million  Madi- 
son Fund.  "To  me,  it  would  be  just 
like  changing  the  spots  on  a  leopard. 
As  an  investment  company,  were  tax 
free.  But  if  we  got  10%  or  more  of 
our  income  from  other  sources,  we 
would  have  to  pay  income  taxes  on 
the  whole  thing.  Our  stockholders 
wouldn't  stand  for  such  a  thii  J." 

The  50%  premium  on  Abacus  shares 
reflects  investors'  approval  of  the  new 
plans.  But  what  of  the  premiums — 
from  20%  to  25% — on  shares  in  Madi- 
son and  Lehman?  "Historically,"  says 
Madison's  Davis,  "closed-end  shares 
will  sell  at  a  sizable  and  ridiculous 
discount  in  a  bear  market.  But  when 
the  market  goes  up,  these  discounts 
will  turn  around  and  become  pre- 
miums." Adds  Weil  of  Abacus: 
"When  the  market  nears  a  high, 
people  become  uncertain  and  seek 
professional  counsel.  So  they  buy 
closed-end  funds.  But  frankly  I  must 
admit  that  I  can't  find  a  complete 
rational  explanation  for  some  of  these 
premiums,  including  ours.  The  goal 
we  intend  to  achieve  is  neither  auto- 
matic nor  attainable  overnight,  and  I 
hope  our  shareholders  recognize  that." 
In  a  market  like  today's,  he  might 
as  well  shout  into  the  wind. 

Bring  on  the  Girls 

If  women  can  sell  cosmetics  to 
women  (vide  the  Avon  girls),  why 
shouldn't  they  be  able  to  sell  mutual 
funds  to  women  too?  That's  just  the 
kind  of  question  you'd  expect  a 
woman  to  ask;  and  now  Mrs.  Ruth 
Anthony,  a  former  lawyer,  and  Mrs. 
Juliana  Kimball,  a  housewife,  have 
come  up  with  just  the  kind  of  answer 
you'd  expect  a  woman  to  give.  They 
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The  Soft  Sell.  That's  how 
Mrs.  Anthony  (above,  left) 
and  Mrs.  Kimball  (right)  like 
to  decribe  DMA's  all-woman 
approach.  According  to  them, 
most  fund  salesmen  are  too 
aggressive.  Not  DMA's,  which 
will  be  using  women  "who,  if 
they  weren't  women,  would 
be  corporation  presidents." 


have  formed  a  new  mutual  fund  sales 
outfit  staffed  entirely  by  women, 
DMA    Associates. 

"We  feel  we  will  be  highly  suc- 
cessful selling  to  women  because 
most  women  tend  to  tell  much 
more  to  other  women  than  to  men,'' 
sa\  s  Mrs.  Anthony.  "A  woman  will 
tell  another  woman  things  that  she'd 
never  tell  her  broker  or  even  her 
husband." 

Mrs.  Anthony  believes  DMA  Asso- 
ciates will  be  successful  for  another 
reason:  She  insists  that  women  are 
mqre  rational  than  men.  "A  woman 
likes  to  say  so-and-so  is  managing  my 
money,  but  she  will  readily  admit 
that  she  doesn't  know  much  about 
investment  management  and  funds. 
So  you  can  make  a  logical  sale  as  to 
performance,"  Mrs.  Anthony  explains. 
"A  man  is  a  different  story.  For  a  lot 
of  men,  investing  in  the  market  has 
something  to  do  with  asserting  their 
manhood  rather  than  making  money. 
It's  completely  irrational.  You  find 
men  who  claim  all  gains  and  no  losses 
and  yet  don't  even  keep  records  of 
i  their  portfolios.  These  are  doctors 
and  lawyers,  who  are  completely 
rational  in  other  areas." 

So  far,  Mrs.  Anthony  admits,  most 
of  DMAs  sales  have  been  to  men.  ■ 


Should  you  move  from 
stocks  to  strong  mutual  funds? 

WHICH  3  of  these  popular 

NO-LOAD 
FUNDS 


(no    broker   fee) 


are  moving  far  in  front  of  other  mutual  funds  ? 


—  AMERICAN  INVESTORS 

—  JOHNSTON  FUND 

-NEW  HORIZONS 

—  DREXEL  EQUITY 

— LOOMIS  SAYLES  CAP. 

-ONE  WILLIAM  ST. 

—  ENERGY  FUND 

-MATES  FUND 

—  PENNSYLVANIA 

-GIBRALTAR  FUND 

—MATHERS  FUND 

-SCUDDER  SPECIAL 

—  IVY  FUND 

—  NEUWIRTH  FUND 

—STEIN  ROE  STOCK 

AGGRESSIVE 

GROWTH 

FUNDS 

REPORT 


SPECIAL  SURVEY  OF  SELECTED  NO-LOAD  FUNDS 

No-load  funds  charge  you  no  commission  on  your  purchases  or  sales.  AGFR 
Survey  covers  12  selected  no-load  funds  of  which  three  are  far  outpacing 
the  entire  mutual  fund  market. 


CURRENT   AGFR   REPORT 

Each  of  30  high-performance  Load  and  No-load  funds  are  continuously  rated 
each  month.  You  receive  concise,  unbiased  information  on  important  actions 
within  these  dynamic  new-breed  mutual  funds.  Each  month  you'll  stay  abreast 
of  the  mutual  fund  market  with  this  profitable  guide  to  investment. 

NOW...  BOTH  FOR  JUST  $1.00 


AGFR  is  a 

completely 

unbiased 

monthly 

newsletter 

keeping  you 

abreast  of 

important 

changes  in  30 

fast  growing 

funds. 


Chas.  H.  Thomas  Co.  Dept.   F'8 

P.O.  Box  667 

Los  Altos,  Calif.  94022 

Gentlemen:  I  enclose  $1.  Please  send  me  Current  AGFR 
Report  plus  survey  of  12  NO-LOAD  FUNDS  that  are 
equalling  the  30-Fund  AGFR  average. 

Name 


Address. 

City 

State 


Zip. 
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Since  1946 


A  MUTUAL  FUND 

INVESTING  IN 

GROWING  COMPANIES 


You  Buy  Direct 

GIS  has  no  salesmen  . . . 
pays  no  commissions 

Prices:  Net  Asset  Value  per  share  plus 
3%  on  investments  under  $2000,  reduc- 
ing to  1%  on  $25,000  or  more. 


Mail  coupon  below  for  copy  of  prospectus. 


Growth  Industry  Shares,  Inc.,  Room  1018 
6  N.  Michigan  Ave.,  Chicago,  III.  60602 


Cily 


Maybe  she  will. 
Maybe  she  won't. 

And  maybe  you  won't  know 
until  it's  too  late.  For  both  of 
you.  Hiivc  defensively. 

Watch  out  for  the 
other  guy.  (or  gal) 


Published  lo  save  lives  in  cooperation  wilh 
The  Advertising  Council  and  The  National  Safety  Council. 


Asarco  serves  you 
with  these  elements 

Ag— Silver  in  —Indium  s  —Sulfur 

Al  —Aluminum  Mg— Magnesium  Sb— Antimony 

As— Arsenic  Mo— Molybdenum  Se— Selenium 

Au— Gold  Ni  —Nickel  Sn— Tin 

Bi— Bismuth  Pb— lead  Te— Tellurium 

Cd— Cadmium  Pd—  Palladium  Tl— Thallium 

Cu— Copper  Pt  —Platinum  Zn— Zinc 

ASARCO 

AMERICAN   SMELTING 
AND  REFINING    COMPANY 

HO  BROADWAY,  NEW  YORK.  N    Y.  10008 


READERS  SAY 


(  Continued  from  page  10 ) 
Talk  About  Loads! 

Sir:  I  was  very  much  interested  in  your 
report  on  the  20th  annual  international 
mutual  fund  dealers  conference  (  Forbes, 
Nov.  15,  p.  130),  and  in  SEC  Chairman 
Manuel  F.  Cohen's  proposed  legislation 
reducing  the  ceiling  on  mutual  fund  sales 
to  5%.  Mr.  Cohen's  view  of  the  90%  first 
year  commission  paid  to  life  insurance 
salesmen  on  endowment  policies  would 
he  interesting  in  view  of  the  fact  that 
these  policies  are  a  combination  of  de- 
creasing term  insurance  and  ( at  least  ac- 
cording to  the  industry's  sales  practices ) 
an  investment  feature.  Thus  the  so-called 
"investment"  portion  presently  yields  to 
the  salesman  from  ten  to  20  times  the 
commission  that  is  received  by  the  fund 
salesman,  yet  this  continues  to  go  un- 
questioned. It  would  seem  that  Mr.  Cohen 
would  look  at  this  commission-investment 
situation  as  a  matter  of  public  interest — 
whether  or  not  the  SEC  has  any  legal 
jurisdiction,  which  I  contend  it  does. 

— G.  Scott  Reynolds 
Atlanta,  Ga. 

Keeps  the  Checks  Coming! 

Sir:  Mr.  Arthur  J.  Rock  (Forbes,  Nov. 
1)  states  in  reference  to  U.S.  Steel: 
"Then  there  are  these  cash  dividends 
they  pay  out.  Ridiculous.  The  stock- 
holders only  reinvest  the  money  anyway 
and  it  gets  taxed  twice."  Perhaps  Mr. 
Rock  doesn't  realize  the  thousands  of 
people  who  depend  on  such  dividends 
to  help  pay  their  current  living  expenses, 
to  augment  their  Social  Security  and 
pensions.  They  are  not  "Money  Men" 
and  cannot,  like  Mr.  Rock,  speculate 
with  their  money  and  depend  on  capital 
gains.  If  large  corporations  stopped  pay- 
ing dividends  people  would  liquidate 
and  get  entirely  out  of  the  market,  even 
out  of  the  funds.  Then  where  would  the 
Money  Men  be?  Conservatively  managed 
corporations  go  up  in  price  too,  and  let 
their  stockholders  sleep  comfortably  at 
night. 

— Marion  B.  Henry 
Middletown,  Ohio 

The  Money  Men 

Sir:  Perhaps  you  should  write  more 
like  your  article  in  the  Nov.  15  issue 
of  Forbes  on  Phil  Fisher  (see  Side 
Lines,  p.  7),  to  help  disseminate  a  phi- 
losophy that  long  range  planning,  con- 
tinuity, and  intellectual  honesty  can  re- 
sult in  successful  careers  in  the  financial 
world  as  well  as  in  industry.  Almost  any- 
body can  look  good  for  a  year  or  two. 
My  guess  is  that  the  buy-fast,  sell-fast 
guys  will  collectively  be  around  a  long 
time,  but  the  mortality  rate  will  begin 
to  increase  and  shorten  the  tenure  of 
the  "king  of  the  hill." 

— Harold  J.  Seigle 

President, 

Head  Ski  Co.,  Inc. 

Timonium,  Md. 


80 


Trends 

&  Tangents 

(Continued  from  page  8)    ' 

Glamour  Gone 

Who  works  for  the  fancy  spe- 
cialty shops  like  New  York's  Saks 
Fifth  Avenue  and  the  West  Coast's 
I.  Magnin?  Not  the  upper  crust: 
"The  days  of  hiring  sales  personnel 
with  'class'  ended  about  five  years 
ago,"  says  one  personnel  man. 
These  days,  the  fanciest  stores  are 
so  anxious  to  hire  almost  any  help 
that  some  are  offering  employees 
$10  bounties  for  each  friend  they 
get  on  the  payroll.  Many  are  ad- 
vertising in  New  York's  hippie-ish 
Village  Voice,  while  Saks  is  ad- 
vertising for  help  with  spot  radio 
commercials.  "We  offer  the  highest 
starting  pay  of  any  store  in  the 
city  [$2  an  hour],"  says  a  Saks 
man,  "and  we're  still  short  handed." 

Nixon  and  Fresca 

Does  President-elect  Richard  M. 
Nixon  love  Fresca?  Atlanta's  Coca- 
Cola  Co.  doesn't  want  to  exploit 
the  Nixon  name  for  its  low-calorie 
beverage,  but  it  is  curious.  Every 
time  the  Nixon  campaign  plane 
took  on  supplies,  Fresca  was  al- 
ways specified  by  brand  name — 
not  by  generic  names,  as  were 
other  beverages  and  food.  "We 
don't  know  what  they  did  with  it," 
says  a  Coke  representative,  "but 
they  sure  bought  a  lot  of  it  all  the 
way  through  the  campaign."  And 
all  the  while,  Nixon's  New  York 
law  firm  was  representing  PepsiCo. 


OVERSEAS 


Shape   Up,    Comrade   Scientist 

U.S.  executives  are  not  alone  in 
questioning  R&D  (Forbes,  Nov. 
15);  it  is  also  getting  a  critical 
look  in  the  Soviet  Union.  Front- 
page articles  in  Pravda  and  Izvestia 
last  month  set  the  new  goal  of 
research  as  increasing  the  pro- 
ductivity of  labor.  Both  individual 
scientists  and  research  institutes 
will  be  evaluated  and  then  re- 
warded for  their  contributions  or 
penalized  for  their  shortcomings 
The  balance  will  swing  from  basic 
to  applied  research  in  the  reorgan- 
ization, reportedly  sparked  by  the 
Soviet's  low  productivity  gains 
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Southern  California 
Edison  Company 

DIVIDENDS  ! 


The  Board  of  Directors 
has  authorized  the  pay- 
ment of  the  following 
quarterly  dividends: 

ORIGINAL  PREFERRED  STOCK 
Dividend  No.  238 
35  cent;  per  share; 

CUMULATIVE  PREFERRED  STOCK, 
4.32%  SERIES 
Dividend  No.  87 
27  cents  per  share. 

The  above  dividends  are 
payable  December  31, 1968 
to  shareholders  of  record 
December  5.  Checks  will 
be  mailed  from  the  Compa- 
ny's office  in  Los  Angeles. 

PRENTIS  C.HALE,  Treasurer 
November  21,  1968 


THE 


USF&G 

Baltimore,  Maryland  21203 


The  Board  of  Directors 
of  United  States  Fidelity 
and  Guaranty  Company 
has  declared  a  quarterly 
dividend  of  one  dollar  a 
share,  payable  January  31, 
1969,  to  stockholders  of 
record  December  20,  1968. 

WILLIAM   R.   PHELAN 
Vice  President-Treasurer 
and   Secretary 
November  27,   1968 
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THOUGHTS... 


ON  THE 
BUSINESS  OF  LIFE 


Christmas  is  a  poor  excuse  for 
picking  a  man's  pocket  every  twenty- 
fifth  of  December! 

— Charles  Dickens. 


Gifts  do  no  harm  between  friends, 
but  between  strangers  they  obligate 
people  instead  of  liberating  them  and 
expressing  affection.  — Louis  Evely. 


A   good  conscience   is  a   continual 
Christmas.        — Benjamin  Franklin. 


To  feel  much  for  others,  and  little 
for  ourselves;  to  restrain  our  selfish, 
and  exercise  our  benevolent  affec- 
tions, constitutes  the  perfection  of 
human  nature.  — Adam   Smith. 


I  have  often  thought,  says  Sir 
Roger,  it  happens  very  well  that 
Christmas  should  fall  out  in  the 
middle   of  winter. — Joseph  Addison. 


However  great  a  happiness  is,  there 
is  still  one  greater,  which  is  that  of 
being  worthy  of  the  happiness  en- 
joyed. — Stanislaus  Leszcynski. 


Some  are  unwisely  liberal,  and 
more  delight  to  give  presents  than 
to  pay  debts.  — Philip  Sidney. 


Let  him  who  bestows  the  benefit 
conceal  it;  let  him  who  receives  it 
reveal  it.  — Seneca. 


Charity  has  in  it  sometimes,   per- 
haps often,  a  savor  of  superiority. 

— James  Russell  Lowell. 


It  is  a  proof  of  boorishness  to  con- 
fer a  favor  with  a  bad  grace.  How 
little  does  a  smile  cost. 

— Jean  de  la  Bruyere. 


We     enjoy    thoroughly     only     the 
pleasure  that  we  give. 

— Alexander  D> 


The  one  who  will  be  found  in  trial 
capable  of  great  acts  of  love  is  ever 
the  one  who  is  always  doing  con- 
siderate small  ones. 

— Frederick  Robertson. 


B.  C.  FORBES 

General  Booth,  founder  of  the 
Salvation  Army,  wished  one 
Christmas  to  flash  an  appropri- 
ate message  to  every  branch  of 
his  worldwide  organization.  The 
expense  threatened  to  be  great, 
for  each  cabled  word  counted 
heavily.  Finally,  an  inspiration 
came  to  him.  Here  is  the  mes- 
sage he  sent:  "OTHERS."  What 
a  wealth  of  meaning  did  that 
little  word  convey.  Humanity  is 
bigger  and  broader  than  any  one 
sect,  any  one  creed,  any  one 
nation,  any  one  race,  namely, 
OTHERS. 


A  joy  that's  shared  is  a  joy  made 
double.  — John  Ray. 


Never  believe  the  world  is  base;  if 
it  were  so,  no  society  could  hold  to- 
gether for  a  day. 

— Edward  Bulwer-Lytton. 


The  friend  of  all  humanity  is  not 
id  my  taste.  — Jean  Moliere. 


Men  of  the  noblest  dispositions 
think  themselves  happiest  when 
others  share  their  happiness  with 
them.  — William  Duncan. 


Sincerity  is  an  openness  of  heart; 
we  find  it  in  very  few  people.  What 
we  usually  see  is  only  an  artful  dis- 
simulation to  win  the  confidence  of 
others.  — La  Rochefoucauld. 


An  effort  made  for  the  happiness 
of  others  lifts  above  ourselves. 

— Lydia  M.  Child. 


Loving  kindness  is  greater  than 
laws;  and  the  charities  of  life  are 
more  than  all  ceremonies.  — Talmud. 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book 
at  $5.95.  Send  check  and  order  to: 
Forbes  Inc.,  60  Fifth  Avenue,  New 
York,  N.Y.  10011.  (Sales  tax:  New 
York  City,  add  5%;  rest  of  New 
York  State,  2%  to  5%  as  required.) 


Blessed  be  the  hand  that  prepares  a 
pleasure  for  a  child,  for  tl 
saying  when  and  where  it  may  bloom 
forth.  — Douglas  Jehhold. 


One  can   always  be  kind   to  people 
one  cares  nothing  about. 

— C)s(   \u    \\  n  111 


A  Text . . , 


Sent  in  by  Jane  N.  Weiss. 
Flushing,  N.Y.  What's  your 
Eavorite  text?  The  Forbes 
Scrapbook  of  Thoughts  on 
the  Business  of  Life  is  pre- 
sented  to  senders  of  texts 
used. 


Use  hospitality  one  to  another  with- 
out grudging.  — I  Peter  4:9 
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